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Growth Strategies, Innovation, and the Impact on Financial Services

Introduction

The U.S. Financial Services industry is rapidly transforming and driven by innovation,
technological advancements, and evolving regulatory landscapes. This report explores
these critical changes and their impact on the banking and financial services sectors. By
providing strategic guidance, it aims to help Financial Institutions (Fls)—including banks,
credit unions, FinTech, and other financial entities—navigate these shifts effectively.

First, it outlines approaches for partnering with Fls to deliver solutions that align with their
strategic objectives, missions, and visions. Second, it also emphasizes the importance of
understanding the unique characteristics and challenges of distinct types of Fls. Third,
addressing these distinctions, the report offers tailored strategies designed to meet the
specific needs of various financial institutions, ensuring that the solutions provided are both
innovative and aligned with their long-term goals.

Financial Services Trajectory

Business Value: Vendors aiming to impact financial services significantly must first
understand the banking sector's fundamentals. Defining and recognizing challenges and
opportunities related to impactful innovation around critical areas of concern and
transitioning to higher business value experiences while maintaining and bolstering the
banking industry's stability is essential. This understanding is crucial for refining solution
positioning, fostering strategic partnerships, and addressing the current and future needs
within the financial services ecosystem in the U.S. and beyond.

Understanding the Financial Services Market: A Key to Success For firms to succeed, a
comprehensive understanding of the financial services market's complexities is not just
important; it's imperative. Success involves understanding current challenges,
segmentation, and tailoring strategies to meet financial institutions' specific business
functionaldomains. A deep understanding of this complex landscape enables firms to target
areas where their solutions can have the most substantial impact.
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Business Use Cases: Firms should adopt an open-minded, outside-in approach to
maximize business value. This approach allows for flexibility and adaptability; maximizing
Value involves mapping customer journeys and use cases, identifying key touchpoints,
understanding the jobs to be done, automating critical tasks, enhancing data analytics
capabilities, and focusing on risk, compliance, and audibility, among other areas. These
strategies will define an ideal customer profile, drive growth, minimize service costs, and
create additional services.

Building Blocks: Developing need-based solutions and conducting thorough evaluations
will help determine where to invest resources. This process involves understanding potential
prospects by establishing and validating decision criteria, deal viability, and solution-based
value engineering initiatives. Focusing on these areas of concern will help define the ideal
customer profiles and understand the addressable market.

Providing Higher Business Value in the Banking Sector

Contextual and conscious banking, as described by Paolo Sironi (Sironi, P. (2022) in "Banks
and Fintech on Platform Economies," refers to a transformative approach to banking that
leverages advanced technology and deep customer understanding.

Contextual banking can be summarized as tailoring services and experiences to individual
customer contexts, such as financial goals, behaviors, and life events. This customization is
made possible by analyzing vastamounts of data, including transaction history, social media
activity, and demographic information. By understanding each customer's unique
circumstances, Fls can offer personalized recommendations, anticipate needs, and provide
timely assistance.

Conscious banking emphasizes ethical and socially responsible practices in the financial
industry. These strategies include transparency in fees and policies, alighment with
customers'values, and environmental, social, and governance (ESG) criteria. Conscious Fls
prioritize sustainability, diversity, and inclusion, aiming to positively impact society and the
environment through their operations and investments.

Together, contextual and conscious banking represents a shift towards a more customer-
centric, ethical, and data-driven approach to banking. By harnessing technology and
insights into customer behavior, Fls can better serve their customers' needs while
contributing to broader social and environmental goals.

Source: Sironi, P. (2022). Banks and Fintech on Platform Economies (1st ed.). Wiley. https://doi.org/10.1002/9781119756972)
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According to Sironi (Sironi, P. (2022), this is how the industry progresses towards an
ecosystem of contextual and conscious banking.

e Personalization: This dimension refers to how banking services are tailored to
individual customer contexts, preferences, and needs. It includes personalized
product recommendations, targeted marketing, and customized financial advice.

e Data Analytics: This dimension uses data and analytics to understand customer
behavior, predict financial needs, and improve decision-making. It encompasses
techniques such as predictive modeling, machine learning, and extensive data
analysis to extract insights from customer data.
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e Customer Experience: This dimension assesses the bank's overall customer
experience quality. Itincludes user interface design, ease of use, responsiveness,
and customer support. Contextual banking aims to enhance the customer
experience by delivering relevant and timely services.

e Ethical and Social Responsibility: This dimension evaluates the bank's
commitment to ethical and socially responsible practices. It includes
considerations of transparency, fairness, sustainability, and social impact.
Contextual banking emphasizes aligning banking activities with broader societal
values and environmental goals.

Source: Sironi, P. (2022). Banks and Fintech on Platform Economies (1st ed.). Wiley. https://doi.org/10.1002/9781119756972

As innovative technologies such as generative Al, Web3, large language models (LLMs),
machine learning (ML), data analytics, and regulations around open banking and data
continue accelerating, the banking industry's landscape will transform significantly. The
convergence of these advancements with evolving consumer needs and regulatory updates
will shape the strategic direction for Financial Institutions (Fls). Although the future cannot
be precisely predicted, critical areas for transformation have been identified: immediate,
near-term, and long-term.

Immediate (Next Three Years)

e Enhanced Al and Machine Learning: Implementation of sophisticated algorithms
to provide personalized banking experiences, enhance fraud detection, and improve
customer service, advancing from knowledge-based, Gen-Al-powered tools to Gen-
-Al-advanced enabled agents, chatbots executing complex, user-engaged,
multistep workflows, moving from activities to thoughtful actions.

e Open Banking: Enabling consumers to share banking data securely through
standardized APIs enhances customer control over financial information, fosters
innovation, and creates competitive landscapes for financial services. It also
encourages collaboration between traditional banks and fintech companies to
promote more transparent and interconnected financial ecosystems.

o Digital Identity Verification: Removing friction by deployment of more secure,
tokenized, and user-friendly identity verification methods, improving fraud reduction
and customer onboarding processes.

e Mobile-Always Banking: Continuous improvement of mobile banking applications
with advanced features, transformational data and analytics, journey-based,
intuitive behavioral user-centric interfaces, and heightened security measures.
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Embedded Finance: Integration of financial services into non-financial platforms,
enabling businesses to effortlessly offer financial products and services, including
payments, lending, and insurance, within existing digital environments directly
within everyday transactions and activities.

Sustainable Banking: Financial practices that are environmentally friendly, socially
responsible, and economically viable over the long term. Ensuring that Fls
contribute to the sustainable development of integrated environmental, social, and
governance (ESG) criteria in their business models. Examples include green
financing, ethical investment policies, transparency, and accountability.

Near-Term (Next Five Years)

Decentralized Finance (DeFi): The expansion of Web3 and Blockchain
technologies supports decentralized financial services, enabling peer-to-peer
lending, trading, and asset management.

Integration of Cryptocurrencies: Fls will have increased their cryptocurrency
wallets and services offerings, allowing customers to manage traditional and digital
assets on a unified platform.

Advanced Data Analytics: Utilization of enhanced analytics capabilities to provide
superior financial advice, tailored product recommendations, and proactive fraud
monitoring.

Sustainable Banking Innovations: Development of products promoting
environmentally responsible investing and aligning banking operations with
sustainability objectives.

Long-Term (Next Ten Years)

Fully Automated Banking Services: Advancements in automation enable fully
automated transaction processing and comprehensive customer service solutions.
Virtual and Augmented Reality Banking: Introduction of VR/AR technologies to
create immersive banking experiences, such as virtual branch visits and financial
education programs.

Quantum Computing Applications: Adoption of Quantum Computing for solving
complex problems in risk management, fraud detection, and financial modeling.
Global Digital Currencies: The rise of Central Bank Digital Currencies (CBDCs)
implemented by various nations, potentially revolutionizing payment systems and
establishing new digital monetary frameworks.
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Considerations in Evaluating the Total Addressable Market

Understanding the total addressable market (TAM) for U.S. Fls involves considering various
financial metrics and how they are distributed across different segments, such as
commercial banking, retail banking, investment banking, and asset management. Total
addressable markets can be complex to calculate due to the diverse nature of financial
services. In addition to segmenting Fls via the markets they serve, it is expected to break
differentiated segments based on Assets Under Management (AUM) such as Large Banks,
Mid-Market & Community, and Credit Unions (FIs).

In the United States, this is broken down as follows:

Total Addressable U.S. Banking Market Overview
Size of the U.S. Banking Market:

e Asof2023, the total assets held by U.S. banks are estimated to be around $23
trillion. This figure represents the total assets across all commercial banks in the
United States

e In March 2024, the total assets held by U.S. credit unions are estimated by the
NCUA to be around $2.7 trillion. The average credit union in the top 250 by size has
an average of $6 billion in assets. (Compared to an average of $84.8 billion for the
Largest U.S. Banks by Asset Size in 2024 | MX. https://www.mx.com/blog/biggest-us-credit-

unions-by-asset-size/average U.S. bank.).
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According to the mostrecentreports, the Federal Deposit Insurance Corp (FDIC) data shows
the following asset breakdown for US banks.

Asset Size Group Q12024
Assets > $250 Billion 14
Assets $10 Billion - $250 143
Billion
Assets $1 Billion-10 866
billion
Assets $100 Million -1 2,851
billion
Assets <100 million 694
Total FDIC Institutions 4,568
Source: FDIC

In contrast, the National Credit Union Association (NCUA) provides the following asset
breakdown for US Credit Unions.

Asset Size Group Q12024
Assets > $150 billion 1 (Navy Fed)
Assets $10 billion - $150 21
billion
Assets $1 billion - $10 398
billion
Assets $100 million to $1 1,700
billion
Assets < $100 million 2,451
Total NCUA Credit Unions 4,571

Source: NCUA Data Report
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Segmentation of the Banking Market

The following table segments the market based on categories and provides average
percentage distributions:

Estimated Assets Under Management Percentage of Total
Segment
(AUM) Market
Commercial .
] $7 Trillion 35%
Banking
Retail Banking $3 Trillion 15%
Investment .
. $4 Trillion 20%
Banking
Asset .
$6 Trillion 30%
Management
Large Banks $8 Trillion 40%
Mid-Market Banks | $3 Trillion 15%
Community Banks | $2 Trillion 10%
Credit Unions $3 Trillion 15%

Summary of Each Segment

Commercial Banking (35%):
e Commercial Fls serve larger business clients, providing loans, lines of credit,
treasury and cash management services, and other financial products.
e This segment tends to have significant assets due to large corporate loans.

Retail Banking (15%):
e This segmentincludes personal banking services such as savings accounts,
checking accounts, personal loans, and credit cards.
e Retail Fls provide essential financial services to consumers and small businesses.
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Investment Banking (20%):
e Investment Fls focus on underwriting, facilitating mergers and acquisitions, and
offering advisory services. They represent a smaller percentage of total banking
assets than retail and commercial Fls.

Asset Management (30%):
e This segment pertains to funds and portfolios managed on behalf of clients,
including mutual funds, hedge funds, and other investment vehicles.

Large Banks (40%):
e Large, central, or national banks are financial institutions with substantial assets
and extensive operations, often national or international.

Mid-Market Banks (15%):
e Mid-market banks are financial institutions with a significant asset base but smaller
than large national banks.

Community Banks (10%):
e Community banks are smaller financial institutions focusing on local or regional
markets.

Credit Unions (15%):
e Creditunions are member-owned financial cooperatives that provide traditional
banking services.

Revenue Sources in Banking

Fls in the United States generate revenue through interest income, fees, commissions,
investment services, and transactional services. Their diverse business models allow them
to capitalize on various financial service sectors to maximize profitability.

Interestincome constitutes the largest segment of revenue for U.S. Fls, followed by fees and
commissions. Wealth management services, interchange fees, and merchant services
contribute notably to overall revenue. In contrast, foreign exchange services and other
income play a more minor but still valuable role in the bank's financial ecosystem.
Understanding these averages provides insight into the diversified revenue streams that Fls
develop to maintain profitability.
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Bank’s Summary Table

Revenue Source

Interest Income

Fees and Commissions
Wealth Management Services
Interchange Fees

Merchant Services Fees
Foreign Exchange Services

Other Income

Credit Union’s Summary Table

Revenue Source

Interest Income from Loans
Fees and Charges
Interchange Income
Investment Income
Insurance Products
Membership Fees

Other Financial Services

Total

Average Percentage of Total Revenue
50% to 60%

20% to 30%

10% to 20%

5% to 15%

5% to 10%

2% to 5%

2% to 5%

Average Percentage of Total Revenue (%)
60%

15%

10%

8%

3%

2%

2%

100%
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Below are the notable differences in revenue sources for Credit Unions vs. Banks

e Investment Income (8%): Interest and returns from investments in government
securities and other low-risk assets.

e Insurance Products (3%): Earnings from selling insurance products in partnership with
other companies.

e Membership Fees (2%): Nominal fees are charged for membership, though many
credit unions waive these.

e OtherFinancial Services (2%): Revenue from financial education services and
consultations.

Breaking Down Revenue Sources Further

Interest Income

Interestincome is the revenue an individual, business, or financial institution earns from
lending money or extending credit. It typically comes from various sources such as savings
and checking accounts, certificates of deposit (CDs), bonds, loans, and other financial
instruments. Itis the earnings generated from the interest borrowers pay on the principal
amount of loans or deposits.

Source Average Percentage of Interest Income
Loans 60% to 70%
Credit Cards 15% to 25%
Investments 10% to 20%

e Loans: FIs provide a diverse range of loans, including personal, mortgage, auto,
and business loans, and earn interest on these loans. The interest on loansis a
primary revenue source, reflecting the breadth of their lending activities.

e Loans, including mortgages, personal loans, and business loans, are the
cornerstone of Fls, constituting 60 — 70% of total interestincome. This is
the Core revenue center for most Fls, underscoring the fundamental role
of lending in their operations.
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e Credit Cards: Interest from credit card balances contributes significantly to
income, mainly from customers who carry balances.

e Credit Cards make up 15-25% of total interest income. Due to high
interest rates on outstanding balances, credit cards contribute to Fl’s
interestincome.

e Investments: Fls investin government and corporate securities, earning interest
and dividends.

e [nvestments make up 10-20% of total interest income in the form of
interest earned on government bonds, corporate securities, and other
investment vehicles.

Fees and Commissions

Transaction fees are the most significant contributor to banking revenue from fees and
commissions, followed by account maintenance and loan origination fees. This breakdown
demonstrates how Fls leverage different services to generate additional income beyond

interest.
Source Average Percentage of Fees and Commissions Income
Account Maintenance Fees 20% to 30%
Transaction Fees 30% to 40%
Loan Origination Fees 10% to 20%

e Account Maintenance Fees: Monthly fees for maintaining checking and savings
accounts.
e Average Revenue Percentage: 20% to 30% of total fee and commission income.
e These fees are charged to customers for maintaining checking and savings
accounts. While they contribute a sizable portion, their share varies depending
on the bank's fee structure and the prevalence of free account offerings.
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e Transaction Fees: ATM usage, overdrafts, wire transfers, and foreign transactions.
e Average Revenue Percentage: 30% to 40% of total fee and commission income.
e Thisincludes fees from overdrafts, ATM usage (especially out-of-network), wire
transfers, and foreign currency transactions. These fees can accumulate quickly,
making them an essential source of revenue for Fls.
e Loan Origination Fees: Charges for processing new loans or mortgages.
e Average Revenue Percentage: 10% to 20% of total fee and commission income.
e These fees are charged when processing new loans, including mortgages and
personal loans. While they contribute to overall fee income, they are less
frequent than recurring transaction fees.

Wealth Management Services

These services are primarily the domain of Banks vs. Credit Unions, and they account for a
larger share of total wealth management revenue than brokerage services. Understanding
this breakdown highlights the significance of advisory roles in generating income for Fls and
the growing emphasis on personalized financial services in the banking industry.

Source Average Percentage of Wealth Management Revenue
Investment Advice 40% to 60%
Brokerage Services 25% to 40%

e Investment Advice: Fees earned from investment management and financial
advisory services.
e Average Revenue Percentage: 40% to 60% of total wealth management revenue.
e This segmentincludes fees for financial planning, portfolio management, and
advisory services. This revenue typically derives from one-time consultations
and ongoing management fees based on assets under management (AUM).
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e Brokerage Services: Commissions from buying and selling stocks and bonds on
behalf of clients.
e Average Revenue Percentage: 25% to 40% of total wealth management revenue.
e Revenue from brokerage services comes from commissions on trades,
execution service fees, and other transaction-related fees. This percentage can
vary based on clients' trading volume and the bank's commission structure.

Interchange Fees

Credit card transactions account for a significantly larger share of interchange fee revenue
than debit card transactions. This difference highlights credit cards' higher profitability,
reflecting their role as a significant revenue source for Fls and financial institutions.

e Debit and Credit Card Transactions: Fls earn a percentage of each transaction
when customers use their cards, which is charged to the merchant.
e Credit Card Transactions

e Average Revenue Percentage: 65% to 75% of total interchange fee revenue.

e Credit cards typically generate higher interchange fees due to the higher
transaction amounts and risk factors associated with credit lending. These
fees are charged to merchants each time a customer uses a credit card for a
purchase.

e Debit Card Transactions

e Average Revenue Percentage: 25% to 35% of total interchange fee revenue.

e Debit card interchange fees are lower than credit card fees. They are charged
when a purchase is made using a debit card connected to a checking
account, and the fees reflect the lower risk of transaction defaults compared
to credit cards.
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Foreign Exchange Services

*Primary the domain of Banks vs. Credit Unions*

These services are primarily the domain of Banks vs. Credit Unions. Currency exchange
services represent a substantial majority of revenue within the foreign exchange segment,
significantly more than the income generated from foreign currency accounts. This
breakdown illustrates how Fls can capitalize on forex transactions to enhance their revenue
streams.

Source Average Percentage of Foreign Exchange Revenue
Currency Exchange 60% to 70%
Foreign Currency Accounts 30% to 40%

e Currency Exchange: Fees for currency conversion in international transactions.

e Average Revenue Percentage: 60% to 70% of total foreign exchange service
revenue.

e Thisrevenue is generated from fees and margins on currency conversions for
individuals and businesses. Fls typically charge a premium on the exchange rate,
which can contribute significantly to revenue from currency exchange services.

e Foreign Currency Accounts: Fees for maintaining accounts in different currencies.

e Average Revenue Percentage: 30% to 40% of total foreigh exchange service
revenue.

e Revenue from foreign currency accounts includes fees for maintaining accounts
in different currencies and potential interest income from balances. While this
segment generates revenue, it is less than currency exchange services.
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Banking Expenses Breakdown

U.S. FIs are confronted with a diverse array of costs across different centers. These include
personnel costs, operational expenses, regulatory compliance, loan loss provisions,
marketing, interest expenses, technology maintenance, and payment processing costs.
Understanding and analyzing these cost centers is not just important but crucial for
evaluating a bank's financial health, efficiency, and competitiveness in the marketplace.

Cost Center Average Percentage Breakdown
Personnel Costs 40% to 50%

Operational Expenses 20% to 30%

Regulatory Compliance Costs 5% to 10%

Loan Loss Provisions 5% to 15%

Marketing and Promotion Costs 5% to 10%

Interest Expenses 5% to 15%

Technology Development and Maintenance 5% to 10%

Credit Card and Payment Processing Costs 1% to 3%

In the U.S., primary cost centers refer to the significant areas where Fls incur expenses.
Understanding these cost centers helps analyze financial institutions' profitability and
operational efficiency. Here are the primary cost centers for U.S. Fls:

Personnel Costs

e Salaries and Wages: Fl's most significant single expense, covering employee
compensation across all levels.

¢ Benefits and Bonuses: Including health insurance, retirement contributions, and
performance bonuses.

¢ Training and Development: Investing in employee training programs, professional
development, and compliance training.

Operational Expenses

¢ Technology and Systems: Costs associated with IT infrastructure, software,
maintenance, security, and upgrades. This includes expenditures related to digital
banking platforms and cybersecurity measures.

Growth Strategies, Innovation, and the Impact on Financial Services
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¢ Rent and Facilities: Expenses for branch locations, office leases, utilities, and
maintenance.

¢ General Administrative Expenses: Day-to-day operational costs, including office
supplies, marketing, and communication expenses.

Regulatory Compliance Costs

¢ Compliance Programs: Expenses related to ensuring adherence to federal
regulations and local laws, including anti-money laundering (AML) and consumer
protection regulations.

o Audit and Legal Fees: Costs incurred for internal and external audits, ongoing legal
services, and consulting to ensure compliance and manage risks.

Loan Loss Provisions

¢ Provision for Loan Losses: A reserve to cover potential loan defaults. While this is
not a direct operational expense, it represents a significant cost impacting
profitability as Fls gauge and prepare for credit risk.

Marketing and Promotion Costs

o Advertising: Expenditures for promoting banking products, services, and brand
awareness through various media channels.

e Customer Acquisition Costs: Costs related to acquiring new customers, including
incentives, loyalty programs, and customer relationship management efforts.

Interest Expenses

o Interest on Deposits: The interest paid to customers on savings, checking, and
other deposit accounts is critical to FlIs' funding costs.

¢ Borrowing Costs are interest expenses incurred on borrowed funds through
wholesale markets, including repurchase agreements and interbank loans.

Technology Development and Maintenance

¢ System Upgrades: Investments in modern technologies, innovations (such as
fintech integrations), and maintaining legacy systems.

e Cybersecurity: Expenses protecting digital infrastructure and customer information
from breaches and attacks.
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Credit Card and Payment Processing Costs

e Transaction Fees: Costs incurred from processing debit and credit card
transactions, including fees paid to payment networks.

¢ Fraud Prevention Measures: Expenditures on systems and personnel to monitor,
prevent, and respond to fraudulent transactions.

Financial Institutions Spending on Innovation and New Technologies

According to UBS, Business Insider, and Bankrate.com, Bank tech spending as a percentage
of Assets averages half of 1% of Assets Under Management (AUM).

Bank Tech Spending as a % of Assets ($ in billions)

$14.0

s120 114

$10.0 1.00%

$8.0
$6.0 ¢ 0.51%
0.50
S4.0
$2
e $0.8 $0.6
s, e -

JPMorgan Bank of Wells Citibank USBank PNC BB&T KeyBank Regions
Chase America Fargo

(T Spend (S millions) 0 of Assets
Source: UBS, Business Insider, Bankrate.com

Itis important to note that the financial sector, as a derivative of assets under management
(AUM), reveals that banks and credit unions allocate a small portion of their overall
technology budgets to modern technologies and innovation initiatives.

Key Point Specifically, banks typically dedicate about 0.0882% of AUM to innovation
initiatives, while credit unions allocate approximately 0.0616%.

To illustrate this allocation, consider a bank with $1 billion in AUM; it would spend around
$882,000 on innovation initiatives (0.000882 x 1,000,000,000). Similarly, a credit union with
$1 billion in AUM would allocate about $616,000 on innovation initiatives (0.0000616 x
1,000,000).
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As a service provider to banks and credit unions, it is essential to understand that a sizable
portion of their IT budget is allocated to maintaining existing platforms, managing security,
and ensuring compliance with regulatory and risk management programs. This emphasis on
operational stability is vital for the integrity of the U.S. banking system. However, the budget
for innovative technologies necessitates that these institutions adopt a cautious approach,
balancing the pursuit of innovation with critical operational expenses, affecting their ability
to embrace modern technologies and adapt to changing market dynamics.

References:
Market Watch Largest Banks in the US
Forbes How Much Do Banks Spend on Technology (Shevlin, R)

Top Use Cases for Financial Services Growth

The strategic growth focus for the financial services industry is linked to driving progressive
innovations that enhance critical operational efficiencies, lower costs, automate repetitive
tasks, enhance customer experiences, and foster new product and service developments.
As the industry continues leveraging innovative technology, Fls should leverage cost savings
and reinvest a significant portion of their IT spending into more creative solutions. The
following use cases will be pivotal in enabling Fis's cost and growth model.

Key Point These innovative use cases transcend functional segments at the institutional
level, ensuring a holistic and practical strategic alignment throughout the organization. Every
role within the institution contributes significantly to the growth and success of the business.
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Operational Efficiency

e Onboarding Engagement: Engaging your clients meaningfully with onboarding
journeys is essential. Ensuring elevated levels of engagement early and often, Fls
will help to build long-lasting relationships and open the window for expanded
engagement. Touchpoints such as aggregation, direct deposit, mobile deposits,
events and notifications, money transfers, fiscal management, and cross-sell / up-
sell are critical areas of engagement to focus on.

e Account Management: Streamline account management processes, enabling
relationship managers to track customer activities, interactions, and preferences
and provide personalized service.

e Lead Management: Solutions help track potential clients and manage leads
effectively. This includes nurturing leads through the sales funnel and increasing
conversion rates.

e CustomerJourney Mapping: Understanding the customer journey through various
touchpoints allows Fl to optimize its services and enhance the banking experience.

e Performance Tracking and Reporting: Use systems to monitor sales performance,
measure marketing campaign effectiveness, and analyze customer feedback. This
can drive strategic decisions and enhance business outcomes.

Reducing Costs & Automation of Repetitive tasks

e Risk Controls and Self Assessments: Systems can help automation create
business processes and frameworks across a wide variety of essential components
of effective risk management covering a broad range of objectives, risk
identification, reporting and analytics, risk assessments and prioritization, control
effectiveness and evaluation, data-driven decision-making, continuous
improvement, documentation, and accountability services.

e Regulatory Compliance and Risk Management: Systems can help Fls keep track
of customer data in compliance with regulations such as “KYC/KYB (Know Your
Customer/Business” and AML (Anti-Money Laundering), IAT (International ACH
Transaction), OFAC (Office of Foreign Asset Control), CTR (Currency Transaction
Reporting), BSA (Bank Secrecy Act), SAR (Suspicious Activity Reports), and other
Regulatory items. Thus, all necessary documentation and interactions are recorded
in a central repository, including robust audit reporting. (See the Appendix for More
Information on Risk management resources)

e Customer Service and Support: Facilitate better handling of customer inquiries
and issues. FIs can maintain a record of customer interactions, allowing quicker
resolution and improved satisfaction.
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Chat Bots / Agents / Virtual Assistants: Leveraging Al and advanced models to
execute complex, multistep workflows providing 24/7 Availability, instant
responses, enhanced customer engagement, scalability, cost efficiencies, data,
and analytics, along with consistency of services, streamlined operations, and lead
generation and qualification, can lead to a more efficient, cost-effective, and
positive customer experience.

Improving customer experience

Feedback and Surveys: Fls can use tools to send out customer satisfaction surveys
and gather feedback, helping them better understand customer needs and make
necessary improvements.

Prescriptive Personalization: Leveraging enhanced data, analytics, and
Al/ML/LLMS to create targeted, personalized products that offer a better picture of
consumer behavior and patterns.

Actionable Insights: Leveraging data, aggregation data, discovered accounts, and
enhanced transaction data in a single place with pre-built dashboards provides
actionable insights and segmentation to create campaigns, the next-best product,
and customer journey mapping.

Drive New Products and Services

Audience Segmentation: Organizations can better engage consumers and achieve
a higher ROl on campaigns with better audience segmentation, which marketing
resources can easily export into their social media and CRM platforms.

Ideal Customer Personas: Segment Customers for cross-sell opportunities with
pre-built personas and affinities based on spending habits, demographics, and

product adoption. See Appendix for Financial Services Personas

Cross-Selling and Up-Selling: By analyzing customer behavior and preferences, Fls
can identify opportunities to offer related products or services, such as loans,
investment options, or insurance products.

Mobile and Online Banking Integration: CRM solutions can integrate with banking
apps, providing Fls with a comprehensive view of customer interactions across
different digital channels.

Predictive Share of Wallet: Companies can predict and prevent churn by
identifying where consumers are sharing financial data, the type of data sharing,
and areas of opportunity to gain a share of the wallet.
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e Customer Segmentation and Targeting: FIs can use CRM systems to analyze
customer data and segment their clientele based on behaviors, demographics, and
banking needs. This helps tailor marketing campaigns and personalize offers.

Jobs to be done / Building Blocks for providers

e Banking Services Landscape: According to bian.org, there are sixteen defined
banking services domains and hundreds of services defined within each of those
domains. Understanding where your solutions map to the various banking services
landscape, business capabilities, APls, Microservices, Integration frameworks,
customer experiences, risk management and compliance, digital transformation,
and ecosystem collaboration among banks, fintech, and other financial services
providers to enhance services offerings and foster innovation.

e Market & Product Segment fit: [dentify the ideal customer base and scale marketing
operations that align with the banking market dynamics of the financial services
industry's evolving business needs. Refine the perfect customer profile, ROl models,
use cases, and enablement functions.

e Total Addressable Market: Detailed mapping of the total addressable market based
on ideal customer profiles, defined use cases, predictive financial models, bottoms-
up, and top-down analysis. Focus on a realistic segment of the market to drive
meaningful conversion rates.

e Sales Roadmap: Feature and Gap alignment. Where do you have a stronger position
than your competitors? Where are your perceived gaps? Release schedules and
current, planned, and contemplated features to meet the industry's needs.

e Partnering: Build a lean and efficient revenue organization by defining how to
leverage partners to enhance your G2M reach and where to partner with banks,
FinTechs, services providers, system integrators, and consultants.

e Advisory Boards: Solicit critical client feedback on why you won or lost, what
features your prospects prioritize, and how to elevate the solution to a must-have vs.
a nice-to-have solution.

® Verify and lterate: Focus on annual and long-range planning to systematically scale
operations, institutionalize critical functions, and refine financial models for total
addressable market analysis, ensuring alighment with the mission and vision.
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Conclusion

We are at an inflection pointin history, entering the Industrial Revolution's fastest and most
transformative phase. This new era follows the profound changes of previous industrial
revolutions, each fundamentally reshaping society and the economy.

The First Industrial Revolution transitioned societies from agriculture to urbanization,
propelled by railroads and steam power that facilitated the mass movement of people and
goods. This foundational shift set the stage for the Second Industrial Revolution, introducing
widespread electric power and chemical manufacturing, transportation, and
communication innovations. As a result, this era fostered mass production and consumer-
based economies, further urbanizing labor forces across industries.

The Third Industrial Revolution marked a period of globalization driven by rapid
advancements in computers, digital communications, and the expansion of the Internet,
particularly in the United States, Europe, and Asia. This era established an information-
based economy emphasizing data and IT services, resulting in a highly interconnected global
trade environment. Additionally, it transformed workforce dynamics by increasing the
demand for skilled labor while presenting challenges related to automation and its social
implications.

Acceleration into the Fourth Industrial Revolution is characterized by rapid advancements in
artificial intelligence and related technologies, accelerating transformation across various
sectors. Breakthroughs in deep learning and machine learning will revolutionize data
processing, significantly impacting areas such as natural language processing and
computer vision. At the same time, automation and robotics will take on more
manufacturing and customer service tasks. This shift may displace specific jobs and
necessitate workforce reskilling, but it also promises increased productivity and economic
growth. However, it raises critical societal, ethical, and privacy concerns that must be
addressed as we navigate this transformative era, which will fundamentally reshape our
economies and societies.

Organizations that outpace competitors and execute innovative growth strategies will
significantly impact the financial services industry, separating themselves as the thrivers
and survivors of the Fourth Industrial Revolution.

I am grateful to my friends, industry experts, and peers, Alan Palladino, Jim Briggs, Clint Johnson, Steven Giannotti, Chris Wilson, Raymond

Den Hond, and Steffi Thorlichen, for their input, review, and feedback.
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Financial Services Personas

Retail Banking Personas (Marketing Based)

In retail banking marketing, customer personas are crafted to effectively tailor products,
services, and communications to various market segments. These personas help banks
understand their customers' needs, preferences, and behaviors, leading to improvement.

Customer service, product development, and marketing strategies. Here are the most
common customer personas used in retail banking marketing:

1. The Young Professional

Demographics: Early twenties to mid-thirties, often single or newly married, starting
their career journey.

Behavior: Digitally savvy, seeks online banking services, mobile banking apps, and
financial planning tools.

Goals: To manage student loans, save for the future, and invest wisely. They are
interested in financial products that offer flexibility and growth.

Challenges: Balancing student loan debt with the desire to save and invest.

2. The Established Professional

Demographics: Mid-thirties to early fifties, typically with a stable career and higher
disposable income.

Behavior: Looks for products and services that help in wealth accumulation, such as
savings accounts with higher interest rates, investment products, and retirement
planning services.

Goals: To maximize wealth, save for children's education, and prepare for retirement.
Challenges: Finding the best strategies for wealth accumulation and tax
optimization.

3. The Retiree
Demographics: Aged sixty and above, retired, or nearing retirement.
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Behavior: They are interested in securing their financial future with low-risk
investments and seeking advice on pension management, estate planning, and
healthcare financing.

Goals: To ensure financial stability in retirement, manage healthcare costs, and leave
a legacy for their family.

Challenges: Adjusting to a fixed income and managing healthcare expenses.

Growth Strategies, Innovation, and the Impact on Financial Services
All Rights Reserved



25

4. The Small Business Owner

e Demographics: Varies, but often individuals who own and operate their own
business.

e Behavior: Seeks business banking services, such as business accounts, loans, credit
lines, and merchant services—values personalized service and advisory.

e Goals: To grow their business, manage cash flow effectively, and secure financing.

e Challenges: Navigating business fiscal management and securing loans with
favorable terms.

5. The Tech-Savvy Innovator

e Demographics: Often younger but spans all ages; embraces technology and
innovation.

e Behavior: Prefers digital-first banking solutions, such as mobile payments, online
banking, and fintech apps. Values efficiency and innovation.

e Goals: To utilize the latest banking technology for convenience and efficiency.

e Challenges: Finding a bank that keeps pace with technological advancements and
offers innovative solutions.

6. The Security Seeker

e Demographics: Varies; includes individuals concerned with financial security and
privacy.

e Behavior: They value banks with robust security measures, fraud protection, and
privacy guarantees. They may prefer traditional banking methods over digital, fearing
cyber threats.

e Goals: Protect their assets and personal information from fraud and theft.

e Challenges: Trusting digital banking platforms and balancing security and
convenience.

7. The Financial Novice

e Demographics: Often younger individuals or those new to managing their finances.

e Behavior: Seeks educationalresources and guidance on essential financial products
and services. Prefers simple, straightforward banking solutions.

e Goals: Learning about fiscal management, building credit, and making informed
financial decisions.

e Challenges: Overcoming the learning curve associated with financial planning and
banking.
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Banking Compliance and Risk Management Resources

1. Compliance Department

Chief Compliance Officer (CCO): The top compliance leader responsible for the
overall compliance program. They oversee all compliance-related activities and
report directly to senior management.

Compliance Manager: This person leads specific compliance areas (e.g., anti-
money laundering, consumer protection, fair lending).

BSA Officer / BSA Manager: This position conducts day-to-day compliance tasks,
including monitoring, testing, training, and reporting. It often specializes in a specific
regulatory area.

Compliance Auditor: Conducts internal audits to assess compliance with policies
and regulations.

2. Risk Management Department

Chief Risk Officer (CRO): This person oversees all bank risk management activities
and works closely with the CCO to ensure alighment between compliance and risk
frameworks.

Risk Manager: This person leads specific risk areas (e.g., credit risk, market risk,
operational risk).

Risk Analyst/Officer: Evaluates and manages specific risks within their assigned
areas.

Risk Auditor: Conducts internal audits of the bank's risk management processes.
Legal and Internal Audit: Legal advises on compliance and regulatory matters, while
Internal Audit independently assesses the effectiveness of compliance and risk
management, ensuring legal adherence and operational integrity.

3. Other Key Roles

Human Resources: Plays a crucial role in developing and implementing employee
compliance training programs.

Operations/Technology: Ensures that systems and processes comply with
regulations.

Business Line Managers: Responsible for ensuring compliance within their specific
areas of the bank (e.g., lending, deposits, treasury).
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e Policy Development & Maintenance: Creating and updating compliance and risk
policies and procedures.

e Regulatory Monitoring and Compliance Testing: Stay informed of regulatory
changes and conduct regular compliance reviews to identify improvements and
ensure adherence to standards.

¢ Risk Assessment & Mitigation: Identifying and evaluating potential risks and
developing mitigation plans.

¢ Employee Training: Providing ongoing training on compliance and risk management
requirements.

e Reporting & Communication: Reporting compliance and risk issues to senior
management and regulators.

¢ Incident Response: Managing and responding to compliance and risk-related
incidents.
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