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Trends we have seen so far

Success of contactless card based payments

* Despite media criticism on security and data
privacy a few years ago

* Germany still lagging behind compared to other
countries

2018 data
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Trends we have seen so far

= Success of Mobile Payments / Wallets (e.g. Apple Pay)

Number of Apple Pay users worldwide as of September 2019

Number of Apple Pay users worldwide 2016-2019

PayPal

payback Pay

Masterpass

Google Pay

Apple Pay

Barclays bPay

bitpay

Users in millons
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Trends we have seen so far

Use Of b|ometr|cs for Services where banks perform well, top 5 brands
authentication into / within

. Free-of-charge Lending . . X Range of d
ba n kl ng a pps # conitions * # services %

1 DKB 71%

1 ING (German 23% 4 Volksbank Volksbank 1 DKB 43%

2 NG Germany 4% ﬁ ! Rafffeisenbank 5% M D ——

3 comdrect 3 ——————— 2 Sparkasse 39% 2 DeutscheBank 39% — ——  —°

. . ——————————— 3 comdret = 17% 3 gpardaBank  37% 3 Sparkasse 36% 3 ING(Germany)  38%
Open interfaces to banking to ¢ owseant | 2% & sowdaanc 7% & Dascregank 26w & Commerhark 9% 4 Commersbank 3
5 Commerzbank 21% 5 Commerzbank 12% 5 comdirect 27% 5 Sparda-Bank 32% 5 Postbank 31%

comply to PSD2 via Berlin
Group et al AP| o =

Transparency %

1 comdirect 21% 1 ING(Germany)  23% 4 ;0_‘;5{3&”11) . e 1 DK8 86% comdirect 37%

2 ING(Germany)  18% 2 comdirect 2% et 5 omdirect 79% 2 DKB 32%

2 Sparkasse 3% — SoardaBank 3%

H 3 DeutscheBank  16% 3 Commerzbank  17% 3 pym Jo% 3 ING(Germany) 745 3 opardaBank  23%

o an S eXpOSG SerVICGS 4 Volksbank 1% 4 DKB 6% 1 mon o 2 Spardamank | 5a% ING (Germany) 23%
Raiffeisenbank 4 Deutsche Bank P TVoksbank

5 BNP Paribas 14% 5 Sparkasse 15% 5 BNP Paribas 36% 5 Postbank 40% Raiffeisenbank 2%

e Some banks consume [ 5L i o
services to offer view over
all bank accounts
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Trends we have seen so far

Online payments increasing
Merchants app with payment included
Better UX and trends for invisible
payments (Uber, FreeNow...)

direct debit

credit card

debit card

prepaid cards / vouchers

cash in advance

cash on delivery

none of the above

other
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Details: Germany; January 29 to March 13, 2019; 2,072 respondents; 18-64 years

© Statista

State of PSD2 SCA

Figure 13. Criticality of challenges faced in complying with SCA requirements

Choice of optimal authentication level
and tools (e.g.; 3D secure)

Handling fraud in real-time
Maintaining a positive customer experience
Dynamic linking

Managing exemption handling

Source: Capgemini Financial Services Analysis, 2019; WPR 2019 online survey responses.
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ldeas and topics without breakthroughs

Blockchain for standard payments, Asset Tokens, DLT
Payment with Wearables (Cloth, Rings....)

loT Payments

Walk out in-store payments (like Amazon Go)

Access to Account (Statista: Ina 2019 survey in the United States, 42 percent of respondents were not aware that
some apps used third parties to access users' bank account information, while 19 percent knew that some apps worked

like this and 38 percent responded that they were somewhat aware of it. )

netceteca 7
—
Das Sterben der Bankfilialen
Anzah Kreditinstitute und Bankstellen in Deutschlz
@ Bankfilialen Kreditinstitute
50.000 2.500
A 2007-2017
40.000 2.000
A 2007-2017
30.000 1.500
2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017
=200 —— statista %
Geschétzt: 300 Banken in 2030
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Fintechs as challengers: Perception of threat

FinTechs developing segment-focused value propositions
and getting closer to customers 50%

FinTechs that have grown using unbundled services
and by expanding in the universal banking mode

e.g.: Paytm, RazorPay, Grab, Starling Bank, Monzo

FinTechs using tier-two and tier-three banks
for infrastructure needs

e.g.: Square, Stripe, Robinhood

FinTechs collaborating/partnering for value-added
offerings

e.g.: N26 and Transferwise

(Source: Cap Gemini World Payments Report 2019)
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Fintechs as challengers: Actual status
EVALUATION BASED ON FUNCTIONALITY & USABILITY
5 4 Functionality
REVOLUT
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3 i SWISS B-ANK STARLING BANK
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ULt TIER-
UK BANK r
1 - UK BANK
Source: CAPCO DIGITAL SWITZERLAND
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The play of the GAFAs (and BATs)

Disrupting all industries
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Bigtechs as real threat

‘ ‘ FinTechs are rather an opportunity

netceteca

than a threat for banks, but BigTechs
and card giants Visa/MasterCard are
because they have huge investment
budgets, fairly good trust from
clients, and huge client bases.”

—Nicolas Cailly
Global head of marketing — Payments
and cash management, Société
Générale

‘ ‘ You need to consider that the
BigTechs will always have scale on
their side and this conflicts with the
banking providers that follow the
use of more open standards. The
standards do lower barriers to entry
for providers, but ultimately, it is
market dynamics that will dictate.”

—David Thomasson
Product director, Payments &
commercial lending, Metro Bank
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Readiness

Figure 10. Banks’ readiness in exposing and consuming API services

API Services Exposing Data API Services Collecting Data

Real-time payments Aggregator APIs

Refund/refusal service
Authentication

Payment guarantee 24%

Marketplace APIs
Intra-bank statement [FAZANNESS

Attribute provisioning
Conditional payments [FXANNESA (digital identity related)

E-mandate

Branch/ATM locator API management

M Implemented [ In development [l No plans at all

Source: Capgemini Financial Services Analysis, 2019; WPR 2019 online survey responses.
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Figure 9. Banks’ investments in digital transformation initiatives
60% 58%
Regulatory Securityand  Open banking Digital Internal Data analytics Data privacy
compliance  fraud mitigation initiatives enhancements efficiency and predictive  protection and
beyond (e.g.; omnichannel improvement intelligence handling
regulatory initiatives,
compliance CRM software,
customer
service channels)
Source: Capgemini Financial Services Analysis, 2019; WPR 2019 online survey responses.
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Where to go?

netceteca 15
Clustering Payments Trends
NSZESd /—‘ Examples: European Scheme
Account ID&V, KYC
related related
Examples: Tokenization
Ecosystem Technology
related related
Ux & Examples: In App Payments
unctional
S New Checkout standard: SRC
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Trend: European (card) scheme
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Technology trend: tokenization
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Tokenization now also for merchants

OEM Wallets

G Pay

Issuer Wallets
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First results

Approval rate tokens vs. PAN at benchmarked samples

P ~ 6% increase in approval rates
communicated by two schemes

~ 6%

Increase

P 4 -9% increased approval rate in randomized
comparison between token to PAN-based
authorizations at a global PSP (Sept. 2019)

N

Approval rates vary by country, merchant and issuer

*Scheme 1: sample of over 50,000 transactions across participating online merchants during
2019, compared to overall ecommerce transactions during the same period 2018.

*Scheme 2: Authorization rate lift from decline codes within a sample of 17 merchants.

UX and functional trends

22
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EMV® Secure Remote Commerce:
Key points of EMV SRC framework

» Future standard to make card based e-commerce
checkouts more seamless and secure

p Pay securely via single, consistent SRC checkout
button

p Scheme neutral (EMVCo) successor of Masterpass
& Visa Checkout to help interoperability

EMV® Secure Remote Commerce framework

u Secure Remote Commerce l ES>

= SRCshall be the future standard to help card based e-Commerce checkouts to be seamless and

Secure

-  Will be scheme-neutral (EMVCo) successor of MasterPass & Visa Checkout

= Targeting guest checkout situation by avoiding entering card data again and again by device

and user recognition

netceteca 24
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What it looks like: See it live in the US

© & ntipsy//www.saksfifthavenue.com/checkout/SaksBag,sp

GETITBY 12/24 | Order by 12/21 at 12pm EST | Free Shipping with code FREESHIP | DETAILS

kTt Toerue wmasorn | oo o

DESIGNERS ~ THEEDIT ~ WOMEN'SAPPAREL  SHOES  HANDBAGS ~ JEWELRY & ACCESSORIES ~ BEAUTY ~ MEN  KIDS fRoiFTs  SALE

Saks Bag (2)

Burberry 1. 529000 Order Summary

Litle Git's & Gir's Taren Check Trousers SRC b tt
- utton

$29000 Estimated Shipping $7.50
S Eigible

Save For Later Estimated Total $692.50

—
p— > | @ visa

Save For Later OR CHECKOUT WITH

P PayPal G sHoPRUNNER

What it looks like: Already live in the US

O & nhtpsy//www.saksfifthavenue.com/checkout/SaksBag.jsp R

GET IT BY 12/24 | Order by 12/21 at 12pm EST | Free

ipping with code FREESHIP | DETAILS

%%%W Welcome, Sign In shipTo B VI - |

DESIGNERS ~ THEEDIT ~ WOMEN'SAPPAREL  SHOES ~ HANDBAGS  JEWELRY & ACCESSORIES ~ BEAUTY ~ MEN  KIDS  HOME

GIFTS  SALE

Saks Bag (2)
Burberry 1+ $290.00 x Order Summary
Little Girl's & Girl's Taren Check Trousers
4, ARCHIVE BEIGE Subtotal $685.00
Ship it
$290.00 ® Estimated Shipping $7.50
$ Eligible
Save For Later Estimated Total $692.50
Guccl 1. $395.00 x

Embossed GG Leather Bifold Wallet Apply Promo Code +
ONE SIZE, COCOA
— $395.00 @ snipit
. G Eligible

Save For Later OR CHECKOUT WITH

P PayPal G SHOPRUNNER

SRC Button DY 1@ Visa  [E) eoores checkant
netceteca
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SRC User Experience #1

@ SRC Checkout - Mozilla Firefox -

© & hitps//srcmastercard.com/access/welcome/enr +++

O @0 visa Cancel

Protect your payment information

The easy way to pay online

First time enrollme New User Returning User Identified user

Enter your card details

‘ Card Number

‘ Expiry ‘ ‘ Security Code

CONTINUE

Terms and Conditions |  Privacy Notice | Ad Choices
Copyright ©2019 Mastercard. Al Rights Reserved.

netceteca
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SRC User Experience #2

@ SRC Checkout - Mozilla Firefox - a X

© & hitpsy/srcmastercard.com/access/welcome/ent *+ w =

O @0 visa Cancel

Choose a card

automatic device and user M PartnarEarks Card N
recognition

m MyBanke® Card N
seee 5678

‘CONTINUE

Terms and Conditions | Privacy Notice | Ad Choices
Copyright ©2019 Mastercard. Al Rights Reserved
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Push Provisioning (from issuer app to merchant apps)

R ».4 m12:30 R 9401230
€ Linked Apps

Active / Digitized
.

START PAYMENT

Fitbit Pay

Lufthansa Confirm adding Merchant

You successfully added Merchando to your linked
Apps with a 5€ Bonus for activation

[
0 Mo ,
e
(<]

s8B

=S
®
Mia’s Visa v the fingerprint senso
0 Merchando

Cancel

8 = = - o ™ , |\ 4

@ Ferow R
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Checkout today

Merchant app Issuer app (3DS) Merchant app

= Netceters Demo. Tmin v LA 20

& Shopping cart

Confirm your online purchase db & Shopping cart

Pesseconim your poyment i the Netceters. n

Netcetera Demo Bark
MNOM
448,00 EUR
o~y Merchant NOM
Pl m yourcnine
Amount

AIR HUARCHE
UNLIMITED CANCEL Mastercar 4 .

Confirm with fingerprint

EUR 199 3 ia's Vis: Oute

Quantity

)

Mia's Mastercard
o

= sRaae
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Checkout tomorrow (based on delegated authentication)

Merchant app

3 ) - “
Choose card an

® ©

Re4n2
<« Shopping cart

MNOM

448,00 EUR
Online shopping confirmed

X [C

AIR HUARCHE BOSE Hea
UNLIMITED

EUR 199, EUR 249,

online purcha rified! Please continue

netceteca 3 1

Ecosystem
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Stages in ecosystem journey of banks

= The bank orchestrates interactions

between suppliers (incl. FinTechs

and BigTechs ) and customers.

The bank creates new and extended

non-financial ecosystem.

= The bank helps customers navigate
through their daily digital journey.

The bank provides access to its services
and data through Open Banking.
= Invisible banking in which banks
allow third parties to embed its
services into their customer
journeys and vice versa.
= Includes white-labeling, co-branding.

The bank offers traditional banking
services.

= The banks undergoes in-house digital
transformation for operational
efficiency, cost reduction, and
customer experience improvement.

= Includes core banking and digital
banking modules.

netceteca

New
ecosystem
builder

Partner-based
aggregation

Participant
services

Stage 3

Marketplace

Mini-ecosystems in non-FS
segments such as Travel,
Hospitality, Retail

Governance
and control

Digital Orchestration
identity of
stakeholders

APIs beyond
compliance

Account

. PSD2-enabled
aggregation

services

API developer

Core banking hub/API stack

Digital
enhancement

Online, Mobile
banking

Status quo Future state
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Source: World Payments Report 2019

The German situation

204

Many players and bodies in
Germany

joneers

[Fotowers SRRVl
( France ~Singapore
| Australia ~ |

2
Moderate speed, H o ) o @/ Sweden
H E] India Fi Norway
conservative towards 23 A N . k\ =
. . E ® 10 Japan I . \
Innovation §5 /A south Africa & China LS
§§ Iealy A ‘Bra —
§ ES Conservatives
Defending where the battle g
is already lost? £
0 T J
0 10 20
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Payments Open Banking potential
(includes market dynamics and enabling infrastructure)

Source: World Payments Report 2019
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Workshop invitation

Brainstorming on Payspektiven (trends)
Assign trends into big picture
Select top three trends

Asses these three trends: Why, why not?

35

netceteca

Kurt Schmid

Managing Director Digital Payment
Kurt.Schmid@netcetera.com

https://www.linkedin.com/in/kuschmid/ m

Netcetera AG  Europaplatz4
4020 Linz

I Austria

kurt.schmid@netcetera.com
+43 664112 1100

e
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