The Small and Medium Enterprises universe includes many
different constituencies with varying degrees of transparency
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Current state of digital transformation

O% Investors believe banks have clear and credible digital transformation strategy

Do you feel that most banks have articulated clear How confident are you that banks’ digital
and credible digital transformation agendas when it transformation strategies will be effective?
comes to costs, benefits, and timelines?
0% 25%
Yes — Confident
clear and
credible 37% Too
soon to tell
63%
37% Somewhat -
No — clear but lack
not clear or credibility
credible
38%
Skeptical
Source: Oliver Wyman and Procensus investor survey, November 2019
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Formidable challenges exist for the banking sector

Top IT challenges faced by banks

s

80% agree that 36% say ‘IT
day-to-day IT environment/systems
operations & complexity’ is a top

maintenance take up challenge facing their
too much of the IT organization

department’s time

Source: 451 Research's Voice of the Enterprise: Digital Pulse, Organizational Dynamics, 2019
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5% consider 57% agree that the
themselves early IT department lacks
adopters on the the budget needed
leading edge to properly innovate

for the business
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COVID-19 is accelerating digital transformation agendas

\

As of mid-March in the banking industry...

69%

Said coronavirus has had a negative impact on their
organization

50% %
(L

Are currently experiencing loss/reduction of
customer demand, or plan to within 3mo

[

I

73%

Are currently experiencing reduced access to
clients/prospects, or plan to within 3mo

Source: 451 Research's Voice of the Enterprise: Digital Pulse, Coronavirus Flash Survey, March 2020
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Digital Innovation can improve Financial Access for SMEs

SMEs are key contributors to economic activity... but have limited access to finance...

Why banks avoid SME finance What digital innovation can solve

Better
insight
and
foresight
into risk

Faster
and better
lending
decisions

Less
profitable
more risk

AML/KYC
deficiencies

Lack of Insufficient Operational

synergies
through
data
optimization

public technology
data or to monitor
solutions risk
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Winds of Change

Technology

Lowers barriers to entry and promotes innovation

— Application thus far has been in automating the application process (automated income verification vs uploading
documents)

Potential for greater adoption, if more firms shift toward algorithmic underwriting

Friend or Foe?

Traditional banking has not interfered much with growth of lending platforms
— Banks and nonbank lenders will be major sources of institutional capital for peer-to-peer lending platforms

Complementary business models
— If fintechs expand use of securitisation as source of funding, this could represent income stream for financial institutions

Competition and push for profitability will require further exploration of automation technologies, open
banking, machine learning and alternative data to play greater roles

_ As well as industry consolidation
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* New approaches are helpful but not the panacea
» The challenge is still mostly about the data

* There are specific areas of added value

» Users need to clearly define the business problem

 Evolution, not revolution ... yet
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New technologies can help process unstructured documents and
generate insights from text ...
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... or from tables to models ...
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... Or from voice to sentiment

Step 2

Question and Answer

Michael Steven Ptasznik
Executive VP of Accounting & Corporate Strategy and CFO

Looks like my to-do list.

Jeremy Edward Campbell
Barclays Bank PLC, Research Division

Sentiment-Based Changes in level

Well, there you go. For you, it's all of the above... —
Michael Steven Ptasznik
Executive VP of Accounting & Corporate Strategy and CFO C h an g e I n
Exactly.
Jeremy Edward Campbell
Barclays Bank PLC, Research Division
So at this point it looks like organic growth targets are kind of #1 of the bullet here with expense
management kind of #2 in the mind of the investors here. So I think that actually pivots nicely here to the .
start of the conversation. L nguage Complexlty
So obviously, over the last few years here, since the beginning of the whole strategic review process,
you have gone -- undergone a lot of change here to reshape the strategic direction of the company from
divesting in the noncore business to investing in the foundational businesses like Corporate Services and
Market Services and shifting more to the growthy segments of the market overall h . I d
So I guess just, first things first, how do you think that the pivot has gone so far? And where do you think Be aVI O ra = Base Con eteneSS
the company's right now with respect to kind of realizing the benefits of that strategic pivot?
—

Michael Steven Ptasznik
Executive VP of Accounting & Corporate Strategy and CFO

Right. Yes. So we're very excited about the pivot and that the direction that we're heading in. So we're still Analyst faVO“USm

-- let me say, we're still in early innings. This -- we really launched it in the basically September of 2017,
so I guess we're coming up with -- about 2 years now.

And the early results have been very positive. If you look at last year as an example, if you look at --
our focus has really been around driving organic growth of the business. And really focusing on those
areas that actually can grow faster as you mentioned. And so our organic growth last year of our non-

Source: S&P Global Market Intelligence
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