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¢ Digitization gets sticky

e Money in a pinch

¢ Rebundling the fintech offer

¢ Educate, don’t gamify
e From Esg to ESG
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The acceleration in adoption of digital financial services and e-commerce
during the COVID-19 pandemic has been well-documented. But what is
less clear is whether—and how—that will stick as vaccinations increase,
the economy re-opens and we head into the new normal.

The new fintech landscape, coupled with continued innovation and evolving
consumer expectations, presents a number of significant opportunities
as well as particular challenges for product developers and marketers at
firms of all sizes. In this paper, we will highlight five key themes that we
expect to impact the world of FinTech in 2021, and potentially beyond,
based on our analysis of consumer insights data and recent market trends.
But before we jump in, it is important to ground us in two notable devel-
opments after a year of COVID-19.

2020 was another strong year
for fintech in the U.S., despite

the pandemic

There was heavy fintech funding in the U.S. coming on the heels of an
exceptional 2019. Thirteen fintech unicorns, with valuations of more than
a billion dollars, were created. And there were several high profile fintechs
that went public, including Lemonade, Root Insurance and Affirm.

On the consumer side, we saw a dramatic acceleration of digital adoption
as we went into pandemic and this was across the board in fintech, with
mobile payments, mobile banking, investments as well as lending and
financing. In the investing world, we saw dramatic market movement and
a change in the mentality of retail investors with the performance of
GME, AMC, and Dogecoin.

In March 2020 we were just going into lockdown with the COVID pandemic
and facing an uncertain future. We ended the year with the first COVID
vaccines being authorized and with everybody looking hopefully towards
recovery and return to a new normal.
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Unequal experience of the COVID-19 pandemic
and the K-shaped recovery

One other point to set the stage. There are two very Looking at Ipsos data from February 2021 we see
distinct and unequal experiences of the COVID younger folks, lower income segments and people
pandemic and its aftermath. Some segments of the of color disproportionately struggling financially
population, notably the affluent, did well and saw during the pandemic and after.

an increase in wealth and savings, while others
faced increased unemployment, reduced savings
and heightened financial hardship.

Unequal experiences

% Agree by Age % Agree by Race % Agree by HH Income

After paying my bills, | worry about After paying my bills, | worry about After paying my bills, | worry about

| do not have money paying all of my bills | do not have money paying all of my bills | do not have money paying all of my bills

left to spend on the each month left to spend on the each month left to spend on the each month
things | want

things | want things | want
45% 55%
43%

49%

47%

32%
28%

® 18-34yrs @®35-54yrs @55+ yrs ® White ® Non-White ® Under $50K @ $50K-$100K ® $100K+

Source: Ipsos Consumer Coronavirus Tracker, Feb 2021

Importantly, these numbers have been diverging 6 months. We expect this divergence to continue
and getting worse since last summer when we last and lead to what is being referred to as a K-shaped
gathered these data, with lower income households recovery.

in particular struggling much more in the past
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THE THEMES
1. Digitization Gets Sticky

The pandemic’s lockdowns and restrictions accel-
erated—almost forced —adoption of digital financial
services, whether that was how we paid for
purchases or how we banked.

Ipsos data shows that 25% of consumers, since
the start of the pandemic, have tried for the first-
time contactless payment methods, which include
mobile payments/paying with a smartphone,
contactless card payments or P2P payments. And
13% have tried digital banking for the first time,
whether using their bank’s mobile app or a fintech
banking app.

First-time payment methods

Tried for the first time since the start of the
COVID-19 pandemic...

\ tried ~ tried
259, contactless 13% digital

ayment .
I")neythods banking

Not just millennial and affluent consumers are making the
switch: numbers hold for middle-aged consumers (age 35-54)
and middle-income households ($50K-$100K) and are much
stronger among non-white consumers

Source: Ipsos Consumer Coronavirus Tracker

Importantly, it’s not just millennials and affluent
consumers who are making the switch to digital.
These numbers hold for those 35-54 and those
with middle incomes $50K-$100K in HHI and much
stronger with people of color.

These numbers have steadily ticked up: They were
about half as strong last summer and have increased
steadily since then.

These are dramatic increases in adoption and
first-time usage numbers. What banks and payment

providers and fintechs have been trying to do
for several years with digital adoption has been
effectively pushed through in 12 months.

The question of course is: will consumers stick
with it? Our data says yes.

>50% of these first-time users expect
to continue using these contactless
payments and digital banking methods
post-pandemic

The majority of first-time users of contactless
payments and digital banking say they will continue
to use these digital financial services post-pandemic.
And the numbers on continued usage at least

hold steady with segments beyond affluents and
millennials and even increase with some segments.

As these data on digital adoption show, COVID
has actually facilitated financial inclusion in some
segments and areas. However, given the K-shaped
nature of the recovery, some risks of leaving
vulnerable segments behind remain.

As the push to digital continues, are we doing
enough to not alienate the most vulnerable
segments, including the lower income households,
older consumers—those who are less tech savvy
or have less access to tech?

The implication for providers—banks, payments
companies, fintechs—is clear. The increased digital
adoption is here to stay and providers must be
prepared to create superior digital functionality and
seamless experiences. The challenge—and the
opportunity —for banks and financial services firms
is how to ensure that you’re considering the needs
of all segments beyond just millennials and afflu-
ents. How can financial firms ensure that this shift
online draws in those who are currently unbanked,
under-banked or less tech-savvy, rather than
further alienating them?




2. Money in a Pinch

Providers are trying different ways of spotting clients
cash when they need some assistance.

There are three alternatives to credit cards and
small loans we have been tracking. These include
Buy Now, Pay Later (or point-of-sale financing),
Overdraft Protection (above and beyond low- or
no-fee overdraft, e.g. Chime allowing overdraft up
to $200), and Paycheck Early (get your paycheck
up to 2 days early).

Provider alternatives

Buy Now Overdraft Paycheck
Pay Later Protection Early
Klarna. chime chime
affirm) pave @ earnin
afterpayaA?

But what do people actually want? And why?

Ipsos asked consumers their preference; the results
are shown here. What is interesting is the difference
in preference based on demographic and attitudinal
segments. The overall population prefers overdraft
protection. Lower incomes also have a stronger
preference for overdraft protection, while higher
incomes prefer point-of-sale financing (or buy now,
pay later). “Paycheck early” appeals more to those
who want to break from the norm—they don't like
financial institutions or to try out new solutions. With
that in mind, it’s critical you know your customers
and include products designed specifically for them.

Stated Preference

Overdraft protection is
preferred in total, but more
strongly by lower incomes

Point-of-sale financing is

“Paycheck early” resonates
more appealing to higher ! with those who do not like

incomes and those who do
not miss bill payments

large institutions and want
to try out new providers

0
- 39% - 36% 36% 839 38%
0
& 28% 29% %* 29%

Overdraft protection Point of sale financing Paycheck early

® Total ® Under $25K @ Over $100K Don’t like large institution ~ @ Like trying out new providers @ | never miss bill payments
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We tested Chime with the Overdraft feature with
consumers and they easily picked up on this added
benefit.

Chime is one of the best at targeting vulnerable
consumer segments: they offer both overdraft and
“paycheck early.” We've tested Chime twice using
our validated concept testing approach. We get

A look at Chime

Concept Performance

Archetype Niche/Targeted

Seek information
Commitment o
Broad appeal
Liking

Value
Uniqueness
Believability
Need fulfilment

Best @ @® @ @ Worst

What is interesting from our messaging analysis
is that the overdraft feature drives interest in the
concept.

Like Chime, it’s important to keep vulnerable
segments in mind. The vulnerable are likely to be
more exposed through the K-shaped recovery,
so it’s critical providers understand what features
interest which segments and build inclusive

consumer feedback on key success metrics and
compare the scores to our database, indicated by
the colored circles below. Based on the pattern

of the scores, we can also identify an innovation’s
profile; in this case, we see Chime is a niche
product, which makes sense as their CEO has
specifically said they are only focused on the most
vulnerable segments.

chime Messaging Elements

Most Relevant Least Relevant

e No hidden bank fees

¢ Fee-Free Overdraft

e No hidden fees

e No minimum balance requirements
* No overdraft fees

e No hidden bank fees

e Set up direct deposit and get paid
2 days before your co-workers

¢ Fee-Free Overdraft

e We will allow you to overdraw up
to $100 on debit card purchases

e Set up direct deposit and get paid
2 days before your co-workers

e Chime is an award-winning mobile
banking app and debit card

e No hidden bank fees
* No overdraft fees

e We will allow you to overdraw up
to $100 on debit card purchases

Source: Ipsos. This concept was tested by Ipsos purely for R&D purposes among a gen pop audience.

products. Some of the innovations may require
some risk, but taking that risk can lead to a long
term relationship with a client you might have
ignored in the past. While we anticipate that services
that offer money in a pinch will grow, it will be
important for providers to know their consumers’
specific needs, as a one-size-fits all approach

will not work here.
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3. Rebundling the Fintech Offer

Banks are known for offering a breadth of services.
Fintechs, however, typically begin by focusing on

a single product or a single underserved segment.
Increasingly though, fintechs have started to expand
their breadth of services in an effort to deepen
customer relationships, challenging banks in the
process.

SoFi’s expanding product footprint

A few recent product introductions from fintechs
exemplify this trend: Acorns (IRA, checking),
Betterment (checking/savings), Square (checking,
savings, investing), Chime and Affirm (credit card),
and no better example than SoFi.

SoFi is founded to Commission and fee-free Samsung Money by SoFi
provide affordable trades of stocks and ETFs launched; SoFi pursues a
student loan options introduced via SoFi Invest banking license. SoFi credit

Heavy VC funding to
extend into personal
loans and mortgages

"', o,
-r
i &5, €
- -
fyma
Py
‘-\.l‘.' Adl ‘:*’

card announced

Robo-advisor service SoFi Automated
Investing and cryptocurrency trading
(in partnership with Coinbase) introduced

P

g
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SoFi started in 2011 as a student loan refinancer,
expanded into mortgages and personal loans, then
offered investing services with SoFi Invest and SoFi
Automated Investing. Most recently, SoFi launched
the Apple Pay-equivalent Samsung Money by SoFi.

In addition, SoFi continues to pursue a banking
license and has also just announced a credit card.

We tested the base SoFi offer, with heavy emphasis
on loans, as well as the SoFi Invest offer.

SoFi: Settling in as a deeper, stronger niche

Concept Performance

SoFi Base

SoFi Invest
Niche/Targeted | Niche/Targeted

Archetype

Seek information
Commitment
Broad appeal
Liking

Value
Uniqueness
Believability [ ]
Need fulfilment

Best @ ® @ Worst

SoFi #t Base

Most Relevant Most Relevant

 Great benefits

® Access to live customer support

* Borrow up to $100K

© Everything you need to get your money right
e Great rates

© With SoFi, it's simple

 Simple online application
e Unemployment protection
® Setup is fast and easy

e Great rates

 Great benefits

Messaging Elements
SoFi #2 Invest

e All-in-one investing

e Easy to use

® Pay zero commission fees
© Avoid high costs

* No account minimums

o Get started with as little as $1

e Trade stocks and ETFs for free

 Pay zero commission fees

* Buy and sell stocks commission-free
o Without committing to a whole share

Source: Ipsos. This concept was tested by Ipsos purely for R&D purposes among a gen pop audience.

Looking at the scores on consumer demand KPls,
we see strong commitment for both SoFi and

SoFi Invest with moderate broad appeal, indicating
a niche/targeted innovation profile.

By introducing SoFi Invest, you might think that
SoFi is going after a broader audience, but the focus
is on deepening existing customer relationships.
SoFi Invest is also a niche product, so SoFi is going
after the same audience.

The benefits of SoFi Invest that resonate include
commission-free trading, low costs and ease of use.
These are aligned with the base SoFi offer and
seek to reinforce and strengthen the brand as SoFi
seeks to become a one-stop shop for financial
services for specific population segments.

Continue to expect the unexpected in fintech
competition.

As fintechs broaden their services and deepen
customer relationships, they pose a bigger threat
to banks as they advance further into their territory.
When SoFi focused on student loan refinancing,

it may not have mattered as much, but with the
expansion of their product footprint, they are a
greater threat.

We expect fintechs to continue to successfully
expand their footprint of services, meaning banks
and payment providers should continue to expect
the unexpected from their fintech competition and
be willing to pursue segments and/or defend niches
before fintech advances.

9
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4. Educate, Don’t Gamify

It’s hard to think about 2020 and the environment
going forward without touching on investing. It was
truly a roller coaster year.

There was a quick recovery after a sharp market
drop, but much of this was due to an unpreceden-
ted circumstance. For one, the federal reserve held
rates low and bought back bonds to support the
market and everyday investors were more active
due to no commission trading, added stimulus,
and general boredom. While the market recovery
is good, it has changed many investors thoughts
on general investing.

Much of the activity was fueled by low-cost
solutions such as Robinhood. Robinhood and
similar solutions typically offer little if any advice/
education materials and may even gamify the
platform to push clients to be active through
gamification. Consumers’ thoughts of Robinhood
have changed along with perceptions of the general
market. We tested Robinhood with consumers and
we see it’s undistinguished and no longer seen

as unique. We've seen additional push back from
regulators and from consumers on trust after some
suspicious trading pauses while the likes of AMC
and Doge corrected. These market conditions and
push back against fintechs creates an opening

for traditional providers.

Fight FOMO with education and preparation

Concept Tested

LN
Archetype

Seek information
Commitment
Broad appeal
Liking

Value
Uniqueness
Believability
Need fulfilment

Best @ ® @ Worst

Tweet

Robinhood &

THE WALL STREET JOURNAL.

SE(‘ to Explore Rules for Apps That ‘Gamify’ Trading, New Chairman Says

Tweet

o Robinhood Help @

Source: Ipsos. This concept was tested by Ipsos purely for R&D purposes among a gen pop audience.

Traditional firms can capitalize on the conditions
by using education as a differentiator. Anyone who
was investing could have made money in 2020,
but that is unlikely to be the case going forward,
especially given the focus on individual stock/
securities that has dominated headlines recently.
The less financially literate are especially exposed

IPSOS. | THE FUTURE OF EINTECH

and could be left behind. Providers must keep them
in mind when designing solutions. We anticipate
that providers that prepare their clients and set
them up to thrive if a correction or individual equity
sinks in value will establish a platform for continued
work and ultimately benefit over players pushing

a more gamified approach to investment.




5. From Esg to ESG

When it comes to ESG (Environmental, Social, and
Governance criteria), financial services firms and
fintechs have focused on environmental impact for a
while now, as evidenced by the examples below:

e Banking—Aspiration is a digital bank that won’t use
consumer deposits to fund fossil fuel projects.

e Payments—Doconomy, a Swedish digital bank
focused on reducing unsustainable consumption
and carbon emissions, introduced a credit card
with a CO2 cap on spending, effectively a credit
card that monitors purchases by their carbon

In 2021, Social is important

Racial equality

Individual liberty

Religious freedom

Environmental conservation

Gender equality

Patriotism

Income equality

Tolerance and openness to global cultures
Marriage equality 1%

10%

Other values not listed 4%

14%

emissions—and puts a cap on spending based
on a user’s impact on the climate.

¢ Investments —Betterment, Personal Capital and
others have ESG investing options that primarily
focus on environmental impacts and avoiding
investments in companies directly or indirectly
involved in fossil fuel projects.

However, we expect financial products that directly
and indirectly support issues beyond the environ-
ment will resonate in 2021.

15%

66%
59%
65%
19% oz%
18% o9%
18% 1o%
51%
52%
52%

® Important @ Most Important

Source: Ipsos Social Values Research. Q: Looking at the list of social values below, please select all that are important to you. (Gender equality, Racial equality,
Environmental conservation, Individual liberty, Patriotism, Religious freedom, Marriage equality, Tolerance and openness to global cultures, Other social values not listed above




Ipsos data shows that consumers do care about the
environment, but they care as much and more about
many social issues—racial equality, gender equality,
income equality, etc. And that cannot be ignored.

In fact, brands/companies/providers are expected

to take a stance on social issues, according to Ipsos
research on the financial sector. As we saw earlier,
people of color and lower-income consumers continue
to feel pandemic effects disproportionately. Providers
should emphasize financial inclusion of these most
vulnerable segments and build financial products,
services and functionality that support them.

Fintechs face an uphill battle
e to be trusted as protectors
mmmm Of cOnsumer financial data—

and a daunting challenge

on governance.

In addition, when we asked consumers who they most
trusted to protect their financial data—banks, fintechs,
big tech or the government. A lot of consumers chose
“none of the above,” mirroring the increasing lack of
trust in institutions. But among the others, banks were
most trusted. Fintechs and Big Tech much less so. As
fintechs navigate thorny data ownership questions—
especially in cases where they have banking as

a service partnership—they face a data governance
challenge to gain trust, while banks have an edge.

Fintechs, especially private fintechs, have often skated
by without much attention from regulators. But if the
Wirecard debacle in the UK taught us anything, it is
that fintechs are going to be increasingly scrutinized
by regulators, investors and consumers. Again, banks
have the edge here, having already had to comply
with greater regulations and historical emphasis on
governance issues.

When it comes to ESG, we expect to see companies
whose services move beyond the E to encompass
the S and G gain an upper hand in 2021.
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e We expect a K-shaped recovery
which will increase the distance
between segments, whether that’s
the non-tech savvy, lower incomes,
ethnic groups or those who are
less financially literate.

It is critical that providers offer
products that reduce alienation and
consider the non-tech savvy.

Consumers make product decisions
on more than just feature sets and
pricing—there is a heightened focus
on key issues, meaning brands,
companies and products that recog-
nize all of ESG—Environmental,
Social, and Governance—will
resonate more strongly.

About Ipsos

At Ipsos we are passionately curious about
people, markets, brands, and society. We
deliver information and analysis that makes
our complex world easier and faster to
navigate and inspires our clients to make
smarter decisions. With a strong presence in
90 countries, Ipsos employs more than 18,000
people and conducts research programs in
more than 100 countries. Founded in France
in 1975, Ipsos is controlled and managed by
research professionals.
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