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The FinTech Innovation Agenda was produced in collaboration
with Velera (formerly PSCU/Co-op Solutions), and PYMNTS
Intelligence is grateful for the company’s support and insight.
PYMNTS Intelligence retains full editorial control over the
following findings, methodology and data analysis.
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WHAT'S AT STAKE 0%

S Share of FinTechs that sell
products or services to CUs

ven though traditional financial institu- Data shows that half of FinTechs currently sell products or services
tions (Fls) dominate the financial services to CUs, a trend that has been on the rise after hitting a low of 36%
arena on a national and regional scope, in early 2022. In fact, 8 in 10 FinTechs view themselves more as ven-
a certain segment of consumers turn to dors serving CUs rather than competitors, an indication that FinTechs
options such as credit unions (CUs) and FinTechs and CUs can and should work together to engage consumers today
for their banking needs. Moreover, many FinTechs and in the future. A key objective among FinTechs is to innovate
partner with CUs and other Fls to provide the inno- new products that extend their brand reputation and market reach.
vative products and services that today’s digitally FinTechs are also expanding their mobile features and capabilities
savvy consumers expect. Looking ahead three to and improving the user experience with the aim of retaining existing
six years, FinTechs, along with CUs, are developing accountholders and attracting new customers. Like CUs, many — but
roadmaps for digital banking and payment innova- not all — FinTechs have also set their sights on attracting Generation
tion to drive future growth. Z consumers, recognizing that this digital-first generation is a grow-

ing market opportunity into 2030 and beyond.

TS yelera
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What's at Stake

FIGURE 1:
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FinTechs that sell products or services to CUs
Share of FinTechs that sell products or services to CUs, over time

Q4 2022
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The FinTech Innovation Agenda, a PYMNTS Intelligence
and Velera (formerly PSCU/Co-op Solutions) collabora-
tion, examines how FinTechs are innovating to meet the
financial needs of consumers at CUs and other Fls. The
report is based on a survey of 101 executives at FinTechs
that provide services to CUs, commercial banks, com-
munity banks and individual consumers. Conducted

ANEEEEEEEE SEEEEEEEESE EEEEEEEEEE SEEEEEEEEEE EEEEEEEEEE EEEEEEEEEN
EEEENENANR EEENENNNNR NEENNDDD DNDNGDSGER DMDBSSSSRR Manamnann between Oct. 16, 2023, and Nov. 10, 2023, the survey
ANEEEEEEEE EEEEEEEEEE EEEEEN ANEEEEEEEE EEEEEEEEEE EEEEEEEEEN
ANEEEEEEEE EEEEEEN EEEEN ANEEN ANEEEEEEEN

investigated FinTechs’ innovation priorities and plans.

PYMNTS
INTELLIGENCE

G

This is what we learned.

Source: PYMNTS Intelligence
The FinTech Innovation Agenda, June 2024
N = 101: Complete responses, fielded Oct. 16, 2023 - Nov. 10, 2023
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KEY FINDINGS
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DISCOUNTING GEN Z

Two-thirds as many FinTechs as CUs say
attracting Gen Z consumers is important.

i 62%

Share of FinTechs that say that
attracting more Gen Z consumers
is at least somewhat important
to meeting their business goals,
compared to 95% of CUs

velera

KEY CHALLENGES

Regulations and technical challenges, rather than
a lack of resources or budget, are FinTechs’ main
obstacles when bringing innovations to market.

o 34%

Share of FinTechs that say regulatory
compliance is a challenge when
bringing innovations to market

© 2024 PYMNTS All Rights Reserved
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Innovating financial products and

services can give FinTechs a competitive
edge, enabling them to engage
digital-first consumers.

velera

FinTechs innovate new products
that contribute positively to
their brand reputation and
market expansion, testing them
internally 2.5 times more than
with external consumers.

FinTechs innovate for a wide variety of reasons. The top rea-
sons are straightforward: to improve their brand reputation
and to enter new markets. In fact, 42% of FinTechs say that
improving brand reputation is an important consideration
when establishing their innovation agendas, while 39% cite
entering new markets. Interestingly, just 8.9% say improv-
ing brand reputation is the most important factor. Instead,
FinTechs are more likely to cite the following as most
important: entering new markets, at 14%; improving profits,
at 12%; and streamlining processes, at 11%. This suggests
that even though brand reputation is important, FinTechs
may be more interested in innovation’s ability to improve
their bottom lines across existing and new markets.

The Full Story | 13
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FIGURE 2:

Top five factors driving FinTech innovation
Share of FinTechs citing select factors as important when establishing their innovation
agenda, by level of importance

Important, but not

Most important  the most important Total
Improving brand reputation 8.9% 32.7% 41.6%
Entering new markets 13.9% 24.8% 38.6%
Improving profits 11.9% 25.7% 37.6%
Streamlining processes 10.9% 25.7% 36.6%
Responding to competitive 6.9% 27.7% 34.7%

threats

Source: PYMNTS Intelligence
The FinTech Innovation Agenda, June 2024
N = 101: Complete responses, fielded Oct. 16, 2023 - Nov. 10, 2023

To deliver high quality products and services, FinTechs cite build-
ing their own tools and testing innovations with employees as the
most important methods in their payment innovation process. More
than half of FinTechs say they build their own tools, while 39% part-
ner with industry consultants and 31% work with outside
vendors. Twenty-four percent partner with credit union service
organizations. Meanwhile, 44% of FinTechs improve their
innovations by testing them internally with employees, compared
to just 17% of FinTechs that test innovations by sharing them
externally with consumers. That FinTechs tend to build their own
tools as well as test payments innovations internally suggests
that they do so to ensure the launch of new products is smooth

and contributes positively to their broader innovation priorities.

velera

FIGURE 3:

FinTechs’ innovation processes
Share of FinTechs citing select methods as important in the payment innovation process

Building our
own tools and
products

Testing new innovations
with employees
to improve our
innovations

Partnering
with industry
consultants

The Full Story

Partnering with
outside vendors

50%

Completing a

full-business case
and ROI calculation
to understand the

financial impact

44%

Having a process that
enables customers (i.e.,
Fls or end customers)
to make innovation
suggestions

39%

Partnering with
credit union
service
organizations

31%

Testing new innovations
with actual customers

(i.e., Fls or end

customers) to improve

our innovations

28%

28%

Source: PYMNTS Intelligence

The FinTech Innovation Agenda, June 2024

N = 101: Complete responses, fielded Oct. 16, 2023 - Nov. 10, 2023
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FinTechs are driving growth
by expanding their mobile
capabilities and improving
the user experience.

G (
FinTechs have an innovation roadmap for the next three FIGURE 4:
years to meet their business goals. Data shows that 6 in 10 Top five areas of FinTech innovation ‘ _ o
. . . . . L . L. Share of FinTechs citing the importance of select areas in meeting their business
FinTechs view improving mobile capabilities and investing in goals in the next three years
newly emerging technologies as key to meeting their growth Not at all Very or
or slightly Somewhat extremely
objectives in that time. While 67% of FinTechs say improv- important important important
ing mobile capabilities is very or extremely important for
: : : : | i bil biliti 14.9% 17.8% 67.3%
meeting business goals in the next three years, 62% view mproving moblie capabiities ° ° °
. . . . Innovating in emerging technologies 9.9% 27.7% 62.4%
innovating newly emerging technologies as very or extremely & eine & ° ° °
} ] .. ; Improving existing products and services 11.9% 31.7% 56.4%
important. Improving existing products and services and
. . o . . Improving website capabilities 13.9% 29.7% 56.4%
their website capabilities rank third, at 56%. Fifty-one per-
. . . . Adding new products and services 18.8% 30.7% 50.5%
cent of FinTechs cite adding new products and services as
very or extremely important. These findings suggest that
. . . . . Source: PYMNTS Intelligence
FinTechs recognize the importance of innovation to engage The FinTech Innovation Agenda, June 2024
. . . . . . = : L , fielded .16, - .10,
today’s increasingly digital-first consumers and grow their 17O Compieie responses, Tielded Dot 16, 2029 How 10, 2022
businesses.
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FIGURE 5:

FinTechs’ consumer engagement strategies
Share of FinTechs citing select strategies they are currently investing in to retain and attract
consumers in the next three years

A simple and A highly personalized Investing in
intuitive digital digital user payments Lower fees Social media
user experience experience innovation and expenses advertising
(o) (o) o, (o) (o)
49% 53% 52% 30% 23%
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Less restrictive
credit offerings

Financial literacy

offerings especially
tailored for teens and
young adults, such

as mobile apps

Offerings for
parents to set up
separate shared
family accounts

Not investing in
any strategy

23%

23%

12%

3%

Source: PYMNTS Intelligence
The FinTech Innovation Agenda, June 2024
N =101: Complete responses, fielded Oct. 16, 2023 — Nov. 10, 2023

Moreover, FinTechs report a variety of strategies to

improve their chances of retaining existing and
attract-ing new accountholders. Their focus is more
on improving the user experience and less on
offering more accessible lending products. To keep
and attract more customers in the next three years,
53% of FinTechs say that they are currently investing
in highly personalized digital user experiences and
49% are
Another 52% are investing in payments innovation.
FinTechs appear to understand that making their

existing product easier to use is a better way to

investing in intuitive user experiences.

reach a broader user base and that innovation is
crucial to attracting them. In fact, a related PYMNTS
Intelligence study on CU innovation finds that 24% of
CU members and 28% of non-CU customers would
consider switching if their FI did not innovate.! In
contrast, just 23% of FinTechs are investing in offering
credit products with lower lending criteria.

" Growing Credit Union Membership via Lending and Omnichannel Banking Innovation. PYMNTS. 2024 https://www.pymnts.com/study/growing-

credit-union-membership-lending-omnichannel-banking-innovation/. Accessed May 2024.

velera
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-
° ° FIGURE 6:
JUSt tWO -thlrds as many FInTeChS as Reasons for FinTech interest in Gen Z consumers
° Share of FinTechs citing select reasons why it is important to
CUs say attracting Gen Z consumers attract more Gen Z consumers
° ° B Most important
Is Im portant. B Important, but not the most important
They represent a growing market.
- . - 0%
26% 33%
Gen Z consumers represent a key growth market for FinTechs as they They are highly connected, which will lead to
. L. . . even more end customers.
are predominantly digital-first consumers who value the convenience . 199,
of mobile banking and digital payments. Many FinTechs recognize 33% 15%
this: 62% say that attracting more Gen Z consumers is at least some- Their banking habits and preferences
what important to meeting their business goals, with 42% reporting align with our offerings. 269
it |s. very or extremely |rT.1portant. Whlle this may seem |mpres-3|ve 8% 289,
on its face, 95% of CUs find attracting more Gen Z members highly
important. Yet 59% of FinTechs acknowledge that Gen Z consumers Their brand loyalty is high.
represent a growing market and 49% say Gen Z consumers are highly — 36%
0,
connected and can lead to further expansion of their accountholder 3% 33%
base. Their deposits will grow over time.
. 3%
10% 33%
Their values tend to align with
the goals of our company.
B (9
21% 10%
Source: PYMNTS Intelligence
The FinTech Innovation Agenda, June 2024
N = 39: FinTechs that sell their products and services to end customers and are interested in attracting new Gen Z members,
fielded Oct. 16, 2023 - Nov. 10, 2023
\
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-
On the other hand, a significant share of FinTechs do FIGURE 7:
not see the value of attracting more Gen Z consumers Reasons FinTechs lack interest in attracting Gen Z consumers
- ] ’ Share of FinTechs citing select reasons why it is not important to attract more
In fact, 38% of FinTechs say attracting more Gen Z con- Gen Z customers, by level of importance
sumers is not at all or only slightly important. Among B Most important
these companies, 71% say that Gen Z consumers do not # Importznt, but nat the most Important
make enough deposits, with 53% citing this as their most They do not have enough deposits.
: . 0
important reason. In addition, 53% say Gen Z consumers B (1%

° o,
have low credit utilization rates, with 24% citing this as 53% 18%

their most important reason. Accountholder churn ranks
third, at 47%. Interestingly, just 12% cite Gen Z churn They have low credit utilization rates.

. : B - 50
as the most important reason. This suggests that these 03%

_ 24% 29%
FinTechs may be too focused on the short term and may
not realize the long-term value of investing in this cru- They are more likely to leave even if they join.
cial generation. B, L 90

12% 35%

They want products and services we do not offer.

N 3%

6% 12%
EEEEEEEEER
EEEEEEEEER . .
EEEEEEEEEE They are too expensive to recruit.
EEEEEEER
N
@)
80/ 6% 6%
. . Source: PYMNTS Intelligence
f h The FinTech Innovation Agenda, June 2024
O I:I nTeC S S ay attraCtl ng m O re N = 17: FinTechs that sell their products and services to end customers and are not interested in attracting new Gen Z

members, fielded Oct. 16, 2023 - Nov. 10, 2023

Gen Z consumers is not at all
or only slightly important.

TS yelera
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Regulations and technical challenges,
rather than a lack of resources or

budget, are FinTechs’ main obstacles
when bringing innovations to market.

Despite their commitment to innovation, FinTechs face challenges
that can slow down their innovation efforts. For instance, 34% of
FinTechs say regulatory compliance is a challenge when bringing
innovations to market, making it the top issue cited. Integrating dif-
ferent systems along with complex internal decision-making, at
31% each, are also barriers for FinTechs, and 13% cite each of these
as their biggest challenges. Lack of resources is mentioned by few
FinTechs, and even fewer say lack of budget is the biggest
challenge, with just 5% and 4% of FinTechs, respectively, citing
these as the biggest challenges they face when bringing innovations
to market. The implication here is that FinTechs have the financial
and technological resources to innovate, but external and internal
obstacles remain.

velera

The Full Story | 25

FIGURE 8:

FinTechs’ payment innovation challenges
Share of FinTechs citing important challenges when bringing payment
innovations to market, by level of importance

B Most important

B Important, but not the most important

Regulation and compliance

I 5496
13% 21%

Challenges to integrating different systems

I 3196
13% 18%

Complex internal decision-making and review process

I 519
13% 18%

Lack of resources

I 19%
5% 14%

Lack of budget

I 19%
4% 15%

Source: PYMNTS Intelligence

The FinTech Innovation Agenda, June 2024
N = 101: Complete responses, fielded Oct. 16, 2023 - Nov. 10, 2023
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One in 5 FinTechs are working on
offering artificial intelligence (Al)
chatbots and budgeting tools in
the next six years.

Looking to 2030, FinTechs expect to expand their product and feature
offerings in a number of key areas that few currently offer. Looking at
the top future innovation plans, 22% of FinTechs are planning to offer
planning and budgeting tools by 2030, while only 4% currently offer
them. By 2030, 21% of FinTechs are planning to offer Al-operated
FinTechs are planning to innovate new chat customer support, while only 6.9% currently offer it. Loyalty and
products and features in a wide range rewards programs are third on the agenda, with 8.9% offering them
of areas by 2030. now and 17% planning to offer them by 2030. Including these features
on their innovation roadmaps shows a commitment to advanced
products and services that can increase engagement among
digital-first consumers.

TS yvelera
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FIGURE 9:
FinTechs’ top five future innovations
Share of FinTechs that currently offer and plan to offer select products and features in the future
~N
Currently o
offering \\49 @ \30/0/ 10% | 3% |
Planning or Al-operated chat Loyalty or rewards Instant card issuance Disputes or
budgeting tools customer support programs to a digital wallet chargebacks
Planning to o o o o
offer by 2030 @ 21% | 17% 16% 16% |
J

Source: PYMNTS Intelligence
The FinTech Innovation Agenda, June 2024
N = 101: Complete responses, fielded Oct. 16, 2023 - Nov. 10, 2023
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ACTIONABLE
\ m

4 @ﬂ N ™
Most FinTechs innovate to improve their brand Mobile capabilities, emerging technologies,
reputation and enter new markets. Building and highly personalized and intuitive user
their own tools and testing innovations with experiences are key areas FinTechs will focus
employees are important steps in their payment on innovating in the next three years. They
innovation process. FinTechs are highly interested view making their products easier to use as a
in innovation to deliver high quality products and better way to reach a broader user base than
services and test them internally to ensure the lower lending criteria. Ongoing innovation
launch of new products contributes positively and improving ease of use are important
to their innovation goals. to retaining current accountholders and
attracting new ones.
N\ J N J

TS yvelera
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As digital-first consumers who value the
convenience of mobile banking and digital
payments, Gen Z consumers are a key market
for FinTechs. Nearly 2 in 3 FinTechs recognize
the growth potential among these young adults

and may target their innovations to attract them.

The FinTechs that do not see the value of
engaging Gen Z consumers may be missing
an opportunity for business growth.

Many FinTechs cite regulatory compliance as

a top challenge when bringing innovations to
market, while others point to integrating different
systems and complex internal decision-making.
Hardly any mention lack of resources or

budget as their biggest challenges. FinTechs
appear to have the resources to innovate but
face key barriers that slow down their innovation
efforts — though they can be overcome.

velera
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he FinTech Innovation Agenda, a PYMNTS

Intelligence and Velera (formerly PSCU/

Co-op Solutions) collaboration, examines

how FinTechs are innovating to meet the
financial needs of consumers at CUs and other Fis.
The report is based on a survey of 101 executives at
FinTechs that provide services to CUs, commercial
banks, community banks and individual consumers.
Conducted between Oct. 16, 2023, and Nov. 10, 2023,
the survey investigated FinTechs’ current innovation
priorities and plans for future innovation.

THE PYMNTS INTELLIGENCE TEAM THAT PRODUCED THIS REPORT

Scott Murray
SVP and Head of Analytics

Yvonni Markaki, PhD

Senior Analyst

Margot Suydam

Senior Writer
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PYMNTS Intelligence is a leading global data and analytics platform that uses
proprietary data and methods to provide actionable insights on what’s now and
what’s next in payments, commerce and the digital economy. Its team of data
scientists include leading economists, econometricians, survey experts, financial
analysts and marketing scientists with deep experience in the application of
data to the issues that define the future of the digital transformation of the
global economy. This multi-lingual team has conducted original data collection
and analysis in more than three dozen global markets for some of the world’s
leading publicly traded and privately held firms.

Velera, formerly PSCU/Co-op Solutions, is the nation’s premier payments
credit union service organization (CUSO) and an integrated financial technology
solutions provider. With over four decades of industry experience and a
commitment to service excellence and innovation, the company serves more
than 4,000 financial institutions throughout North America, operating with
velocity to help its clients keep pace with the rapid momentum of change and
fuel growth in the new era of financial services. Velera leverages its expertise
and resources on behalf of credit unions and their members, offering an end-
to-end product portfolio that includes payment processing, fraud and risk
management, data and analytics, digital banking, instant payments, strategic
consulting, collections, ATM and POS networks, shared branching and 24/7/365
member support via its contact centers. For more information, visit velera.com

We are interested in your feedback on this report. If you have
questions, comments or would like to subscribe, please email us
at feedback@pymnts.com.
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