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A WORD FROM OUR

FOUNDER & CEO

Welcome to the inaugural edition of "The State of Fintech," a report
born from our desire to provide clarity and direction within this
rapidly evolving industry. Qur "WHY" is simple: to deliver actionable
insights that empower both banks and fintech companies to make
informed decisions, foster meaningful partnerships, and ultimately
drive innovation within the financial services industry.

The core of this report is built upon the results of our extensive
survey of over 800 C-level executives at U.S. banks, offering an
unprecedented look into their fintech investment plans for 2025
and 2026. We aimed to uncover not only how much banks are
investing, but where those investments are targeted, why they are
being made, and whaot criteria are used to select fintech partners,

Beyond our survey, we've enriched this report with perspectives
from fintech innovators, seasoned advisory firms, and |leading
investment banks. Their contributions provide invaluable context,
offering a 360-degree view of the current state of fintech, emerging
trends, and future opportunities. This holistic approach ensures a
thorough and balanced assessment of the landscape.

We are immensely grateful for the enthusiastic participation of
bank executives who generously shared their time and insights. The
depth and breadth of their responses have been instrumental in
shaping this report.

We also extend our sincere appreciation to the contributors who
have provided invaluable expertise and analysis. It is through their
collective efforts that we've been able to create a resource that we
believe will be essential reading for anyone operating within the
fintech space. Thank you for making this report possible.

We trust you will find the information valuable as
you navigate the exciting and ever-changing
world of fintech.

MARY YORK
FOUNDER & CEO
YORK PUBLIC RELATIONS
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SURVEY
METHODOLOGY

The survey was conducted by York Public Relations from November to December
2024, targeting C-level executives at U.S. banks with assets ranging from $30
million to $7 billion. A total of 802 executives participated in the survey, providing
insights into their fintech investment plans for 2025 and 2026.

The survey aimed to gather information on several key aspects:
1.Investment intentions (increase, reduce, or maintain spending)
2. Priority fintech segments for each bank
3.Objectives driving fintech investments
4.Criteria used for selecting fintech partners

To ensure a comprehensive understanding of the banking landscape, the survey
included banks of various sizes within the specified asset range. This approach
allowed for a representative sample of the U.S. banking sector, capturing
perspectives from small community banks to larger regional institutions.

The survey utilized a combination of multiple-choice and open-ended questions to
collect both quantitative and qualitative data. This mixed-method approach
enabled a nuanced understanding of the executives' views and strategies
regarding fintech investments.

To supplement the survey findings, additional industry insights were incorporated,
providing context and broader market trends relevant to the survey results.
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SURVEY

U.S. BANKS PLAN TO INCREASE
FINTECH SPENDING IN 2025-2026

.5, banks are set to continue fintech spending in 2025
and 2026, according to recent survey results. Mearly
78% of bank executives indicated plans to increase
their fintech investments over the next two years. The
remaining 22% intend to maintain their current
spending levels, Notably, not a single bank reported
plans to reduce their fintech expenditure,
underscoring the banking industry's commitrment to
technological advancement,

While these findings are not surprising, this trend
aligns with the broader industry focus on digital
transformation and innovation. Banks are prioritizing
investments in areas such as digital banking,
payments, and risk management, as well as customer
experience and engagement. Banks are also focused
on Al and data analytics, helping to drive operational
efficiencies and improve customer interactions.

Informed by our recent survey, let's explore banks’
investment priorities:

Digital Banking & Payments
Technology Rank Top Fintech
Categories for Banks

When asked to rank key fintech categories based on
their bank's investment plans, from most important to
least important, digital banking was the top selection,
followed by Payment Technologies.

Digital Banking Solutions

Digital banking solutions have emerged as the primary
focus for banks, with 55% of respondents ranking it as
their top investment priority. This emphasis on digital
banking technologies underscores the growing
demand for enhanced online and mobile banking
experiences.

Banks are recognizing the need to provide seamless,
user-friendly digital platforms to meet customer
expectations and stay competitive in an increasingly
digital landscape.

YOl 09
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Drilling deeper into digital banking specifically,
respondents were asked to select their top two goals.

Cur findings revealed banks’ top three priorities:

* Growing deposits (48% of executives)

*  Acquiring new account holders (45% of executives)

= Improving the customer experience (40% of
executives)

Payment Technologies

Payment technologies secured the second spot in
banks® investment priorities, with 33% of respondents
ranking it as their first or second top investment

area. This focus aligns with the rapid evolution of
digital payments, real-time payment systems, and
payment processing innovations. The growth of instant
payment systems like FedMow in the United States is
driving this trend, as banks seek to improve their
payment infrastructure and capabilities.

FINTECH
SPENDING
2025-2026

MAINTAIN
2%

INCREASE
78%
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Risk Management & Customer
Experience Rank 3rd and 4th

Risk management and customer experience
ranked third and fourth among banks’
investment priorities. The emphasis on risk
management technologies reflects the ongoing
concerns about cybersecurity, regulatory
compliance, and fraud detection. Notably, not a
single bank listed risk management as their last
area of focus, highlighting its critical importance
across the industry,

Customer experience and engagement tools
ranked fourth overall for 2025, This focus on
enhancing customer service and personalization
demonstrates banks' commitment to improving
client relationships and satisfaction.

Risk Management

Platforms and systems related to cybersecurity,
regulatory compliance, and identity verification
and fraud detection are top of mind for many
bankers. According to our survey, 31% of
respondents ranked it as their #1 or #2
investment area, Not one bank ranked Risk
Management as their last area of focus.

Customer Experience and
Engagement

Banks also remain focused on solutions that
enhance customer service and personalization,
with most respondents citing it as their #3
investment priority for 2025, Over 60% of
respandents cited customer experience in their
top four areas of focus

Nearly 20 Percent of Banks
Rank Artificial Intelligence and
Machine Learning #2 Priority

While artificial intelligence (Al} and machine
learning ranked fifth overall, nearly 20% of
respondents ranked it as their second

priority. The adoption of Al in banking is expected
to accelerate, with generative Al playing a
significant rele in transforming financial services.
Al-powered solutions are set to enhance
personalization, automate processes, and
|rr1pr|:we l.'|EI:!54|:]I'|-rT'.|'-lkII‘|H ACTOSE Various l.}r!f'lkll]ﬂ
functions,
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INVESTMENT
PRIORITIES
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Payments

Risk Management

Engagement

Artificial Intelligence

4 Customer Experience &

Data Analytics & Business
Intelligence

Wealth Management

Personal Financial
Management
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Almost Half of Banks Cite Data
Analytics and Business
Intelligence a Top 4 Focus

According to the survey, more than 40% of bank
executives cite platforms that help make data-driven
decisions and gain customer insights a Top #4 priority.
This trend indicates a growing recognition of the
importance of data-driven decision-making and
customer insights in shaping banking strategies.

Lending Technology Lower
Priority But Still Top of Mind for
20% of Banks

Although lending technologies ranked seventh overall,
miore than 20% of respondents cited it as a top #1 or
#2 priority, This suggests that a significant portion of
banks are focusing on improving their lending
processes through innovative technology.

Wealth Management & Personal
Financial Management (PFM)
Tools Fall to Bottom of Priorities

Wealth Management and Robo-Advisory technology,
including tools that automate and enhance investment
management services, and Personal Financial
Management (PFM) tocls, including apps and
platfarms that help customers manage their finances
more effectively, fell to the bottom of the priority list,
indicating less immediate investment interest. In fact,
not ane bank ranked it a #1 priority.

As banks navigate fintech, their investment priorities
reflect a clear focus on digital transformation,
enhanced payment capabilities, and robust risk
management. The integration of Al and data analytics
is expected to play a crucial role in shaping the future
of banking, driving innovation and improving customer
experiences across the industry.



SURVEY

9 DRIVING FORCES
BEHIND INVESTMENTS

In recent years, we've witnessed a perfect storm of factors compelling financial institutions to innovate and
invest heavily in technology, From the rise of digital-only banks and consumer-focused fintech startups to
evolving customer demands and the need for enhanced operational efficiency, the industry is experiencing

unprecedented pressure to evolve.

Additionally, the complex regulatory envirenment and the potential of data analytics and artificial intelligence

are further fueling this investment trend.

As we explore these driving forces, we'll examine how they're reshaping the financial services industry,
influencing strategic decisions, and ultimately transforming the way financial products and services are

delivered to consumers in 2025 and beyond.

1. Competitive Pressure

The rise of digital-only banks and consumer-focused fintech
startups has intensified competition. Traditional banks are
now compelled to innovate and enhance their digital
offerings to maintain their market position. This competitive
environment has led to increased investment in fintech
solutions, as financial institutions strive to stay relevant and
attractive to customers.

Rise of Digital-Only Banks

Digital-only banks - or neobanks or challenger banks - have
gained significant traction in recent years. These institutions
operate withouwt physical branches, offering all services
through digital channels. These banks attract customers with
user-friendly interfaces, lower fees, and innovative features
like early wage access and automated savings tools, Many of
them are also tailoring services for speciafized niches, helping
to target and market to certain groups, such as individuals
within a specific profession.

Fintech Startups Disrupting Traditional
Banking

Consumer-focused fintech startups are aiso targeting specific
segments of banking services, often outperforming
traditional banks in niche areas:

* Robinhood: Disrupting stock trading with commission-
free trades

« SoFi: Offering student loan refinancing and other financial
products

[YOl 12
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= Stripe: Simplifying online payment processing for
businesses

These companies leverage technology to offer more efficient,
user-friendly services, often at lower costs than traditional
banks.

Traditional Banks' Response
To stay competitive, traditional banks are investing heavily in
digital transformation;

« Digital Banking Platforms: Major banks like |PMorgan
Chase and Bank of America have invested billions in
upgrading their digital infrastructure.

= Partnerships and Acquisitions: Banks are increasingly
collaborating with or acquiring fintech companies to
access innovative technologies quickly. Ma#A activity is
also at a record high, with many banks and credit unions
rmerging. As a result, theyre able to share developrment
FRSOLIFCes.

* Innovation Labs: Many banks have established
innovation centers to develop new technologies and
business models internally.

* Open Banking Initiatives: Banks are opening up their
APls to third-party developers, fostering innovation and
new service offerings.
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2. Customer Expectations

Consumers, particularly Millennials and Gen Z, are
demanding digital-first, personalized financial
solutions, This shift in expectations is driving banks to
inwest in technologies that can deliver seamless,
efficient, and tailored banking experiences.
Digital-First Banking

Millennials and Gen Z have a strong preference for
digital banking channels, According to data from
PYMMTS and MCR Yoyix (recently rebranded as
Candescent), 60% of Millennials and 57% of Gen Z
primarily use mobile banking apps. This trend is further
reinforced by the fact that 58% of Gen Z prefer to open
deposit accounts via desktop or mobile app, accarding
to research from BAl The convenience and accessibility
of digital banking are paramount for these
generations.

Personalization and Al-Driven Insights
Consumers are also seeking personalized financial
experiences. They appreciate proactive maoney
management tools and Al-powered insights, For
instance, at KBC bank, customers see approximately six
personalized financial insights each month, with
engagement rates significantly higher than industry
averages, according to Persopetics. This demanstrates
the value that Gen £ and Millennials place on tailored
financial guidance.

Seamless Omnichannel Experience

While digital channels are preferred, younger
generations still value a seamless emnichannel
experience, Nearly 60% of Gen 7 appreciate the ability
for remoaote advisory services, and almost half still want
the option of visiting a branch. This "phygital”
approach, combining physical and digital banking,
provides the flexibility and peace of mind that many
Yyoung consumers seek,

Enhanced Mobile Functionality

The demand for improved mobile banking experiences
is particularly strong amang younger users. When
asked how their digital apps can be improved, Gen Z's
top choice was 24/7 customer service, according to a
repart from BAL Millennials, on the other hand,
prioritize guicker money transfers and faster
payments. These preferences are driving banks to
continually enhance their mobile offerings,

Openness to Non-Traditional Banking
Younger generations are also more open to banking
with non-traditional institutions. A striking 5% of
Millennials would consider banking with a non-
traditional bank such as Amazon, Apple, or PayPal. This
openness to alternative financial service providers is
pushing traditional banks to innovate and improve
their offerings to remain competitive.

YO 13
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3. Operational Efficiency

Banks are increasingly recognizing the potential of
technological solutions to streamline operations,
reduce costs, and imprave overall efficiency. This
recognition is driving significant investments in various
technological advancements across banking.

Process Automation

Cne of the key areas where banks are focusing their
efforts is process automation. By implementing robotic
process automation (RPA) and artificial intelligence (Al)
technaologies, banks can automate routine tasks that
were previously performed manually.

This automation extends to various departments,
including:

* Customer service: Chatbots and virtual assistants
are handling basic customer inguiries, reducing the
workload on human agents.

* Back-office operations: Automated systems are
processing transactions, reconciling accounts, and
generating reports with minimal human
interventian,

« Compliance: Al-powered systems are monitoring
transactions for suspicious activities, enhancing
anti-money laundering (AML) and know-your-
customer (KYC) processes.

These automation efforts are resulting in faster
processing times, reduced error rates, and significant
Cost savings.

Cloud Computing

Banks are increasingly migrating their IT infrastructure
to the cloud, which offers several efficiency benefits:

* Scalability: Cloud solutions allow banks to easily
scale their IT resources up or down based on
demand, optimizing resource utilization,

* Cost reduction: By moving to the cloud, banks can
reduce their spending on physical hardware and
maintenance.

* Improved agility: Cloud-based systems enable
banks to deploy new services and updates more
quickly, enhancing their ability to respond to
market changes,
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Data Analytics

Advanced data analytics capabilities are helping banks
improve their operational efficiency in various ways:

+ Risk management: Sophisticated analytics models
are enabling more accurate risk assessments,
leading to better decision-making in lending and
investment activities,

+ Customer segmentation: Data-driven insights are
allowing banks to tailor their products and services
more effectively, improving customer satisfaction
and retention.

+ Fraud detection: Advanced analytics are enhancing
banks' ability to detect and prevent fraudulent
activities in real-time,

4. Regulatory Compliance and Risk
Management

While the regulatory landscape continues to evolve,
financial institutions are turning to technology to
ensure compliance and manage risk mare effectively.

Technological Solutions for Compliance
Financial institutions are leveraging various
technological solutions to enhance their regulatory
compliance efforts:

Automation and Al

Robotic Process Automation (RPA) and Artificial
Intelligence (Al) are being employed to automate
routine compliance tasks, reducing human error and
improving efficiency.

These technologies are particularly useful in:

« Monitoring transactions for suspicious activities;

+ Enhancing antl-money laundering (AML) and know-
your-customer (K¥C) processes; and

+ Automating data collection, analysis, and reporting.
Real-Time Monitoring and Analysis
Advanced analytics tools provide real-time monitoring
and analysis of financial activities, enabling institutions
to:

+ |dentify and respond quickly to potential risks;

+ Detect irregularities faster; and

+ Maintain compliance with evolving regulations.

YOl 14
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Blockchain Technology

Blockchain is being explored for its potential to
enhance transparency and security in financial
transactions. Its immutable ledger provides a reliable
audit trail, ensuring compliance with regulatory
requirements related to transaction verification and
record-keeping.

Risk Management Enhancements
RegTech salutions are significantly improving risk
management capabilities, including:

» Advanced risk assessment models enable more
accurate evaluations,;

« Continuous manitoring allows for early detection of
potential issues; and

« Predictive analytics help in identifying and
mitigating risks proactively.
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5. Data Analytics and Artificial
Intelligence (Al)

The potential of big data and artificial intelligence to
provide valuable insights and enhance decision-making
processes is driving significant investment in these
areas.

Mearly two in three Americans want more Al in
financial services, highlighting the growing consumer

appetite for advanced technological solutions in
finance. These technologies are enabling more
sophisticated and efficient financial capabilities,
further fueling investment in the area.

This trend is expected to continue, with Al spending

projected to reach $97 billion by 2027, representing a

29% compound annual growth rate.

Enhanced Decision-Making

Al and machine learning models are enabling financial
institutions to analyze vast amounts of data quickly
and accurately, leading to improved decision-making
processes,

These technologies allow for:

* Multi-dimensional analysis to identify new market
trends and operational shifts;

« Faster time-to-insights, enabling real-time decision-
making; and

+ Advanced predictive forecasting and 'what-if
scenario modeling.

Personalized Financial Services
Al is enabling hyper-customization of financial
products and services, including:

* Analyzing customer behaviors, social media,
demographics, and transaction histories to offer
tailored products;

+ Customizing product disclosures based on
individual risk profiles and budgetary needs; and

* Providing persenalized investment advice through
Al-powered robo-advisors.

Risk Management and Fraud Detection
Financial institutions are leveraging Al to enhance their
risk management capabilities, including;

= Detecting anomalies such as fraudulent
transactions and financial crimes;

+ Improving credit risk assessment by analyzing a
wider range of data paints; and

+ Enhancing compliance monitoring and reporting.

Operational Efficiency

Al is streamlining operations across the financial
services industry, including:

+ Automating repetitive tasks like data entry and
document processing;

+ |mproving customer onbearding processes through
Al chatbots; and

* Enhancing operational efficiency and reducing
cosLs.

Customer ExpEI'iEfH:E
The integration of Al is significantly improving
customer interactions, including:

+ Developing more sophisticated chatbots and virtual
assistants for 24/7 customer service;

* Providing real-time credit approvals and improved
fraud protection; and

= Offering predictive financial advice to help
consumers manage their finances better.

YO 15
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TOP 4 OBJECTIVES FOR
FINTECH PARTNERSHIPS

When asked about their primary objectives for fintech partnerships over the
next 12-18 months, bank executives identified several key priorities:

1. IMPROVE OPERATIONAL EFFICIENCY
More than 35% of bank executives cite operational efficiency as their top o
objective, reflecting the banking industry's focus on streamlining
processes, reducing costs, and enhancing overall performance through

technological solutions. .
of bank executives plan

This objective aligns with broader industry trends of operational efficiency to iF‘I"-.-"F._fSl in fintech that
in banking: helps improve operations

* Process Automation: Banks are implementing robotic process
automation (RPA) and artificial intelligence (Al) to automate routine
tasks across various departments, including customer service, back-
office operations, and compliance,

* Cloud Computing: Financial institutions are migrating their IT
infrastructure to the cloud, offering benefits such as scalability, cost
reduction, and improwved agility.

» Data Analytics: Advanced analytics capabilities are being leveraged to
improve risk management, customer segmentation, and fraud

detection.

2. STRENGTHEN REGULATORY COMPLIANCE o
Despite growing uncertainty, more than one-quarter (26%) of bank
executives cite strengthening regulatory compliance a top objective for

fintech investments. With the ever-evolving regulatory landscape, banks f K ; 3
are leveraging fintech to ensure compliance, manage risk, and avoid costly of bank executives aim to
strengthen regulatory

penalties, :
compllance

* Automation and Al: These technologies are being employed to

automate routine compliance tasks, reducing human error and
improving efficiency in areas such as transaction monitoring, anti-
money laundering (AML), and know-your-customer (K¥C) processes.

* Real-Time Monitoring and Analysis: Advanced analytics tools provide
raal-time monitoring of financial activities, enabling quick identification

and response to potential risks.

+ Blockchain Technelogy: This is being explored to enhance
transparency and security in financial transactions, providing a reliable
audit trail for compliance purposes.

Ol
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3. INCREASE DEPOSITS AND ACCOUNT
HOLDER ACQUISITION

Just over 20% of bank executives are focused on increasing deposits and
acquiring new customers. Banks are recognizing the potential of fintech

solutions to attract new customers and grow their deposit base, particularly in o
an increasingly digital banking environment.
+ Digital-First Banking: According to a survey from Apiture, 53% of Gen £ o

and 51% of millennials identify digital banking as a top need for choosing a of bank executives are
mew institution. Additionally, Bankrate cites that 48% of U.5. consumers focused on ]ncreasing
uwse mobile banking as their primary choice of account access, dEpDSitS and acquiring

_ ) _ new customers
* Personalization: A report fram Alkami shows that 65% of millennials value

relevant product recommendations in their digital banking experience.
Further, Apiture’s study finds that younger generations prioritize tailored
financial praducts and services, having grown up with highly personalized
experiences using apps like Amazon and Instagram.

+ Non-Traditional Banking: A study from PYMNTS and Ingo Payments
found that 44% of millennials used non-bank financial institutions in 2023,
leading all generations. Furthermore, Apiture’s study also found that
roughly half of younger consumers are willing to switch to a community
bank (52%), onling-only institution (50%), or credit union (47%).

4. ENHANCE DIGITAL BANKING CHANNELS
AND CUSTOMER EXPERIENCE

Mearly 20% of bank executives are prioritizing digital with a focus on the

customer experience, This objective underscores the importance of providing

seamless, user-friendly digital banking experiences to meet the expectations

of modern consumers. o
* Omnichannel Experience: Banks are focusing on providing a seamless

"phygital” approach, combining physical and digital banking to cater to of bank EX?QUHVE‘S ai_m to
diverse customer preferences, enhance diglta!- bankmg
channels and the
+ Enhanced Mobile Functionality: With Gen Z prioritizing 24/7 customer customer experience

service and Millennials focusing on quicker money transfers and faster
payments, banks are continually enhancing their mobile offerings.

+ Al-Powered Customer Interactions: Banks are developing mare
sophisticated chatbots and virtual assistants for 24/7 customer service,
providing real-time credit approvals, and offering predictive financial
advice.

A NOTE TO FINTECHS

our solutions address these abjectives? If sa, is it clear in your messaging that you da¥

As you @ our yvalue pri ion, it is imperative to align with banks’ pricrities. However, zaying

it doesn't al make it so. Identity suce tories with bank clients to demenstrate how your

technology helps address banks® pain points and investment objectives.
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SURVEY

TOP CRITERIA FOR BANKS'
FINTECH DECISIONS

Banks are increasingly turning to fintech to be more competitive, efficient,
profitable. But what criteria do they set when selecting fintechs.,

Well, we asked.

Integration is Key When Selecting
Fintechs A NOTE TO FINTECHS

Mew data reveals that integration capabilities is the paramount - 1 inteerate into banks'
criterion for decision ma.kers xr.lhen.setectln.g fintech partnera. i > Demo nd marketing
with 44% of bank executives citing it #1. This emphasis on monials, client

seamless integration underscores the critical importance of , Or partn rshir_:- P e
ensuring that new technologies can be effectively incorporated
into existing banking systems and processes. This is particularly
important amid increased M&A activity. As more financial
institutions merge, the ability to integrate systems will be
crucial. Technology that poses complications will likely be
eliminated.

A NOTE TO FINTECHS

Cost Remains a Key Factor

Cost considerations rank as the second most important factor,
with 23% of decision-makers citing it as their primary

cancern, This focus reflects the need for banks to balance
innovation with fiscal responsibility, ensuring that partnerships
deliver value without straining budgets.

[YCl 18
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SURVEY

Compliance Ranks Third Priority in
Decision Making

Compliance and regulatory adherence follow closely behind :
cost, with 12% of executives prioritizing this criterion. In an including c 1 C are important.
industry heavily regulated to protect consumers and maintain JEIM rd [ sitive data and
financial stability, the ability of fintech partners to navigate e prepared for 5 the
complex regulatery landscapes is crucial for successful
collaborations.

Value to Customers

Interestingly, value to accounthalders, while still significant,
was prioritized by only 10% of decision-makers. This suggests
that banks may be focusing more on operational efficiencies
and technological capabilities rather than immediate customer-
facing benefits.

That said, it does slightly conflict with banks' investment
priorities for customer experience and engagement and likely
suggests that while bank are looking for such technalogy,
integration capabilities, cost, and compliance play a significant
role in whether those investments are approwved.

Experience & Number of Bank Clients

The survey also revealed that banks appear to place less
emphasis on factors such as the number of clients a fintech has
or its years in business. This shift indicates a growing litte impact on the
willingness among banks to partner with innovative, albeit less . That me: ild limit how much
established, fintech companies that offer cutting-edge :
solutions. However, thase fintechs must be able to
demonstrate their ability to meet the other criteria.

een in busin

and cons for

[YC] 19

| FE wiened YORKPUBLICRELATIONS, COM



FINTECH
INSIGHTS

The following is a collection of insights and opinions contributed by fintechs,
advisory firms and investment banks. These insights are organized by the
contributing organization in alphabetical order.

YO
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FINTECH

BANKING
REIMAGINED

DELIVERING PERSONAL
EXPERIENCES IN THE DIGITAL ERA

Matt Phipps
Chief Marketing Officer | Agent IQ

We've all experienced frustrating moments with online
customer service—whether it's strugeling with a confusing app,
chatting with a chatbot that just doesn't get it, or searching for a
way to reach a real person for support. These experiences
generally fail to meet customer expectations and lead to an
erosion of trust and loyalty.

The banking industry is no exception. As more and more
accountholder interactions move online, the digital experience
iz becoming increasingly important. To maintain a competitive
edge, banks must prioritize invastments in technologies that
enhance the customer experience within and beyond the
branch. Digital solutions must be able to accurately understand
customers’ inguiries, handle complex tasks, and provide
personalized solutions. Otherwise, they will be
counterproductive to increasing customer loyalty and
satisfaction.

According to a recent study by Agent IQ in partnership with
Worldwide Business Research (WEBR), over 64% of the banks
and cradit unions surveyed reported an increase in technology
spending for 2024, Along with increased technology spending,
more than three quarters of respondents identified
personalization and the delivery of efficient services as top
priorities,

[YOl 21
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What this tells usis that when it
comes (o investing in technology,
financial institutions cannot simply
check a box. Any new technology
deployment must lead to a more
perﬂ,'-nal experience between the
financial institution and its
accountholders, and ideally provide
a new value-added service or
customized experience.

To help banks make the most of
their technology investments, the
study highlighted the following
insights:

= Banks should prioritize investing
in advanced technologies like
artificial intelligence (Al), machine
learning, and data analytics to
gain deeper insights into
customer needs, personalize
services, and elevate the overall
customer experience, By
integrating Al, staff can automate
rautine tasks, enabling them to
focus on more complex issues
that require critical thinking,
problem solving, and
interpersonal skills. Al tools and
automation can swifthy address
simple customer queries,
reducing wait times and
alleviating pressure on frontline
service employees. But it should
never be implemented as 3
deflection strategy that makes it
difficult to reach a human,

= Technology can‘t replace a
relationship with a banker, but it
can enhance it, Even with
investments in technology,
customers will still require the
expertise of a personal banker.
While Al may be able to handle
basic issues, digital tools can
strengthen customer-banker
relationships by offering the
ability to connect with a personal
banker for more complex needs
or enabling customers to interact
directly with a subject matter
expert.

#* The efficient use of any new
technology will require training
of your workforce to make the
most of the technology available
to them. A well-trained workforce
will ensure a smooth transition
during digital transformation and
lead to rmore efficient and
effective service delivery,

INSIGHTS

These findings demonstrate the
importance of meeting the evalving
expectations of customers through
the delivery of digital experiences.
The use of Al is an impaortant tool in
this regard, but there is a bridge to

gap.

More than 60% of those surveyed
revealed that accountholders
expressed dissatisfaction with their
institutions’ current Al capabilities,

Whether communicating in-person
or digitally, the engagement with
one's bank must feel as familiar and
trustweorthy as talking to the same
personal banker over a lifetime. The
opportunity to get it right can have
huge benefits, and there will be little
tolerance for getting it Wrong.

The magic is being able to
create a more personal
experience where the

customer is not at a branch

yet still feels seen, heard,
and understood.

When banks can leverage past
engagements and history and
combine that with new value-added
sarvices, it leads to better overall
interactions, retention, and brand
loyalty.

This translates directly to financial
growth with customers signing up
for multiple accounts, including

loans and long-term depasits, and
carrying higher average balances.



INSIGHTS

As banks navigate the next wave of
digital transformation, there's clearly
room for improvement and opportunity
for growth. By understanding and
addressing these insights, banks can
enhance their customer engagement
strategies and ultimately achieve long-
term success im an increasingly
competitive and digital-first
marketplace.

With close o 70% of financial
institutions rating their current digital
experience as only somewhat effective
in meeting their accountholders’
expectations, this new era of technology
presents an opportunicy for banks to
further differentiate themselves and
gain a competitive advantage.

For mare information, request a demo
or contact Michael Lee, C50 at
michael@agentig.com,

Matt Phipps

Chief Marketing Officer | Agent 1Q

ABOUT AGENT IQ

Agent Q) is the leader in digital relationship banking, providing personal and persistent
customer engagement solutions supported by a powerful built-in Al that supports bankers
and strengthens customer relationships. Blending the best of human emotion and empathy
with the speed and effidency of computer intelligence, the Lyng™ platform empowers financial
institutions to provide proactive support and real-time insights (o improve customer
satisfaction, enhance senvice efficiencies, and Increase profitability, while redudng the cost of
serving. For more information, visibwww.agentig.com.




he State of

FINTECH

Navig_lgting the Realities of

Real-

ime Payment Networks

Geoff Knapp

Chief Executive Officer | Allied Payment Network

To truly benefit from real-time payment networks, financial institutions must integrate the
right digital tools to enhance consumer experience and manage operational challenges.

The emergence of real-time payment
networks, such as the Federal
Reserve's FedNow® and The Clearing
House's RTP®, represents a
transformative shift in the payments
industry, The ability to transfer funds
instantly is no longer a luxury but an
expectation for both consumers and
businesses.

These networks provide financial

institutions with an opportunity to

modernize their payment capabilities,

improving efficiency and potentially
opening new revenue streams. They
also position traditional institutions
to compete more effectively with
digital-first players, including
payment apps and biller-direct
platforms.

As Douglas Brown, president of MCR
Digital Banking, notes, "Real-time
payments offer a unique opportunity
far community financial institutions to
innovate and differentiote themselves
from their competitors.”
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Yet, the adoption of real-time
payment networks is not without
challenges. While these netwoarks
provide the underlying infrastructure,
they do not, on their own, deliver a
complete banking experience.

As Chris Nichols, director of capital
markets at SouthState Bank, explains,
"Real-time payment networks are rails,
not products. They are simply the
infrastructure that olfows payment
transactions ta occur in real time.” In
other words, to make real-time
payments valuable to customers,
financial institutions must build or
integrate digital banking solutions
that not only connect to, but that
enhance the usability and security of
those rails,

Consider an ail pipeline—it efficiently
transports crude oil, but without a
refinery to process it into gasoline, It's
of little use to the average consumer,
Similarly, RTP and FedMNow offer
speed and reliability, but without the
framework of a robust technology
stack to turn them into a *finished
product,” they will not bear any fruit.

This presents a unigue challenge for
community financial institutions that
may not have the same resources as
large financial institutions or fintech
startups, which have invested
significantly in intuitive, seamless
user interfaces. As Nichols highlights,
"Fintechs and big financial institutions
are already miles ahead when it comes
to user experience, and they're not
sitting still.”

Mareaver, implementing and
maintaining a real-time payments
infrastructure requires careful
planning and investment. While the
Federal Reserve has assured that
FedMow will be accessible to financial
institutions of all sizes, smaller
institutions may still face cost and
resource constraints when integrating
these natworks effactively.

One of the biggest hurdles in
adopting real-time payments is the
challenge of interoperability between
FedMow and RTP. These two networks
operate independently, meaning that
transactions initiated on one may not
seamlessly transfer to the other.



INSIGHTS

This can create friction for FI's and their KE}( QUEStiDI’IS to Ask a
account-holders, particularly in ensuring Potential Payments

that payments reach their intended
Partner:

destination without delays or failures,
Without a clear strategy to navigate

h £ bility i , | ,
it o eoleale sl b 1.How do you facilitate access to real-
institutions may find themselves

: - : time payment networks, and whe
managing multiple integration efforts,

manages these relationships?

increasing operational complexity and :
6 °P P ¥ 2. What solutions are in place to handle

cust. Ensuring companibiliy betwent the interoperability challenges between
RTP and FedMow?

3.How have you optimized the user

networks requires careful selection of a
payments provider that can bridge the

gap effectively. ;
experience to ensure seamless

adoption of real-time payments?

To ensure success, community financial .
y 4. What risk management protocols do

institutions must take a strategic J
= & you implement to protect both the

approach, recognizing that technology cobtumer and the instution?

alone is not the solution—how it is
i r li .
applied to createa campeliing usey If a payments partner cannat canfidently

FARRHIERCE 15 JUat -85 crilkal, Earmenis answer these questions, it may signal

with:the Tignt fechralagy: pravider can the need for further evaluation.
help mitigate risks and maximize the

value of real-time payments,
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Moving Forward with a Plan

Community financial institutions must be
proactive in preparing for real-time payments,
ensuring that their technology partners,
intermal infrastructure, compliance policies,
and consumer education effarts are aligned. By
taking a holistic approach, financial institutions
can position themselves not just to keep pace
with the evolving payments landscape, but to
thrive in it,

Geoff Knapp

Chief Executive Officer | Allied Payment Network

ABOUT ALLIED PAYMENT NETWORK

Allied Payrment Network believes that "mesving money matters.” s mission is to provide banks
and credit unions with warld-class payments tools that help establish them as the heart of the
communities they serve, With a real-tme, open-network model guiding its Universal Payments
vision, its sulte of online and mobile solutions indudes anline billpay, P2P, PicturePay®, BizPay,
PortalPay, A24, and Vault For more information, visit wawalliedpayrment.com.

alliea
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CROSS BORDER

PAYMENT TRENDS

Howard Davidson
Chief Marketing Officer | Almond FinTech

The financial world has never been more interconnected. As businesses and individuals navigate an
increasingly digital global economy, cross-border payments have taken center stage in driving efficiency,
inclusivity, and innovation. The evolution of cross-border payments has been characterized by
groundbreaking trends reshaping how money moves across borders. Here are the top 10 trends that are
defining the year and setting the stage for the future.

1. Real-Time Payments Take Over

Speed has become a critical factor in cross-border
transactions. Real-time payments (RTP) are rapidly replacing
traditional methods like checks and wire transfers, offering
instant settlement and enhanced transparency. According to
PYMNTS, 96% of manufacturers predict RTP will fully replace
checks for cutgoing payments, while 87% foresee similar
shifts for incoming transactions. The widespread adoption of
RTP not only improves cash flow but also strengthens
supplier relationships by ensuring timely payments,

2. Blockchain and Stablecoins Lead
the Digital Revolution

Blockchain technology, bolstered by the increasing use
of stablecoins, is redefining cross border payments.
Stablecoins like PayPal's PYUSD provide a bridge
between traditional finance and decentralized
systems, ensuring stability and transparency. By
reducing intermediary costs and enabling near-instant
transactions, stablecoins are particularly appealing for
international payments, where speed and cost-
efficiency are critical.

YOl 27
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3. Al-Driven Payment Automation

Artificial intelligence (Al) is transforming the cross-border
payments landscape by automating tasks like invoice
processing, fraud detection, and payment approvals. These
advancements are reducing errors, accelerating processing
times, and helping businesses make smarter financial
decisions. Al-powered payment automation is also enabling
companies to handle growing transaction wvolumes with
{E'WF'[ resources,

4. Mobile Wallets Expand into B2B
Transactions

Mobile wallets, once limited to consumer ransactions, are
now becoming Integral to business-to-business (B2B)
payments. These wallets offer unparalleled convenience,
security, and speed, allowing businesses to make purchases,
authorize payments, and track expenses in real-time., The
integration of loyalty programs and other personalized
features into maobile wallets is further enhancing their
appeal, fostering stronger business relationships and
encouraging repeat transactions



5. Open Banking Gains
Global Traction

Open banking, which leverages secure
APls to share financial data between
banks and third parties, is
revolutionizing cross-border payments.
This trend promaotes transparency and
enables the development of tailored
financial products. With the global open
banking market expected to exceed
$130 billion by 2028, its impact is
profound, driving innovation and
offering more personalized payment
experignces,

6. 150 20022
Standardization
Reshapes Payments

IS0 20022, the global messaging
standard for financial transactions, is
playing a pivotal role in streamlining
cross-border payments. By enabling the
exchange of richer, more structured
data, it reduces errors and boosts
efficiency. Financlal institutions are
leveraging 150 20022 to improve
interoperability, enhance data analytics,
and provide more accurate transaction
details.

7. Financial Inclusion
Through Digital
Payments

Digital payment solutions are breaking
down barriers in underserved regions,
especially in Latin America, Africa, and
parts of Asia. Mobile-first payment
systemns and blockchain-based platforms
are empowering unbanked populations,
enabling them to access global financial
netwarks, This trend not only boosts
financial inclusion but also stimulates
local economies by connecting them to
international markets.

2
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8. The Global Decline of
Cash

Cash usage continues to decline as
digital payment methods gain
widespread adoption. In regions like
Asia-Pacific, where instant payments and
mabile-first technologies dominate, this
shift is particularly pronounced.

Businesses are recognizing the
advantages of going cashless, including
reduced transaction costs, improved
efficiency, and enhanced security.

9. Cybersecurity Becomes
a Top Priority

As cross-border payments grow more
digital, the risks of cyberattacks and
fraud increase, Financial institutions are
ramping up investments in advanced
cybersecurity technologies to safeguard
sensitive data and maintain consumer
trust,

From biometrics to blockchain, these
measures are ensuring that digital
payment systems remain robust and
reliable.

10. Bank-Fintech
Partnerships Accelerate
Innovation

Collaboration between traditional banks
and fintech startups is driving
innovation in cross border payments.
Banks bring regulatory expertise and
established networks, while fintechs
offer agility and technological know-
how. Together, they are developing
tailored solutions that address specific
needs, such as dynamic currency
conversion, real-time settlements, and
enhanced fraud detection.

INSIGHTS
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The trends shaping cross-border
payments are a testament to the
industry’s commitment to innovation

LU LT T L L LT T 1T

and efficiency. From the adoption of
real-time payments and blockchain
technology to the rise of mobile wallets
and Al-driven automation, these
developments are revalutionizing how

HIIZII."IIZ-."_,.' maves across borders.

Businesses that stay ahead of these
trends will not only gain a competitive
edge but also contribute to a more
inclusive and interconnected global
economy. Whether you're a financial
institution, a multinational corporation,
or a small business, understanding and
leveraging these trends is essential for
navigating the rapidly evolving

landscape of cross-border payments

As we look to 2025 and beyond, the
foundation laid this year will

undoubtedly shape the future of global

finance.

Howard Davidson

Chief Marketing Officer | Almond FinTech

ABOUT ALMOND FINTECH

Almond FAnTech is a B28 fintech company transforming cross-border payments by
empowering financial institutions and their customers with the best possible rates and near-
instant Fx settiernents across all corridors globally. With Almond technology, Institutions can
guarantee fast, affordable, and transparent cross-border transactions. Finally. For more
information, visit www.almondfintech.com.

ALMOND =&

FINTECH
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THE RISE OF
PERSONALIZATION

LEVERAGING DATA TO TAILOR
THE DIGITAL EXPERIENCE

Jane Tague
Chief Marketing Officer | Apiture

In today's increasingly digital-first world, consumers expect,
even demand, banking experiences that mirror the level of
personalization delivered elsewhere online, For banks and
credit unions, providing a truly tailored experience is no longer
just a nice-to-have feature but a strategic imperative that drives
customer satisfaction, loyalty, and revenue growth.

However, meeting these expectations requires more than a
robust digital banking platform. It demands the effective use of
data to segment and understand both current and potential
account holders so financial institutions (Fis) can deliver the
right selution at the right time. By implementing modern data
intelligence and marketing tools, Fls can make smarter, data-
driven decisions and enhance user engagement, even without a
large team of in-house data analysts.

Why Personalization Matters

The financial services landscape has undergone a seismic shift,
with fintech disruptors and digital-first banks continuing to
raise the bar for customer experiences. Many of these
competiters have succeeded by leveraging advanced data
analytics and technology to offer hyper-personalized solutions,
setting new benchmarks that traditional banks and credit
unions must meet to stay competitive.

But persanalization in digital banking goes well beyond
addressing account holders by name. It invalves understanding

EE WL Y ORKPUBLICRELATIONS, COM



their behavior, preferences, and
financial goals to deliver relevant
insights, tailored recommendations,
and proactive support. From offering
customized budgeting tools to
recommending financial products
and services that align with life
milestones, persanalization
empowers Fis to forge deeper
connections with their account
holders.

Leveraging Data to
Deliver Personalized
Solutions

By their nature, financial institutions
have access to a wealth of customer
information, including transaction
histories, spending patterns, and
savings behaviors, The challenge,
however, lies in harnessing this data
effectively to create meaningful,
personalized experiences.

Fortunotely, modern dato analytics
and marketing tools can help Fis
effectively analyze account holder

behovior, personalize their services,
and engage with them directly
through digital channels.

For example, Apiture, providing
digital banking solutions to more
than 250 U.5. banks and credit
unions, offers Data Intelligence to
help institutions of all sizes make
smarter, data-driven decisions and
enhance digital engagernent.

This solution includes a suite of
intuitive tools:

« Data Portal: Displays pre-built
account helder insights in easily
digestible, interactive charts and
graphs designed for non-
technical users. Armed with
these insights, financial
institutions can deliver highly
relevant, personalized campaigns
1o users,

+ Data Engage: Allows financial
institutions to deliver pop-up
messages, ads, and video to
users directly within the digital

and mobile channels to educate
and drive adoption of specific
features at optimal moments in
the digital journey.

+« Data Direct: Provides real-time
data feeds that can be used by
institutions’ in-house data teams
or their technology partners to
create custom data pipelines,
integrate with enterprise
automation platforms, develop
advanced analytics, and create
reports to support a wide range
of use cases,

Robust data solutions such as these
can help elevate the digital banking
experience by

Analyzing Transaction Data

Transaction data offers a goldmine
of insights into account holders'
financial habits.

Banks or credit unions can use data
analytics tools to analyze criteria like
recurring expenses and generate
insights based on this data.
Institutions can then suggest ways to
optimize spanding or offer discounts
on frequently used services.,

Similarly, identifying those
experiencing a sudden drop in
income ar an increase in expenses
could trigger proactive outreach to
offer financial support resources or
tailored loan options.

Categorizing account holders based
an their financial behaviors and
demographics can result in highly
targeted campaigns.

For instance, young professionals
might receive promotions for
investrnent accounts, while retirees
could be offered wealth
Management services.

This level of segmentation ensures
that messaging and offers resonate
with each customer segment,
increasing its effectiveness,
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Leveraging Predictive
Analytics

Predictive analytics capabilities use
historical data and machine learning
algorithms to generate insights and
forecast account holders' future needs.
Institutions can analyze something like
deposit patterns and use the resulting
insights to identify those account
holders who may be saving for a home.
The institution could then proactively
offer tailored advertising promating
relevant morigage products.

Y0o| 32
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Enhancing Engagement with
Real-Time Data

Financial institutions can use real-time
digital banking data feeds to deliver
immediate, context-aware
recommendations to their digital
banking users.

For example, institutions can determine
when an individual's account balance
drops below a certain threshold, then
offer recommendations, such as
transferring funds from savings or
applying for overdraft protection.

Real-time alerts, personalized advice,
and timely offers make users feel
understood and supported in the digital
environment.

Additionally, by feeding real-time data
into fraud manitoring systems,
suspicious activity can be flagged and
acted upon before funds leave the
institution, better protecting both Fi and
account holder alike,




The Business Case for
Personalization

Personalization is not only about
enhancing customer experiences, it
is also a powerful driver of business
QULCOMmes,

This is especially relevant for
younger censumers, considering that
one-third of Gen £ consumers are
motivated to switch to a new
financial institution for a highly
personalized digital experience.

Consumers are also more likely to
remain loyal to those institutions
that offer tailored experiences,
translating to higher retention rates,
increased cross-sell opportunities,
and greater lifetime value.

Additionally, personalized
interactions build trust, a

feel their financial institution
understands their needs and has
their best interests at heart, they are
more likely to engage with additional
services — and recommend those
services [a others.

Looking Ahead: The
Future of
Personalization

As technology continues to eyvalve,
s0 too will the possibilities for
personalization in digital banking.
Innovations like biometric
authentication, voice recognition,
and augmented reality are already
paised to make banking experiences
even more intuitive and uniguely
tailored,

Additionally, as open banking gains
traction, consumers will expect their

financial institutions to seamlessly
integrate with third-party apps and
services, further expanding the

carnerstone of all successful banking
relationships. When account holders

Jane Tague
Chief Marketing Officer | Apiture

ABOUT APITURE

Apiture delivers award-winning digital banking solutions to banks and credit unions
throughout the LS. Our flexible, highly configurable solutions meet a wide range of financial
institutions' needs, from leveling the playing field with larger institutions to supporting growth
through innovative data intelligence and embedded banking strategies. With our API-first
approach, our clients can maximize the capabiities of their platform while presenang a
seamless user expenence, Our exclusive focus on digital banking, and a team with hundreds of
years of collective experience working at LLS. financial institutions, means we're dedicated to
rreatng the unigue needs of our dients while providing a level of support that's unmatched in
the industry. Apiture is headguartered in Wilmington, North Carolina, with offices in Austin,
Texas. To learn more, visit www.apiture.com.

APITURE

INSIGHTS

scape of these personalized offerings.

In this new era of banking,
personalization will be the key to
offering better user experiences and
building lasting customer
relationships.

By harnessing the power of their own
data, banks and credit unions can
meet the demands of today’s digitally
sawwy customers and members while
positioning themselves for long-term
SLICCESS.

Schedule a demo to learn more how

the Apiture Data Intelligence solution
can support your data and marketing
strategy, or contact Charlie Effinger,
Wice President of Sales, at
Charlie.Effinger@apiture.com.
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MERGERS & ACQUISITIONS
IN BANKING: NAVIGATING
THE 2025 LANDSCAPE

Amy Pierce
Founder & President | Bank Strategic Solutions

As we enter 2025, the banking industry finds itself at a critical
juncture, with mergers and acquisitions (M&#a) playing an
increasingly pivotal role in shaping its future.

Despite a recent surge in optimism amaong financial
institutions, persistent elevated cost of funds, inflationary
pressures, and technological disruption are encouraging
mary banks, particularty mid-sized institutions, to reevaluate
their operational strategies and consider mergers and
acquisitions as a path forward.

The drive towards consolidation is multifacered,
encompassing the need for enhanced scale to manage
interest rate risks, achieve cost efficiencies in the face of
rising operational expenses, and make necessary
investments in cutting-edge technologies. Additionally, the
burgeoning costs of regulatory compliance and the
imperative to strengthen market positioning in a slow-
growth economy are pushing banks towards MEA activities.

Farging ahead into the new year, it is critical to understand
the key drivers behind the surge in banking M2 activity, the
challenges and opportunities presented by mergers, and the
critical factors banks must consider in 2025 as they navigate
this complex landscape.

Economic Drivers: The Push for
Consolidation

The elevated cost of funds, inflationary pressures, and need
for increased core deposits continue to exert significant
influence on banks' profitability and operational strategies in
2025, These economic conditions are creating a strong
impetus for consolidation as institutions seek ways to survive
and grow in a challenging environment,

Several factors are contributing to this push for
cansolidation:

Margin Pressure

High interest rates have squeezed net interest margins for
many banks. While rates have begun to moderate, they
remain elevated compared to historical norms. This has
made it more expensive for banks to attract and retain
deposits, while also potentially limiting laan demand,
Mergers allow banks to achieve greater scale, potentially
impraving their ability to manage interest rate risk and
maintain profitabilicy.
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Cost Efficiencies

Inflation has driven up operational costs across the board,
from technology investments to employee compensation.
Larger institutions can spread these costs over a broader
base, achieving economies of scale that smaller banks
struggle to match. ME&A activity allows banks to eliminate
redundancies and streamline operations, crucial for
maintaining competitiveness.

Technology Investments

The need for substantial investments in technology like
digital banking platforms, cybersecurity, and data analytics
has become a significant driver of consolidation. Smaller
banks often lack the resources to keep pace with
technological advancements, making mergers an attractive
aption to gain access to mare sophisticated systems and
capabilities.

Regulatory Compliance

The cost of regulatory compliance remains a significant
burden, particularly for mid-sized institutions. Mergers can
help banks reach a size where they can more efficiently
absorb these costs and navigate the complex regulatory
landscape.

Market Positioning

In an environment of modest economic growth, organic
expansion has become more challenging. ME&#& offers a path
for banks to quickly enter new markets, diversify thair
product offerings, or strengthen their position in existing
rmarkets.
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What Banks Should Consider

Despite these pressures driving consolidation, the outlook
for banking remains nuanced, While larger merged entities
can indeed leverage their combined size to negotiate better
financing terms and achieve aperational efficiencies, they
also face challenges. The overall economic uncertainty,
potential for continued interest rate volatility, and ongoing
regulatory scrutiny all contribute to a complex landscape for
MEA activity,

Furthermore, successful mergers require careful planning
and execution. Cultural integration, technology system
compatibility, and maintaining customer relationships are all
critical factors that banks must navigate to realize the full
benefits of consolidation.

As we move through 2025, it's likely that the trend towards
consolidation will centinue, reshaping the banking
landscape. However, each potential merger will need to be
evaluated on its own merits, considering not just the
economic drivers, but also the strategic fit and long-term
viability of the combined entity,

There are several critical factors banks should carefully
evaluate.

Due diligence is paramount - banks must conduct
comprehensive evaluations to thoroughly identify potential
risks and opportunities associated with any potential deal,
This involves scrutinizing financial records, assessing
technological capabilities, and evaluating cultural fit to gain a
complete picture,

Integration planning is another crucial consideration that
requires meticulous attention to detail, Successiul MEA
hinges on developing strategic frameworks for seamlessly
merging operations, cultures, and technologies of the
combining entities. This involves mapping out how systems
will be integrated, how workflows will be combined, and how
teams will be restructured to maximize synergies and
efficiencies.

Regulatory compliance cannot be overlooked, as ensuring
adherence to current banking regulations and standards is
absolutely essential. Banks must carefully navigate the
complex regulatory landscape, potentially engaging with
multiple regulatory bodies to obtain necessary approvals.
Failure to properly address compliance issues can derail
even the most promising deals.

Perhaps one of the most challenging yet critical aspects of
M&A is cultural unification. Blending corporate cultures
recjuires thoughtful strategies to align visions, retain key
talent, and ensure a smoaoth transition for employees and
customers alike. Banks must develop comprehensive plans
for communicating changes, addressing concerns, and
fostering a shared identity and set of values for the newly
combined organization. Without proper cultural integration,
the full potential of a merger may never be realized.
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The Road Ahead

The trend towards consalidatian in
banking shows no signs of abating
The economic pressures,
technological imperatives, and
regulatory challenges that have
driven this wave of MEA activity
continue to shape the industry's
landscape. However, successful
mergers are far from guaranteed.
Banks must approach these
initiatives with a clear strategic
wision, meticulous planning, and a
keen understanding of the
complexities involved,

The key to success lles in thorough
due diligence, careful integration
planning, strict regulatory
compliance, and thoughtful cultural
unification. By giving careful
consideration to these critical
factars, banks can position
themselves to navigate the
intricacies of M&#A and maximize the
chances of successful transactions
that deliver long-term value

Amy Pierce

Founder & President | Bank Strategic Solutions

ABOUT BANK STATEGIC SOLUTIONS

Bank Strategic Solutions’ teamn of consultants are experienced bankers and former regulators
who have served in execitive management roles in financial institutions and/or as
commissioned examiners with the OCC, FDIC, and Federal Reserve. For more information, visit
wwnw, bankstrategicsolutions.com.
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THE STATE OF Al IN BANKING

BANKING'S Al REVOLUTION:
TURNING DATA INTO DECISIONS

Michael Whitacre

Chief Revenue Officer | BOND.AI

When Openal launched ChatGPT in 2022,
it sparked a movement ta put Al in the

hands of everyday people, and, in banking,

Al has a plethora of uses for financial
institutions to create new opportunities to
increase profitability by changing the
paradigm of how we talk to and market to
customers, accurately predict the banks
performance over, for example, the next
four quarters, and what actions they can
take to improve that perfarmance,

Regarding predicting performance,

according to a survey by American Banker,

most bankers are optimistic their
institutions will achieve asset growth of at
least 5 percent in 2025,

However, according to Autopilot’s Al-
driven analysis, financial institutions are
facing shifts in key performance metrics
that will shape banking in 2025.

Financial Health & Asset
Quality: A Diverging Trend

Financial health scores are projected to
decline, with banks dropping from 76.1 in
2024 to 72.3 in 2025, while credit unions
will see a similar decline from 61.2 to 58.1.
This downward trend highlights the need
for institutions to adapt to tightening
margins, increased compliance costs, and
evolving risk environments.

il

Despite these challenges, asset
quality is expected to improve, as
banks strengthen underwriting
standards and diversify portfolios.
Banks will see a 5% increase in asset
quality, rising from 81.2 to 85.2,
while credit unions will experience a
similar increase from 75.1 to 78.8.
This shift suggests that institutions
are prioritizing risk mitigation
strategies to maintain loan
performance despite economic
uncertainties,

Operational Efficiency
& Profitability: Rising
Costs, Shifting Margins

At the same time, operational
efficiency will decline as institutions
grapple with rising expenses.

The efficiency ratio for banks is
projected to worsen from 61.6 to
685.9, a 7% increase, while credit
unions will see an even steeper rise
from 69.6 to 74.5. As costs continue
to mount—driven by compliance

burdens, technology investments,
and labor inflatien—financial
institutions must leverage Al-
powered efficiency tools to
streamline operations and reduce
oSt pressures.

Met interest margins (MIMs) are
also under pressure, with banks
expected (o see a 7% decline,
falling from 3.33 to 3.09, reflecting
a compressed lending
environment. However, credit
unions will experience a slight
improvement, with MIM rising from
2.67 to 2,87, as their deposit-driven
funding model allows for more
stable margins,

“r‘[.'-'i a7
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Meanwhile, profitability metrics
show a mixed outlook:

Return on Assets (ROA): Banks will see a 5% increase,
improving from 0.95 to 0.99, as they shift toward fee-
based revenue models such as investment advisory
services and wealth management. However, credit
unions will see a 5% decling in ROA, dropping from
0.67 to 0.64, a5 operational costs outpace revenue
growth.

Return on Equity (ROE): Both banks and credit unions
will experience a 5% decline, reflecting rising capital
adequacy reguirements that constrain profitability and
aggressive expansion efforts.

Leveraging Al for Competitive
Advantage

With these shifts in financial health, asset quality, net
interest margins, and profitability, banks and credit
unions must adopt Al-driven forecasting tools to
navigate economic headwinds, optimize lending
capacity, and improve customer engagement.
Instituticns that integrate Al insights into their
decision-making will be best positioned to enhance
efficiency, strengthen profitability, and drive long-term
resilience in 2025 and beyond.

Mo banker knows the future, but over the decades
many piecemeal and proprietary programs have come
and gane that anly de fraction of what a well-trained Al
can do. Artificial intelligence changes the paradigm of
bark forecasting and reporting.

By combining call reports, decades of publicly available
banking data, customer transaction data, net income,
assets and many more factors, Al can deliver the
business intelligence, customer intelligence and
market predictions banks and credit unions can use to
optimize product lines, hyper-personalize marketing
and improve institutional efficiency,

Banking information processed by Al, which has
analyzed tens of millions of data points, transactions,
and other naon-financial information, can create a
picture of an institution that is easy-to-use and
understand.

For example, last year, BOND Al launched Autopilat, a
revolutionary platform that combines cur Empathy
Engine® Al platform with an easy-to-use dashboard to
create a user-friendly way to gain insight into a bank or
credit union.

B
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Autapllet allows financlal institutions to understand
everything happening in their bank from a single, integrated
dashboard. It tells who your customers are, what products
and services they need and highlights unused services to help
bankers develop deeper customer relationships.

In addition, Autopilot gives each financial institution our
Financial Health Score, which is determined by factors like
Capital Adequacy, Asset Quality, Profitability, and Liquidity

When we looked at these same institutions as outlined above,
we found just over 50 percent of those institutions can
measurably increase their Financial Health Score over the
next three quarters I:JI',I implementing the ilndlngﬁ' aof Autopilat,

The greatest feature of Al, however, is that the more data is
processed through Al engines like ours, the better, and more
accurate it gets. | truly believe that if financial institutions
want ta thrive, while improving the financial lives of their
custamers, they must embrace Al

To learn more, visit www.bond.aifautopilot. '

Michael Whitacre

Chief Revenue Officer | BOND.AI

ABOUT BOND.AI

BOND Al s revalutionizing financial health with its groundbreaking Empathy Engine®
technology. Designed for use by consumers, employers and finandal institutions, the Empathy
Engine® creates finandal journeys by processing and extrapolating data to guide users
through their financial lves. BOND.Al's Autopilot platform was created for the banking
industry, and it empowers financial institutions with a breakthrough data dashboard that
affers enhanced audiences, operational improvements, and product streamlining. For
employers, it offers a financial health application, which is offered to employees. Employees
gain access to a suite of finandial services offered by partner banks that matches the
employes's finandal needs. The application offers finandal coaching, rewards and more.
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BEYOND LOAN OFFICERS:
HOW TECHNOLOGY IS RESHAPING
THE HOMEOWNER EXPERIENCE

Matt Covi Chase Neinken
CEO | Chimney CRO | Chimney

For most hameowners, their home is more than just a
roof over their head; it's the centerpiece of their
financial life and their most significant investment. In a
recent survey by Aite, B0% of homeowners said they
are looking for guidance on managing their home as a
financial asset, This includes knowing when to ufilize
their home equity, funding renovations, and
understanding when to refinance

In 2006, Zillow changed the game by launching the
abilicy for anyone to check their home value online.
The website proved so popular that it crashed for 6
hours the first morning it was live. Despite this
insatiable appetite from homeowners to access this
infarmation, financial institutions still don't provide
this service to account holders.

The same way that embedding credit scores in banking
apps has ushered in a new era of digital engagement,
the data is clear that adding information like “Track
your Home Value* and “See Available Equity” into
digital banking are game changing features that don't
just build relationships, but also generate more home
loans.

Chimney Home has reimagined the banking
experience for homeowners by transforming complex
property data into actionable insights. Banks can now
seamlessly embed information, tools, and insights that
homeowners need, allowing them to forge lasting
digital relatienships, drive meaningful loan volume,
retain critical deposit accounts, and access powerful
data for operational efficiency and growth,

The race is on for homeowner
“Homes are the most valuable financial relationships

assets most people will ever own. It makes
zero sense that none of the data or

Homeowners are your most critical

. ) . ) retail segment
insights associated with that asset are B

available within modern digital banking The homeownership rate in the US is 68%.
interfaces." Homeowners hold B0% of your deposits and drive over
: 75% of your net interest income. With the average

Alex Johnson, Fintech Takes homeowner sitting on $270K in tappable equity, their

home is the most important financial asset they have.
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The competition to win digital refationships with
homeowners is intensifying. Several personal finance
apps, fintechs, and mega banks are investing the
resources to launch property tracking to help their
users manage the asset side of homeownership

"We believe it's critical to identify
and resolve customer pain points

and improve the user experience.

And we're attackir

with the digitization of existing
product offerings with apps like
Chase MyHome"

The competition to win digital relationships with
homeowners is intensifying. Several personal finance
apps, fintechs, and mega banks are investing the
resources to launch property tracking to help their
users manage the asset side of homeownership.

Clear opportunity for banks

Banks have a remarkable opportunity ahead. With a

hfr:)ﬂg f::-urulr:!.mn l:]l" customer rE]:‘i'I'.l:]I'I‘H'l:E X5, [h[‘_‘" can
become the trusted source for homeowners and their
most valuable asset. However, without the right digital

tools, this opportunity becames a significant challenge,

In today's consumer-driven world, it is crucial for
banks to deliver personalized data and insights at
scale. Relying solely on loan officers to maintain
relatienships or spending countiess hours on
launching individual campaigns no longer meets
consumer expectations. Real-time data and guidance
in the palm of their hand is what customers demand.

With Chimney Home, banks can provide the tailored
experience that homeowners need. They can access
data and autormation (o keep their team focused on
the bigger picture while driving meaningful revenue
growth. It's time to bridge the gap between property
data and digital banking apps. With Chimney, any bank
can launch a modern experience in a matter of weeks,
offering a comprehensive financial picture to their
customers,

Current Challenges
Problem 01: Losing the battle for
homeowner relationships

The Problem: It's getting harder to compete for digital
relationships

Yol 41
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Property tracking has become a must-have financial
app. That's why financial institutions like Chase, Rocket
Money, SoFi, and most recently Copilot have entered
the space. It's no surprise, as 8 cut of 10 homeowners
say they rely on always-on digital guidance to make
their next decision. Banks are losing homeowner
relationships to competitors who address their needs,

The Solution: Provide always-on digital guidance to
homeowners

Banks can fight back by offering homeowners the
ability to manage their biggest asset, By providing
high-value tools like property tracking. banks have a
massive opportunity to build even stronger customer
relationships by providing trustworthy data and
guidance - something lacking in today's solutions, like
Zillow.

Problem 02: Missing out on key revenue
opportunities

The Problem: You lose 3 existing customers for every 1
loan acquired

When your customers engage with the competition,
you lose share of wallet. E|1|rnr~.:*3,r'=. data highlights the
magnitude of this problem. Banks are spending
significant amounts of time, money and resources to
launch a single campaign, but by that peint it's already
too late. Homeowners are going 1o third-party
websites to find the information and insights they
need, where they are sald competing products,

The Solution: Always on, scalable, Al powered
technology

Provide homeowners with always-on, personalized
guidance that they can access 24/7 right in their
pocket. Through modern technology, you can offer
your entire customer base relevant, data-driven
HlJlerrH.I: hdhL‘L‘l on [h{ur current rIH:IH-C 1al SITutIan,
keeping your brand top of mind for their next big
decision.
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Problem 03: Falling behind due to
operational challenges

The Problem: Burning time, money and valuable
resources

Your teamns are spending too much time using manual
data in spreadsheets to run a single marketing
campaign and lending teams manually verifying
property data to approve loans. And after all of that,
the customers you're reaching are disengaged and
using anather app when they pick up their phone.

The Solution: Modern technology that powers your
customers and digital teams

Chimney Home can effectively future-proof your home
lending operation while keeping valuable deposit
holders engaged. Shift from scaling loan officer teams
and time-intensive quarterly marketing campaigns to
automated technology.

Case Study: Award Winning
Technology that Delivers Proven
Results

Background

Chimney launched My Home Tracker in partnership
with leading banks in 2023, all of which had
experienced a decline in market share in home equity
lending, After analyzing the data, it became clear that

homeowners have specific needs that are not being
addressed. For many homeowners, it is not a question
of whether they would take out a loan, but rather
when it comes time to make a decision, which
competitor are they going to choose.

Problems and Solutions

1. Relying on loan officers for engagement

* Problem: The average loan officer was responsible
for engaging 8,000 current homeowner customers

= Solution: For less than the cost of hiring a single
lpan officer, our partners launched scalable
technology working 24/7

2. Missing critical customer data

* Problem: Lacking key insights like which customers
cauld lower debt payments with a home eguity
deht consolidation

s Solution: See the full financial picture of customers
like equity, competitive loans and savings
opportunities

3. Unable to send timely data-driven updates

+ Problem: 15-20 hours monthly wasted sifting
through spreadsheets to run ineffective quarterly
campalgns

* Solution: The ability to reach the right customers at
the right time with data-driven, automated
campaigns

4. Missing the digital tools homeowners need

* Problem: Most impartantly, homeowners need
always on digital tools and were being forced to
turn to the competition

+ Solution: Provide homeowners with the tools they
need, seamlessly embedded in online banking

Results

After launching with our banking partners;
« 30% of homeowners enrolled within the first 90

days

* 60% of hameowners return monthly to check their
latest home updates

« 5% of enrolled homeowners clicked into a loan
product application

= B5% of homeowners are 'very satisfied’ with their
bank's My Home Tracker
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My Home Tracker:

A Must Have for
Homeowners

My Home Tracker is an engaging
homeowner dashboard that

seamlessly integrates inta your

digital banking app.

Core Features

1. Home Value tracking
L |:'rl'u'l:f' B roven E?rIHdHErTI!.’H[ with

home value tracking in your app,

powered by Chimney's industry-
leading AVM model

2. Home Equity Snapshot

« Offer homeowners an accurata
picture of the equity they can
borrow, tailored to your lending
criteria

3. Personalized Guidance

+ Provide personalized guidance
and timely offers to help
customers r11.-1r1r'|51-* ”"lt-"lr hi’.\l‘l’!li-!‘
with confidence

4. Monthly Home Report

+« Dur Monthly Home Report is
sent out to all homeowners,
keeping them Informed while
increasing app engagement

YOl 43
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Features that help
Banks accelerate
digital growth

Digital teams

1. Easy Digital Banking

Integration

+ Quickly embed engaging
property tracking tools in your
online banking platform within
weeks - not months

2. Advanced Offer Targeting

« Easily configure product offers
to stay in front of the right
homeowners based on your loan
criteria

3, Fully White-labeled Emails

+ Automatically send on-brand
emails fram your bank domain
that deeplink into Chimney's
dashboard

Lending teams

1. Portfolio Intelligence

+  Know which homeowners are
ready to take action so you can
deliver the right
recommendations and offers

2. Monitoring & Alerts

* Setup custom alerts to know
when homeowners qualify for
products or take certain actions
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Marketing teams Ta learn how your bank can achieve similar results and deepen
wallet share with a critical customer segment, schedule a free
1. Campaign Targeting consultation with one of Chimney's experts today,
« Access up to 400 property data
Poinks an [i turnm EHEHEE‘TT]FH[ Nt
revenue with data-powered

campaigns

2. Automated Campaigns

« Save hours of time by moving
from one-off campaigns to
automated data driven alerts
and offers

3. CRM Integrations

« |ntegrate homeowner data into
your CRM to lewvel up your
customer communications and
engagement

Matt Covi

CEO | CHIMNEY

Chase Neinken

CRO | CHIMNEY

ABOUT CHIMNEY

Chimney's tooks and APls help users track home value, understand borrowing power, and
easily access home equity - all right within their banking app. With its embedded financial
platform, Chimmney gives homeowners the personalized guidance and insights they need,
when they need it, to make smarter finandal decisions. By leveraging open bank data,
Chimney's platform enables financial institutions to engage homeowners with proactive
product recommendations and other embedded offers unique to each homeowner's financial
situation. Chimney's homeownership platform is the latest addition to the company’s product
suite, which includes its award-winning financial caloulators. Winner of the FinowvateSpring 2021
Best of Show, Chimney's solutions are built for the digital age - designed to engage and win
mMore customers, capture better customer data and move leads faster. That's why the
company is trusted by over 80 of the top financial instituticns nationwide, including banks,
credit unions and lenders. For more information, visit wsas chimneyio.
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HOW BANKS CAN TARGET "
MILLENNIALS & GEN-Z'S
WITH FEWER COSTS

Rachel Lauren Zikvashvili
Co-founder & COO | Debbie

The personal savings rate is now the lowest it's been in more
than 30 years, delingquencies are starting to rise, and
financial health is beceming harder and harder to achisve,

Al the same time, financial institutions are struggling with
incredibly high account acquisition costs (on average
$300-8500 per account), and fairly low retention. When we
conducted our annual Financial Marketing Survey, one of the
#1 goals of bank and credit union executives for 2025 is
Erowing their account base, especially amongst younger
Millennial and Gen-Z consumers. However, over 40% of
those surveyed did not have a good understanding of the
cost and requirements of growth.

The average credit union annual marketing budget was
around $1m, which essentially assumes 4,000/year account
growth. Chime’s CEQ reported in late 2024 that they are now
growing by 20,000 accounts/month,

In arder for community banks and credit unions to compete
with fintechs and large banks, they need to take a different
approach to leapfrog the competition. They can do that by
not only focusing on their own problems, but those of their
target consumers - namely, how to get in better financial
shape.

Here are 3 things we believe are a critical part of a financial
marketing strategy:

1. Consumers today require incentives
to take action. What is Your Account Acquisition Cost?

Incentives are the strongest driver of behavioral change,
Incentives can be financial or experience-oriented.

2. It's time to start bundling products again. :

You can sell individual products but then don’t expect young = (Mot 50) Fun Fact: 40%
pecple to rely on you for your full suite of products. Bundling f o ot of bank and CU
products with tied incentives can help you increase your LTV, o haveni executives don't know
Chime did this smartly by offering a no-deposit secured card, SR their account

in exchange for maintaining direct deposit in a Chime acquistion cost.
checking account.

3. Have consumers’ best interest in mind. S
Offering predatory products may have an initial lift but will ' ';u.-,-_-
quickly come back to bite you. We are starting to see this in

the BMPL and cash advance space.
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CASE STUDY

CFCU (Community Financial Credit Union)

Community Financial Credit Union (Plymouth, MI) is a $1.6bn asset credit
union, whose goals are to:

1.Expand new, young membership
2.Retain those members for longer

3. Build wallet share across checking and credit offers

4. Help existing members improve their financial health by reducing debt
and increasing deposits.

CFCU utilized Debbie as both a stand-alone acquisition source, as well as an
existing member engagement ool

During the first few months of CFCU's pilot, they saw:

= Over Zk new member applications

= -50% reduction in their member acquisition cost compared to other
channels

* 5500k of debt paid off in the first & months

+ Millions in deposits generated across both existing and new members

= —10% conversion into additional products
The Debbie app was able to reward both new and existing members for
paying off debt and saving, as well as offered points multipliers for
engagement with CFCL accounts,
Ower 70% of users surveyed opted to bank with their new account over their
original primary account when presented with a multiplier offer. Rewards

included both cash as well as experiences, such as Detroit Tigers and Lions
tickets, which improved the uptake on affers,

66

“This is the kind of partnership and
engagement that makes a difference. We're
not just offering products and services; we're
creating experiences that our members will
never forget. That's the work worth doing.”

Blake Weods, VP of Insights, Innovatlon, and Impact at CFCU

:
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Mot anly did CFCU see financial

Ire e q
MU, DU ARNL Sereeying | was surprised about CFCU

members, they found that: i .
offering this. it makes me feel like | Gpprecmte
« 58% said their view of CFCU CFCU actually wants me to be in ’
improved significantly after they control af friv FMeney. not st C FCU S
offered access to Debbie gl Y '!"-_ LJus . .
looking for large deposits to earn investment in
+ 79% said they would consider interest. | F'E!‘l:.l”'f GFJFJI'E?CiL'JtE? thet d t' f II
CFCU's products more if 5 ion r
v Frimrded b Dbl CFCU provides free access to eaucaton 1or @
Debbie—it's an investment they : "
+« 36% had a better picture of their didn't have to make, and it shows Its members+

financial goals { ; a
' B their commitment to members

« 709 it increased their financial
confidence

Here are some quotes directly from

| I love Debbie! It has '‘Debbie has
If you'd like to learn more completely changed
about our research on how | th!ﬂk ClbDUt OpeHEd my eyes

financial marketing, digital
account growth, and
Millennial and Gen-Z
audiences, visit us at
joindebbie.com/partners.

saving and credit” to saving.

Rachel Lauren Zikvashvili
Co-Founder & COO0 | Debbhie

ABOUT DEBBIE

Debbie allows credit unions and banks to reach young, motivated prospects who are ready (o
build an emergency fund, refinance, and pay off debt. We are the first account growth and
loyalty-as-a-semvice platfiorm designed to help financial institutions grow by rewarding
consumers for positive finandal behavior, like saving, paying off debt, and making on-time
payments. With thousands of users signing up for the Debbie app every month to eam
rewards, joining Debble’s partner network means showing rezular Armericans that you are
investing in their finandal wellbeing, while being able to grow your deposits and source
qualified borrowers.

























































































































































































































































































































