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What’s funny about Banking?

V' 50 hrs of research

v/ Over a 1000 videos watched on
Youtube

v/ S50 paid to Research Assistant

Here is one of my favorites
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What we will talk about today @

Banking basics

The 2008 Financial crisis and how it matters
Banks and the world before COVID
Projected Impact and Regulatory Response
The Empire fights back (or is trying to)

Q&A
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Different Types of Banks I

Most Common Types of Banks

Retail banks Commercial banks Investment banks Central banks
Credit unions Online banks Mutual banks Savings and loans



How banks are supposed to work?

How Do Banks Work?

How do banks make money?

These earn banks money:

The bank uses that money to lend to other
people and businesses

You place your money inasavings #4

accountwith your bank
Loans (to Product fees Other
customers, (credit card products
businesses, and (insurance,
other banks) transaction financial
account planning)
fees)

These cost banks money:

The bank pays you interest for using your These people and businesses pay the bank The interest The interest
money to make the loans and keeps the interest for borrowingthe money they pay on they pay on

difference savings money they
accounts borrow




The roots of the 2008 financial crisis
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NOTE: Percent securitizedis defined as subprime securities issued divided by originations in a given year. In
2007, securities issued exceeded originations.

SOURCE: Inside Mortgage Finance ssolflf Behaviora! Science
ity of Chicago
Director of t senter for Decision Research
Has transformes Economists understand
human behavi
Father of “Be Ec




The Great Recession by the Numbers
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No risky products, focus on basics and lend to who can pay you back



T

he Rise of Fintechs and Big Tech

Comparison of the top five markets with the highest FinTech adoption for each FinTech category
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Leader banks have invested heavily in technology

Where is your company focusing its technology investment? Select up to two.
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Cybersecurity

Developing Al platforms like digital advisors and

. . Y
voice assisted engagement channels

Cloud based technologies

Agile technology delivery (DevOps) 17.0

Incorporating blockchain and/or crypto currencies
where relevant

Advanced and predictive analytics

Back office productivity optimisation through
Al platforms

w
(%]

Renovating both front and back office systems

Quantum computing 7

Augmented and virtual reality

Source: The Economist Intelligence Unit.

Building personalization at

scale begins with rich data
Data Foundation
Measure and embed Assemble rich real-time
learnings in existing view of consumer
systems engagement
End-to-end
Distribution personalization 033% Decisioning
growth factory
Test and learn in an % Mine data to identify
agile way across consumer signals to
vehicles act on along consumer
journe
Design s

SOURCE: McKinsey © August 2018 The Financial Brand






P - - . McKinsey
The economic impact of COVID-19 in India will vary by sector. & Company
Scenario 2 (lockdown continues until mid-May 2020): Potential impact on key sectors

Output change GDP Bank credit Employment
Q1FY 2021vs Q4 FY 2020,'% share,% FY 2019, %* FY 2018, millions

Airlines and hotels -70 to -75 [ 2 15 87

Auto and advanced industries  —50 to —60 [\ || NGNEGEGEGEGE ) 1

Construction and real estate -s50 8 1 54
Textiles -so [ 2 3

Freight and logistics -40 to -45 G 8 20 226 I m pact Of
Metals and mining -35to —40 _ 7

Oil and gas -20to 25 [N 7 2 COVI D b
Power —20 to —25 - 2 9 38 Manufacturing y
Consumer and retail —-20 to -25 - 11 11 47 56

Chemicals —15to -20 - 2 1 I n d u Stry
Agriculture —-15? - 15 18 205 =

IT services -10to —15 . 5 (0] 4 (prOJeCted)
Pharmaceuticals —10to —15 1 1

Telecommunications Oto-5 2 2 1°

Total 672 69 402°

Note: GDP share, bank credit, and employment estimates are rounded up.

"Pre-COVID-19 Q4 FY 2020 estimates used; output compression dynamically revised with new inputs. 2Q1 FY 2021 vs Q1 FY 2020, given seasonality.
SRemaining sector share of GDP mapped to related NAS sectors; separate assumptions made for sectors such as community, social, and personal services.
“100% = non-retail bank. °Only hotels, restaurants, and entertainment. ®Includes airlines. "Only hotels and restaurants. éIncludes power and other utilities.
°Includes media and entertainment. ®Does not include employment in financial services, public administration, other professional services, education, healthcare,
and others.
Source: Expert interviews; Indian Ministry of Statistics & Programme Implementation; National Account Statistics; PLFS 2018; RBI; press search; McKinsey ]_2
survey of >600 senior executives in 100 companies operating across a variety of sectors in India; McKinsey analysis
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EUROPE (EUROZONE) EUROPE AMERICA
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Policy rate cuts
Central bank liquidity support - - - - - -
Central bank swap lines ------
Central bank asset purchase schemes - - - - - -
EXTERNAL POLICIES

ign currency inter

Capital flow measures

FINANCIAL POLIGIES FOR BANKS
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Easing of countercydical capital buffer

ing of ic risk or d ic capital buffer -
Use of capital buffers ------ ---- -
Use of liquidity buffers ----- ------
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Restructuring of loan terms/moratorium on payments

A CLOSER LOOK AT RATE CUTS WHY DID EUROZONE COUNTRIES
Y
Central banks can lower interest rates This is achieved by reducing their policy When rates app: ch zero,
to reduce the cost of borrowing, thus i rate, which i es other rates further reductions can lose their
ac Y such as those for mortgages. to the
Policy rate cuts in response to COVID-19 4%
Turkey e 2.0%
Canada ) 1.5%
United States 1.5% 296
Norway 1.5%
Mexico =D 1.5% 296 | 1
Brazil & 125
Hong Kong o 1.14% Negative
India ——————————————— (35 075% 1% to the pri
United Kingd — 0.65% While Turkey made the largest cuts, \_—/_/_\ only used
A G 0.50% its policy rate sits at 8.75%— —\
South Korea (z=3) 0.50% much higher than the near-zero 096
Poland ¢ 0.50% rates of many developed economies.
Russia @ 0-50% 196
China _00'30% Jan Jan Jan J
o 1.0 2.0 2010 2012 2

What
regulators
took 3
years to do
In the 2008
crisis, they
have
already
deployed In
3 months
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While everyone awaits a vaccine!!!!




Acknowledge that you are a part of Societ®

1. Provide pscychological safety to
customers (extend moratoriums)

2. Accept past biases and address
inequality systematically (micro-
loans without collateral)

3. Understand that your brand is at
stake, so empathy and immersion
are keys to insight

Inequality on the rise
Top 1% earners” share of pretax national income, 1980-2015
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Source: BlackRock Investmant Institute, with data from the World Inequality Database

TREND IN HOUSEHOLD

DEBT AND CORPORATE

SALARY & WAGES

- Household debt*

Base Price

o e 132.8—

L
FY 08

|
FY 20

- Salary & Wages

658.0;])
s
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*Combined personal loans book of commercial
banks and listed non-bank retail lenders that are

part of BSE500 Index; Source: Capitaline, Reserve

Bank of India, BS estimates



2. Are you “Digital” Yet?

Who led the digital transformation of
your company?

A) CEO
B) CTO

('C)coviD-19 >

82%
13%
63%
6%

()

of consumers are concerned
about going to their bank

are doing more remote
work/errands

are more inclined
to try a digital app

are worried about being
able to repay loans



2. Are you “Digital” Yet?

s whe

Leader Banks investment in technology is paying off heavily
Cybersecurity, Al/ML, Cloud are hot skills right now
Automation first is the new rule

Digital distribution of software is the new norm

@



3. Collaboration not competition

1.

Recent deals (Google/ Deutsche
Bank, Allianz/ Microsoft) foretell a

trend
More welcoming of Open innovation venmo  ‘itendingCiub CoverHound 7 308l SOF
than before (i AV ANT EREDET (NI CommonBond (&
r Q
Legacy bank journey from integrator R A . N~

to open banking orchestrator

Sanking Loars and Credit Insaance Investing and Retirement Weaith Management

Inventive bank Inventive bank
o as an
SUPPLIER ORCHESTRATOR

Actnow to geta
student loan

No payments while in schol
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o
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@ Apply Now
3
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Inventive bank
as an

Universal bank AGGREGATOR
as an
INTEGRATOR

SOURCE: Capgemini Financial Services © April 2020 The Financial Brand



3. Fintechs have flourished but the road ahaad is rocky

1. Fundingis drying up quickly
making viability a challenge
2. This is pushing Fintechs more in

the arms of traditional
competitors

Months-of-runway

SOURCE: BCG © May 2020 The Financial Brand

Fintech deals are falling across geographies

Global deals to fintech companies by geography, Q1°16 - Q2'20
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4. Blitz scale and Blitz skill

1.

2.

Banks need to identify products
that wont survive this crisis intact

Banks also need to reskill their
employees, particularly front line
staff in new products and ways of
working

Starting an in-house competitor
bank is on the minds of many
banks

What is your bank'’s innovation strategy? Select up to two.

% of dent
(% of respondents) M Global Retail [l Commercial [l Wealth

0 10 20 30 40 50 60

Build a greenfield digital bank o — — ————
]

Open bank hub initiatives—gives customers the option

to connect their bank data with third-party providers

Participate in sandboxes to collaborate with fintechs F
and other technology providers to test new propositions | ———
]
Build a greenfield fintech company  p———
I

Invest in fintech start-ups =
]
Acquire existing fintechs =

——
Industry hub providing workspace, expertise e —
—

I
Create in-house accelerator/incubator programmes
—

Closed bank hub initiative—solely for the benefit of =
the bank —

Source: The Economist Intelligence Unit.



5. Your employees matter now more than eyer

1. WFH may work for some but is
very challenging for others (lack
of space, longer working hours,
consistent internet etc.)

W

2. Your stronger connections are

strengthened, and your weaker
connections weakened

3. Navigating this over time will be
challenging for traditional and
new-age leaders

—
Shes o
"



LET'S RECAP

AGILITY REQUIRES EXECUTE FOR NOW
STABILITY AND LATER
Giving employees and Focusing both on the immediate
customers a sense of comfort and long-term is how the best

and stability is key leaders respond

BUILD UP YOUR STAMINA

This is a marathon, not a sprint, so

building up resilience is key






