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FNTECHh SUMveY - Backaround and Gontext

The rise of Fintech has continuously redefined financial services, providing an
opportunity to leverage new and developing technologies to deliver more
personalized and enhanced client experience along with aim to drive efficiency.

Section 1: Client Demand and Expectations

Section 2: Other Automation Opportunities

Section 3: The Role of Third Parties

Section 4: Looking to the Future

Section 5: Investment Priorities

Section 6: Challenges for Banks on their Digital Journey

The PWMA Fintech Survey sought to examine the current and future landscape
of digital offerings across digital channels (both online and mobile), in order to
provide future growth opportunities, role of 3 party vendors, investment
outlook as well as major challenges and constraints.
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Approach

33 responses were received from PWMA member institutions for the 2021 Fintech Survey, between June to July 2021.
Data has also been incorporated from the 2021 PWMA Report, which surveyed 280 clients and PWMA member institutions.



FINTECH SUNvey - summary of Results

Key findings

Gaps in user requirements and budget allocation are the most frequent challenges for digital
transformation projects

Better use of data for customer analytics and cross-sell opportunities ranks the highest for internal
solution prioritization over the next 2 years




FINTECH SUNvey - summary of Results

Key findings

64% of respondents believe >21% of interactions between advisor and client will be performed via digital

channels in 5 years

There has been a decline in the number of clients that believe their advisors digital offering is exceeding
their expectations (55% in 2020 vs 44% in 2021)

58% of surveyed member firms anticipate up to 25% investment increase for digital transformation for
2021 and 2022.

Budget and resources allocation are deemed the most challenging hurdle in managing organization’s
digital transformation strategies




Llient Demand and Expectations

Cagigne e,

There has been a decline in the number of
clients that believe their advisors digital
offering is exceeding their expectations. 56%
of clients believe that digital offerings were
exceeding expectations in 2020, versus 44%
in 2021

No member firms report ‘chatbots’, ‘robo-
advisory services’ or ‘crypto-products trading’
being offered across either mobile or online
channels

Research portals and communication through
third party channels top customer satisfaction
for both online and mobile offerings

Limited scope of online services is the most
frequent cause of customer expectations not
being met
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The emergence of digital platforms, both online and mobile, have changed the financial
services industry. More and more services are being performed digitally and clients are
increasingly reliant on these digital offerings.

This year lower proportion of clients believe that digital offerings are meeting expectations
vs last year. This could be due to clients greater reliance on digital channels during
Covid-19 showcasing shortcomings in digital offerings that clients previously were not
aware of. Similarly, every year sees an increase in digital solutions on offer, placing
pressure on banks to keep pace.

‘Viewing of portfolios/statements’, ‘FX trading’ and ‘payment services’ are areas where
digital solutions generally meet client expectation, whereas ‘market alerts’ and ‘securities
trading’ are offerings falling furthest below client expectations.

Where digital offerings have not met client expectations, the top three areas for
improvement identified are the ‘scope of online services’, ‘degree of customization’ and
‘user experience’. Expanding the scope of online services and enhancing the amount of
customization present key opportunities for enhancing client experience and satisfaction

Despite the increase in general market interest, no banks are currently deploying more
complex services such as chatbots, Al-enabled/robo-advisory services and trading of
crypto products.



[Ne Tollowing Services are oifered oning and viamoDie channels

‘Portfolio and data consolidation across banks’, as well as ‘banking services’, show the highest online offering presence

Figure 1: What digital offerings are you currently providing to clients?

Portfolio and Data Consolidation across Banks
Banking Services (Deposit & Loan Booking, Personal
FX Trading

Payment Services

Viewing of Portfolio and Statements

Research Portal

Market/Event Alerts

Account Opening

Securities Trading

Communication via 3rd Party Channels (e.g. Whatsapp, Wechat)
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Chatbots
Robo-Advisory Services

Crypto-Products Trading

8%
8%
8%

= Now Available on Mobile

Note: Small sample size (<10 responses)
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0% 10% 20% 30% 40% 50% 60% 70%

m Now Available Online

80%

Findings show that clients
would like to see more
account opening and trading
solutions via digital channels,
but this is an area where
many banks are not offering
these processes via digital
channels.

Findings show that no
members are currently
offering ‘chatbots’, ‘robo-
advisory services’ and
‘crypto-products trading’
across both mobile and
online services.



Jigital orrerings 1o tAM across mabiie and oniine piatioms

Figure 2: Do you provide any of these digital offerings to External Asset Managers (EAM)? (Check all that apply)

Viewing of Portfolio and Statements —
Research porta! | —
Market/Event Alerts [
Securities Trading _
FX Trading _
Communication via 3rd Party Channels (e.g. Whatsapp, Wechat) h
Portfolio and Data Consolidation across Banks r
Chatbots g
Crypto-Products Trading

Account Opening
H Online Version ® Mobile version

Note: Small sample size (<10 responses)
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RESEACH POrtals and communication through third party channels top
CUStomer satistaction for poth oniine and maple OTerings

Figure 3.1: How do these digital offerings compare to customer Figure 3.2: How do these digital offerings compare to customer
expectations? — Online Version expectations? — Mobile Version

Research Portal [

CommuniCation Via 3rd Party O e (..
Whatsapp, Wechat)

BankiNg STy ICe (DOt & oA B OO,

Personal Information Changes)

Research Portal

Communication via 3rd Party Channels (e.g.
Whatsapp, Wechat)

Viewing of Portfolio and Statements

Banking Services (Deposit & Loan Booking,

Personal Information Changes) Payment Services

Payment Services FX Trading
FX Trading Securities Trading
Securities Trading Viewing of Portfolio and Statements
Market/Event Alerts Market/Event Alerts
Account Opening Account Opening
Chatbots Chatbots
Portfolio and Data Consolidation across Banks Portfolio and Data Consolidation across Banks

Robo-Advising Service Robo-Advising Service

Crypto-Products Trading Crypto-Products Trading

o
R

20% 40% 60% 80%  100% 0% 20% 40% 60% 80%  100%

m Exceeding Expectations mMeeting Expectations mBelow Expectations m Exceeding Expectations mMeeting Expectations mBelow Expectations




Llents are generally satisfied with the digital offernng for core banking Services
DULOpPOrTUNITies existTor ServIces such as messaging and account opening

Crypto-products and robo-advising services are the digital offerings ranked lowest on customer experience versus expectations

Figure 4: How do these digital offerings compare to customer expectations?

Viewing of Portfolio and Statements 85% 10% 5%
Payment Services 82% 9% 9%
FX Trading 82% 9% 9%
Market/Event Alerts 719 0% 29%
Securities Trading
Banking Services (Deposit & Loan Booking, Personal Information Changes)
Account Opening
Research Portal
Chatbots
Portfolio and Data Consolidation across Banks
Communication via 3rd Party Channels (e.g. Whatsapp, Wechat)
Robo-Advising Service
Crypto-Products Trading 40% 0% 60%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

m Meeting Expectations m Exceeding Expectations m Below Expectations




Alower proportion of Clients believe that digital offernngs are meeting
eXPECLations Vs last yedr

56% of clients believed that digital offerings were exceeding expectations in 2020, versus 44% in 2021

Figure 5: Does your private wealth manager's digital offering meet your expectations? The extent to which clients’ digital
expectations are being met has

Exceeding expectations declined slightly year on year.

With self service and
communication with clients through
digital channels expected to further
increase, banks need to focus
resources on ensuring digital
offerings continue to meet clients’
expectations.

Meeting expectations

Mostly meeting expectations

Not meeting expectations
Well below expectations

2020 PWMA Survey 2021 PWMA Survey

Source: PWMA Client Survey; KPMG analysis

m © 2021 KPMG, a Hong Kong partnership and a member firm of the KPMG global organization of independent member firms affiliated with KPMG International Limited, a private 10
e wath
Mo perant

English company limited by guarantee. All rights reserved. Printed in Hong Kong, China



Imited Scope of oniine Services IS the most frequent cause of CUStomer
EXPECTalions notbeng met

Expanding the scope of online services and enhancing the amount of customization present key opportunities for enhancing customer
experience and satisfaction

Figure 6: If your digital offering does not meet customer expectations, please select top 3 reasons why?

Ranking Reasons for digital offerings not meeting client expectations Percentage

1 Scope of online services 25%
2 Degree of customization 19%
3 Customer experience 19%
4 Degree of self service 17%
5 Specialist features e.g. analysis tools, investment goals, etc. 8%
6 Other (please specify) 6%
7 Speed of service 3%

3%

8 Cyber Security

KPMG ﬁ i



Viewing of portfolios & Statements and research portals are tne digita
iferings with the Nighest clent usage

Figure 7: What percentage of clients have signed up to your organization's digital strategies?

Viewing of Portfolio and Statements

Research Portal

Payment Services

Market/Event Alerts

Banking Services (Deposit & Loan Booking, Personal Information Changes)
FX Trading

Securities Trading

Account Opening

Communication via 3rd Party Channels (e.g. Whatsapp, Wechat)
Portfolio and Data Consolidation across Banks

Chatbots

Robo-Advisory Services

Crypto-Products Trading

I 66 %
I 60 %
I  59%
I 57 %
I  53%
I 52%
I 46 %
I 45%

I 13%

I 1%

0%

0%

0%

0% 10% 20% 30% 40% 50% 60% 70%
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Other Automation Opportunites

Cagigne Wy

* 80% of responses have shown moderate to * Leveraging automation technologies is increasing across the board. Organizations
significant efficiency improvement as a result particularly deploy technologies to achieve process efficiency improvement. 45%
of automation initiatives. of surveyed member firms report moderate efficiency improvement through

automation, whilst 35% report significant improvement. Internal report automation

* RPA technology is used frequently in is @ main focus for low code automation over the next 2 years, with 43% of
transaction monitoring (27%) and CDD (22%). respondents planning to deploy such technologies to support reporting

* In particular, trade execution automation « Members report significantly lower deployment rates of Al. Internal reasons such
shows the highest gain through automation, as insufficient/unrealistic budget allocation and lack of talent and expertise are still
with a 75% efficiency improvement restricting greater deployment of Al

* Account Opening is the main focus for Al - At this time, Al is being used mainly in the form of PoC’s for wider deployment in
deployment over the next 2 years future if the technology can be deployed successfully.
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Account Opening and sultaniity checks are the two Intermal banking processes
mostirequently automated

Figure 8: Which of your internal banking processes are currently being automated through either Digital Processing Automation,
Robotic Process Automation (RPA) or Artificial Intelligence (Al) ?

1st Account Opening
Suitability Checks

Know Your Customer (‘KYC’)

4th Generation of Client Documents
5th Transaction Monitoring

14



[Tade execution automation Showing /o7 elficiency Improvement

Trade execution has been shown to offer the greatest efficiency improvement for productivity and data collection

Figure 9: For your internal processes that are being automated, how would you rate the efficiency
improvement in view of productivity and data collection?

Efficiency improvement for automated processes

Trade Execution

Statement Processing & Generation
Suitability Checks

Transaction Monitoring

Trade Verification and Processing
Customer Due Diligence

Account Opening

Client Periodic Risk Review

Trade Confirmation

Credit Assessment

Internal Report Automation
Generation of Client Documents
Client ID Verification

Credit Underwriting

Processing of Received Client Documents
KYC

Sales Management (e.g. pipeline origination, generation of portfolio ideas, sales..

Deposit Processing
Loan Processing
Sales/Client Data Analytics

Pricing )\

Customer Service (e.g. handling of client queries

Prospect Management (e.g. prospect origination, prospect matching)
Account Closure

Signature Verification

m Significant (>50%)

Please note sample size is very small

0% 10% 20% 30% 40% 50% 60% 70% 80% 90%
m Moderate (20-50%)

mMarginal (<20%)

100%

Automation has proven
to be beneficial in
improving the efficiency
of key internal
processes, with most
reported efficiency gains
due to automation
exceeding 50%.

Automation of customer
service (e.g. handling of
client queries) reported
to have the lowest
efficiency gains

15



niermal report automation IS the main focus for RPA TeChnology upiit over
(e next 2 years

Figure 10: For your internal banking processes that aren't automated using any RPA or Al technologies, do you plan to deploy them in the
next two years?

® Robotic Processing Automation ®

Client ID Verification Customer Due Diligence

KYC
38%
38%

_ Trade Verification and
Internal Report Automation Processing Trade Confirmation

&

&

mYes mNo = Undecided

S
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Account Upening IS the main Tocus Tor Al deployment over the next 2 years

Figure 11: For your internal banking processes that aren't automated using any RPA or Al technologies, do you plan to deploy them in the
next two years?

® Artificial Intelligence ®

Trade Verification Processing of Received Generation of
and Processing Client Documents Client Documents

Account Closure Loan Processing Deposit Processing

Account Opening

¢

mYes mNo = Undecided

e

e ®
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L00KNg [othe Future

Cagigne Wy

* Most banks are looking to expand the suite of » Whilst some processes like reporting and research will be increasingly digital, we
products available through online trading. still see a strong preference for face to face interaction in some circumstances. In
particular non financial advice and discussion will likely remain face to face for

* Increasing the use of data analytics is also a

key priority. 80% of respondents are planning SIS s

to expand the use of data for customer * Investment research and reporting are shown to the areas with the highest
analytics and cross sell opportunity reliance on digital channels. Yet, there is still a need for face to face
identification by 2023. communication within components of the client offering, with 39% of respondents

reporting that clients would still prefer for non financial advice to be conducted in

. 64% of li >21% of
64% of respondents believe %o person (vs 25% via digital channels).

interactions between advisor and client will

be performed via digital channels in 5 years » Certain digital channels that are increasingly popular in retail banking are less
likely to see traction in the PWM space, as noted with only 14% of respondents
planning to implement ‘chatbots’ and 6% of respondents are planning to offer
‘robo-advisory services’.

+ Virtual assets are generating a lot of client interest at the moment but most banks
are not prioritizing technology spend in this space at this pointin time.

kb E



burrent monie Solutions avalianie for Clents nowand in 2 years

With access to global research and portfolio statements and interactions being the most common mobile offerings currently, attention is to
be shifted towards structured product and alternative investment booking in the next two years.

Figure 12: Please indicate which client solutions are available now and which do you plan to offer in the next two years

Mobile - Available Now

Access to global research I O1%

Portfolio statements view and interaction
Electronic mailbox for client correspondence
Compliant communication through 3rd party

Equity Trading
FX Trading

Personalisation of the customer account

Educational material (videos, presentations,

Portfolio construction, rebalancing and
Deposits Booking

Fixed Income Trading

Proactive alerts in relation to market events
Financial goal advice planning

Account opening, digital KYC and suitability
Portfolio consolidation across other banks
Structured Products Booking

Alternative Investments Booking

I 52%
I 5%
.. I, 69%
I 65°%
I 54%
.. I, 50%
.. I  50°%
.. I,  40%
I 33%
I  30%
I 30%
I 20%
.. I  18%
I 7%
0%

0%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90%100%

m Mobile

Mobile - Planned in 2 Years

Structured Products Booking

Alternative Investments Booking

Portfolio consolidation across other banks
Account opening, digital KYC and suitability
Financial goal advice planning

Proactive alerts in relation to market events
Fixed Income Trading

Deposits Booking

Portfolio construction, rebalancing and
Educational material (videos, presentations, etc.)
Personalisation of the customer account (e.g.
FX Trading

Equity Trading

Compliant communication through 3rd party
Electronic mailbox for client correspondence
Portfolio statements view and interaction

Access to global research

I 100%
I 100%
I 83°%

.. I,  32%
I 30%
I 70%
I  70%
I 7%

.. I, 60%
I  50%

.. I  50°%

I 46%
I  35%

.. I 31%
I 25%
I 18%

9%

0% 20% 40% 60% 80% 100% 120%

m Mobile
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bUrrent onine solutions avaliable for clients now andin  years

With portfolio and statement viewing and wealth management insights being the most common digital offerings at currently, attention is to
be shifted towards structured product and alternative investment booking in the next two years.

Figure 13: Please indicate which client solutions are available now and which do you plan to offer in the next two years

Online - Available Now Online - Planned in 2 Years
Portfolio statements view and interaction I 90% Structured Products Booking I 1 00%
Access to global research I 85% Alternative Investments Booking I 100%
Electronic mailbox for client correspondence I 53% Portfolio consolidation across other banks I 56%
Equity Trading I 679 Financial goal advice planning I 30%
FX Trading I 67% Account opening, digital KYC and suitability. . K, /5%
Compliant communication through 3rd party. . HEEE 7% Proactive alerts in relation to market events I 7%
Personalisation of the customer account. . I 3% Fixed Income Trading I 0%
Educational material (videos, presentations,. . K N 56 Portfolio construction, rebalancing and. . I _____ 0%
Deposits Booking I 3% Deposits Booking HE . 57%
Fixed Income Trading I 40% Educational material (videos, presentations,.. N 44%
Portfolio construction, rebalancing and. . HEEE—————. 40% Personalisation of the customer account (e.g... I 35%

Proactive alerts in relation to market events IEEEEEG—_—— 33% Equity Trading I 33%
Account opening, digital KYC and suitability. . K 25% FX Trading I, 33%

Financial goal advice planning I 20% Compliant communication through 3rd party.. HEEEEE——— 33%

Portfolio consolidation across other banks IR 14% Electronic mailbox for client correspondence == 17%
Structured Products Booking = 0% Access to global research == 15%
Alternative Investments Booking = 0% Portfolio statements view and interaction mEE 10%
0% 10% 20% 30% 40% 50% 60% 70% 80% 90%100% 0% 20% 40% 60% 80% 100% 120%
mOnline mOnline
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peller use o data for customer analytics IS aiso pianned In the next 2 years

Big data analytics of customer preferences and cross sell opportunities expected to be deployed by 80% of respondents online by 2023, vs

only 20% today

Figure 14: Please indicate which internal solutions are available now and which do you plan to offer in the next two years

Available Now

Technology solutions to facilitate generating
advice for RMs (i.e. robo-advice)

Digital offering to facilitate client interactions(e.g.
data visualisation)

Streamlined applications and improved
infrastructure (e.g. workflow tools for client on-
boarding)

Automated compliance solutions (e.g. call
monitoring; analysis)

Automation of product due diligence/product
suitability

Big data analytics of customer preferences and
cross-sell opportunities

40%

40%
38%

33%
11%

20%
F1 — 27%
(o]
17%

0% 10% 20% 30% 40%  50%

m Online = Mobile

Planned in 2 Years

Big data analytics of customer preferences and cross-sell
opportunities

Automation of product due diligence/product suitability

Automated compliance solutions (e.g. call monitoring;
analysis)

Streamlined applications and improved infrastructure (e.g.
workflow tools for client on-boarding)

Digital offering to facilitate client interactions(e.g. data
visualisation)

Technology solutions to facilitate generating advice for
RMs (i.e. robo-advice)

83%
88%
80%
89%
63%
60%

0% 10%20% 30%40% 50% 60% 70% 80% 90%100%

m Online mMobile
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01-30 % 0f the nteraction etween RS and clents is expected o e
(rougn digiialchannels In the next o Vears

Figure 15: Compared with today, what proportion of current client engagement will take place through digital channels in 5 years?

% of client engagement via digital channels

45.00%

40.00%

35.00%

30.00%

25.00%

20.00%

15.00%

10.00%

5.00%

0.00%

The highest proportion of
respondents anticipate
21%-30% of client
engagement (face to face,
phone calls) will take place
through digital channels in
5 years, requiring robust

239 digital channels for client
18%

engagement.
14%
: I

0-5% 6-10% 11-20% 21-30% >30%

41%

Expected proportion of client engagement to take place through digital channels
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LIents stilprefer nonHinanclal acvice to be conducted In person

Figure 16: Preferred mode of delivery across the advisory process

Investment research and

Investment research reporting are shown to the
areas with the highest
Anti-money laundering transaction reporting 57% 28% 5% | 10% reliance on digita| channels,
whilst clients still prefer
pelElblRoltd Sl 0 9% o critical interactions such as

seeking of ‘non-financial

ezl S B 37 advice’ to be conducted in
person.
On-boarding 45% 12% 8% 36%

At the same time, clients are

Investment recommendations 37% 29% 14% 20% Showing a clear preference
for trading and onboarding

Portfolio review 32% 22% 13% 33% activities to be increasingly
digital.
Non-financial advice 25% 30% 6% 39%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

m Digital channels (mobile, web, tablet)  mTelephone  mVideo conference  mIn-person

Source: PWMA Client Survey for PWMA annual report; KPMG analysis

m L PWHA © 2021 KPMG, a Hong Kong partnership and a member firm of the KPMG global organization of independent member firms affiliated with KPMG International Limited, a private 23
Fome veath
Vo sarsent

English company limited by guarantee. All rights reserved. Printed in Hong Kong, China



nvestment priority for Grypto-products trading, chatbots and rone:
A0VISOTY SEIVICES IS low

The survey findings show that

Figure 17: Do you plan to provide the below digital offerings in the 2 years' time? ) -
s Sl i s . J investment priority for crypto-

Yes No Undecided products trading is low, in line
with the current client appetite
Chatbots Online Version 14% 29% 57% for Crypto_products trading
being relatively low.
Mobile Version 14% 29% 57%
However, the PWMA 2021
Robo-Advisory Services Online Version 6% 38% 56% annual survey shows that client
interest in crypto trading is
Mobile Version 0% 40% 60% likely to increase in the future,
and therefore this could
Crypto-Products Trading Online Version 6% 47% 47% Change in the next few years.
23% of clients reported that
Mobile Version 6% 47% 47% they would want >6% of their

portfolio to be invested in
virtual assets



The Role for Third Parties
Chgns

* Generally members are using a combination » Longer lead times and knowledge gaps are key challenges for in-house
of in house and third party vendors to achieve development. Detailing end user requirements thoroughly often causes issues for
their technology objectives. in-house development, as there is not sufficient dedicated resource time and

energy given by end users, due to BAU commitments.
* In-house is shown to be development

preferred for viewing of Portfolio and « Similarly, it is challenging for organizations to hire all the digital talent that they
Statements, whilst vendors are preferred for need to make in-house solutions.

development of Communication via 3rd Party

Channels » Vendor or Fintech solutions are often based on a principle of limited customization

and at times this lack of flexibility causes challenges for institutions. Further many
solutions are cloud based or need to be cleared from a data security perspective
which can also be challenging.

m ﬁ =y =



N-NOUSE development preferred for viewing of Portiolio and statements, Whilst
vendors are preferred 1or development of Lommunication via ord Party thannels

Figure 18: What are the initial development strategies being used for each of your existing digital offerings (select all that apply)?

Ranking In house development Ranking Vendors

Top 5 digital
offerings that
most
commonly
use in-house
development

g

1

Viewing of Portfolio and Statements

1

—_—

Communication via 3rd Party Channels (e.g.

2 Research Portal Whatsapp, Wechat)

3 Securities Trading 2 Research Portal

4 Banking Services (Deposit & Loan Booking, 3 Viewing of Portfolio and Statements
Personal Information Changes) 4 Securities Trading

5 Payment Services 5 Portfolio and Data Consolidation across Banks __

6 Market/Event Alerts 6 FX Trading

7 FX Trading 7 Market/Event Alerts

8 Account Opening 8 Account Opening

9 Communication via 3rd Party Channels (e.g. 9 Banking Services (Deposit & Loan Booking,
Whatsapp, Wechat) Personal Information Changes)

10 Crypto-Products Trading 10 Payment Services

11 Robo-Advisory Services 11 Chatbots

12 Chatbots 12 Crypto-Products Trading

13 Portfolio and Data Consolidation across Banks 13 Robo-Advisory Services

Some results show in both tables due to

small number of responses

Top 5 digital
offerings
that most
commonly
use vendors
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nvestment Priontes

Cagigne Wy

Member institutions are expecting to
significantly increase investment in digital
transformation for both 2021 and 2022

Improvement of the IT infrastructure’ is at the
top of internal strategic budget allocation

‘Front office trading platforms’ and ‘KYC
solutions’ see the biggest digital investment
increase this year

Digital experience design is highest on the
digital capability build list for 2022

Finding the right resources to support digital
projects is the biggest hurdle for member
institutions at the moment

Foente weath
st pgerent

« Strong investment increase for digital transformation is expected for 2021 and

2022. 58% of respondents anticipate up to 25% investment increase in 2022.

Member institutions are prioritizing the following key investment areas — (1)
Improvement of the IT infrastructure, (2) Review of existing applications to identify
enhancement opportunities and (3) additional hiring of Technology and Innovation
experts

Further institutions are looking to improve their use of data, in particular customer
data with planned investment in — (1)'Analytics of customer preferences and(2)
Using data to identify cross-sell opportunities.

Regulatory solutions are also being prioritized by banks, in line with a broader
industry theme around Regtech adoptions

Further, Client and Employee Experience are the main business case drivers for
digital investment

27



Resource alocation deemed the most challenging nurdle N managing an
organization's digital transformation Strategies

Figure 19: Based on your experience in managing your organization's digital transformation Surveyed member firms note
strategies, how would you rank the below common hurdles (from 1 - most to 10 - least challenging) that the top three hurdles for

managing organizations' digital
Resource allocation i.e. people, manhours [ IINIIINIGGGGGGGG transformation strategies are
‘resource allocation (i.e. people,
manhours)’, ‘prioritization on
business asks’ and ‘budgeting
and cost constraints’

Prioritization on business asks | IIIIIINNDD

Budgeting and cost constraints
Benefit realization on ditigal initiatives

Rigid infrastructure
Conversely, we see

]

|

|

organizational resistance to

Risk management on transformation projects [ INNININGIGIGIGTGTGNGNGEEGEGEEEEEGEEEEEEEEEEEEEEEEES Change as the least Challenging
|
|
|

Data security and cyber threats

hurdle, suggesting a
manageable tolerance for digital
transformation amongst
employees

In-house development on talent and expertise
Setting the right vision on digitization

Organizational resistance to change

From PWMA Report



Jgital experience designnignest on the digital capaniity buld st

Figure 20: In terms of digital investment, please rank your priorities for digital capability build

(from 1- highest to 8 - lowest)

Increase focus on digital experience design for clients and RMs

Ability to allow interactions/ transactions across digital and RM
channels in a seamless manner

Enhanced connectivity of front office and back office with digital
connectors

Better customer knowledge, research and segmentation

Investment in advanced data and analytics

Building the underlying technology architecture to support digital
e.g. cloud enablement

More use of partners, alliances to develop digital platforms e.g.
FinTechs

Investment in training and digital capabilities across the
organisation

Foente weath
st pgerent

The highest focus/priority area
noted as an ‘increase focus on
digital experience design for
clients and RMs’. The
increased reliance on digital
channels during COVID-19
has highlighted the
importance of ensuring digital
experience is optimal for
clients in order to provide a
positive client experience.

Lowest priority is noted as
‘investment in training and
digital capabilities across the
organization’.
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FIonC UMfice Trading platforms and KYG Solutions see the biggest digital

nvestment increase tis year

‘Front office trading platforms’ and ‘KYC solutions’ see the biggest digital investment increase this year

Figure 21: As compared to 2020, which area of digital transformation has your organization increased its investment in this year?

Front office - Trading Platform

Front office - KYC Solutions

Middle office - Compliance Solutions

Middle office - Process Automation Solutions

Back office - Cyber Security

Back office - Fraud Monitoring

Middle office - Research and Data Analytics

Front office - Account Management and Payment Initiations

Front office - Customer Targeting/ Customer Analytics

Middle office - Identification/ Authentication

Front office - Investment Portals and Advisory (e.g. Robo-Advisor)
Back office - People/ Performance Management

Front office - Customer Engagement (e.g. Virtual Assistant and Chatbots)

Front office - Credit Scoring and Risk Management

Note: Small sample size (<10 responses)

ke

I 14 %
I 12%
I 1 1%
I 10%
I 9%
I 6%
I 6%
I 6%
I 6%

I 5%

I 5%

I 4%

I 4%

I 2%

0% 2% 4% 6% 8% 10% 12% 14% 16%
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Strong investment increase for digital transformation anticipated for 2021 and 2022

Figure 22: As compared to 2020, how much do you see an increase in investment in the area of digital transformation this year?
Do you foresee an increase on the same in 20227

70%

60% 58%

50%
44%

40%
33%
30%
21%
20%
10%
0%

16%

3 .

11%

_ =
]

No change Up between 0-25% Up between 25-50% Up >50%

YoY change in investment
m 2021 m 2022
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mprovement of the 11 Infrastructure 1S 1op of the Intermnal Stratedic budget

dlocation

Figure 23: How would you strategically allocate your digital transformation budget in the next 2 years on the below internal focuses to

ensure success?

Digital
transformation
initiatives with __
highest budget

allocation (top 5)

Ranking

Digital transformation initiatives

Average percentage of
digital transformation
budget allocated

KPMG ﬁ e

1 Improvement on IT infrastructure 299,
2 Review of existing applications to identify enhancement opportunities 12%
3 Additional hiring of Technology and Innovation Experts 1%
4 Roll-out of Agile or other new methodology for digital transformation projects 10%
5 Organizational restructuring to better align with transformation strategy and culture 10%
6 Launches of innovation programmes and initiatives 8%
7 More training to increase internal awareness and usage of digital offerings 7%
8 More training/communication to promote digital offerings to clients 79
9 Review of existing applications to identify exiting strategies 6%
10 Others (please specify) 6%
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dlocation

egUiatory area WIth Nignest budget

Figure 24: Please select the top 5 regulatory areas that you are currently spending the most resources and budgets on

(select all that apply)

Sales practices and suitability, including complex products
Know your customers (KYC) and anti-money laundering (AML)
Disclosures to clients

Product due diligence

Regulatory reporting

Surveillance

Cyber and IT security

Tax transparency and reporting obligations (e.g. CRS)

Pricing

Governance and accountability

Best execution

Conduct

Capital and liquidity management

Extra territorial regulations (MiFID Il, Dodd Frank, Fiduciary rules, etc.)

Other (please specify)

0% 10%

20% 30% 40% 50% 60% 70% 80% 90% 100%
I 91%
I 85 %
I 48%
I 48%
I 45%
I 45%

I 33%

I 21%

I 21%

I 2 1%

N 9%

N 9%

M 3%

W 3%

0 From PWMA Report
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Llent and Employee Experience are the man business Case dnvers for

doial nvestment

Figure 25: What do you expect the business impact of your digital transformation investment to be by the end of 20227

Higher Business Agility and Adaptability 17% 50% 22%
Data Mastery for Better Business Insights 21% 53% 11%

Employee Engagement 16% 47% 16% 1%

Customer Satisfaction RV 52% 19% 5%

Product/Service Quality IOV 40% 25% 10%
Revenue 16% 63% 21%
Cost Efficiency 11% 63% 21%

0% 20% 40% 60% 80% 100%
m No growth expected in this area m Between 0-25% m Between 26 - 50% m Between 51 - 75% Above 75%

Foente weath
st pgerent
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* Resource allocation and availability » There are still challenges and setbacks to be addressed, 20% of surveyed
contributes to major pullback on digital member firms vote ‘budgeting and cost constraints’ and ‘resource allocation’ as
offerings the most challenging hurdle in managing organization’s digital transformation

strategies.

+ Budgeting and cost constraints also
represent a major hurdle for organizations in » A further challenge is keep up with client expectations. Clients are clearly
achieving all their digital ambitions expecting a wider range of products to be offered online and are similarly

expecting a better all-round experience. Widening the suite of available digital

* Resistance to change is generally not seen as offerings is a key opportunity for client experience improvement
a hurdle which shows industry readiness to
embrace digital transformation » As seen earlier, banks also grapple with the best development strategy - when to

stick with in house development vs the use of vendor solutions.
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pUCget constraints and gaps In end user requirements are the most
[IequUent causes of Client expectation chalenges

Figure 26: For your digital offerings that are not meeting client expectations, what are the internal reasons within your organization
leading to such outcomes?

Ranking Internal reasons for digital offerings not meeting client expectations Percentage
1 Insufficient/Unrealistic Budget Allocation on Projects 25%
2 Gaps on End User Requirements 17%

Top 5 reasons
for digital 3 Lack of Talentand Expertise on Digital Projects 14%

offerings not __

meeting client

expectations 4 Delivery Gaps from Vendors 11%
5 Misalignment on Digital Strategy and Vision 8%

\ 6 Lack of Promotion to Clients 8%

7 Others (please specify) 8%

8 Quality Issues on Project Management and Implementation Framework 6%

9 Flaws in Technical Design 3%

10 Unrealistic Project Timelines 0%

KPMG ﬁ i



Widening the SUIte o avaliadie OITerngs IS @ ey opportunity for client

EXPENeNCe Improvement

Limited scope of online services most frequent reason for client expectations not being met

Figure 27: For your digital offerings that are not meeting client
expectations, what client feedback has been given to your
organization?

Others (please specify)

Poor Design on User 3%
Interface

6%
Unsatisfactory User
Experience Overall
16%
Limited Customization
of Service
10%
Frequent System Errors
3%

Concern on Data
Security Slow Speed of Service
10% 7%

Limited Scope of Online
Services
45%

WMA
e

Top 3 Client Feedback Points

Limited scope of online services (45%)

Unsatisfactory user experience overall
(16%)

Concern on data security (10%)
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A0S 0f USer requirements and hudget alocation are the mast frequent
challenge In the automation of banking processes

Figure 28: For your automation of internal banking processes without satisfactory results on efficiency improvement, what are the general
reasons of failure observed within your organization?

c Gaps in user requirements (22%)

Insufficient/unrealistic budget allocation

for projects (16%)

a Flaws in system and workflow design (11%)
0 Delivery gaps from vendors (9%)




CXTErnal Solutions can present chalendes INTerms of customization and

SECUNLY Serup

Solutions not being easily customizable and higher cost on implementation present biggest challenge for working with vendors/fintech

partners

Figure 29: For your digital offerings delivered to both clients and
internal users by in-house solutions, what are the challenges observed
in general?

Longer project timeline on development (19%)

Knowledge gaps from in-house IT on latest
technologies in the market (15%)

Lower flexibility of customization on functions built
(13%)

Usually interim but not full solutions are delivered
(13%)

Figure 30: For your digital offerings delivered to both clients and
internal users by vendors/fintech partners, what are the challenges
when dealing with them?

Solutions are not easily customizable (15%)

Higher Cost on Implementation (13%)

Higher Risk on Data Security (13%)

Additional Approvals Required from Regulators or
Internal Committees (11%)



KBY [akeaways

Strong digital transformation investment increase is expected for 2021 and 2022, with 58% of
surveyed member firms anticipate up to 25% investment increase for digital transformation for 2021 and
2022.

There has been a decline in the number of clients that believe their advisors digital offering is
exceeding their expectations (55% in 2020 vs 44% in 2021).

Limited scope of online services is the most frequent cause of customer expectations not being met
Onboarding and Trading are top digital priorities for clients

Gaps in user requirements and budget allocation are the most frequent challenges for digital
transformation projects

Budget and resources allocation are deemed the most challenging hurdle to overcome in
managing organization’s digital transformation strategies

Digital experience design ranked highest priority on the digital capability build list for 2022 by members
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