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Foreword

As the provider of bLink, the leading open banking platform
in Switzerland, SIX operates a reliable infrastructure that
enables seamless connectivity and collaboration between
banks and fintechs. We have a proven track record in en-
abling Open Banking use cases. With this white paper, we
wish to look ahead and better understand the next phase
of innovation in this dynamic space.

This white paper reflects our commitment to staying at
the forefront of industry trends and understanding the
impact of emerging technologies, regulatory changes and
evolving business models. It provides valuable insights
into the transformative power of banking-as-a-service and
embedded finance.

Our intention with this white paper is to initiate a mean-
ingful conversation with our customers and partners as we
explore together the potential and opportunities beyond
open banking. We aim to develop a clear path forward and
leverage the insights from these business models to create
value for our stakeholders, end customers, and the Swiss
Financial Center.

We sincerely thank the author and contributors who gener-
ously shared their expertise and perspectives to create this
white paper. We invite readers to join us on this exciting
journey as we navigate the question of how these evolving
business models will shape our market. We firmly believe
that it is only by working together that we will be able to
fully realize the true potential of embedded finance and
banking-as-a-service and revolutionize the way financial
services are delivered and experienced.

Join us as we pave the way for a future of innovation and
transformation in the financial industry.

Sven Siat

Co-Head Connectivity & Data & Product Lead bLink,
SIX






1 Executive Summary

Digitalization has fundamentally changed the way financial services oper-
ate today. For example, e-banking and m-banking have become the new
norm, most banks have launched mobile apps, back-office banking pro-
cesses have moved from paper to the cloud, and emerging neobanks in
Europe and super apps in Asia have captured significant market share.

And while the digital transformation in finance is still a
work in progress - for example, penetration in some sec-
tors, such as SMEs, still lags significantly - digitalization
across the financial industry is accelerating rapidly. The
next phase is already here, with three major developments
actively under way:

- First, over the past decade, we have seen a major trans-
formation in financial infrastructure. Two fundamental
drivers that have fueled this change are: (1) API connec-
tivity and (2) better use of data, which have enabled a
wide range of new data-driven applications, innovative
business models and the rise of multi-party platforms.
Most of these products and services would not have been
possible to build without modern API technology that
enables connectivity between banks and third parties.
These processes are ongoing and will continue to shape
the financial industry in the future.

- Second, building on the above changes and catalyzed
by regulatory (e.g., PSD2 and similar regulations) and
industry forces (e.g., disruption by fintechs), the formerly
closed and integrated banking value chain is being trans-
formed into components that can be sourced separately
and combined with other financial and non-financial ser-
vices. Selected banks have embraced the opportunities
of a potentially new (financial) ecosystem. For example,
some traditional financial institutions are willing to re-
think their existing business models by offering their
core capabilities to non-bank players. Similarly, some es-
tablished tech companies, as well as emerging startups,
have also recognized the potential and are starting to
enter the financial space with brand new and legacy-free
offerings, collaborating and sometimes competing with
financial institutions.

- Finally, the line between financial and non-financial ser-
vices is becoming blurred. Financial products and ser-
vices can now be offered by non-financial brands and
other third parties without their own banking license or

financial infrastructure and seamlessly integrated into
any software. As a result, the end client experiences a
financial solution as part of the product they are using,
sometimes without even realizing they are interacting
with a financial institution in the background. However,
the regulatory responsibility remains with the financial
institutions. This new setup presents both new opportu-
nities and challenges for financial institutions, as it opens
up new client channels, but also introduces new risks in
terms of compliance, data security, etc.

In a very simplified manner, we will try to describe the
three major developments mentioned above, namely
open banking, Banking-as-a-Service (BaaS) and embed-
ded finance. Much has been researched and reported on
each of these, but sometimes, especially in the general
press and in non-specialist circles, these terms are used
interchangeably, often confused due to technical jargon
or lack of clarity.

The purpose of this position paper is therefore to clarify
these widely discussed terms, to define and explain their
differences and similarities and to explain how they are
interrelated. To better illustrate these trends, we present
selected case studies that showcase a number of compa-
nies that have already built innovative business models
around these trends. Most importantly, we attempt to ex-
plain the changes the banking industry is facing and draw
lessons for the Swiss financial center to supportits future
competitiveness.
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2 Definitions and Concepts

In this chapter, we will define all three concepts: open
banking, Banking-as-a-Service and embedded finance, the
driving forces behind them and explain the key benefits
for clients.

2.1 Evolution of Banking Value Chain

Figure 1: Traditional banking value chain vs. Baa$S value chain
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To understand the extent of the changes taking place in the
banking industry, let us first look at the banking value chain.
In the past, the banking value chain was fully integrated
and closed to external parties. This means that banks de-
veloped their own software (or purchased it from vendors),
did not share data and only rarely collaborated with third
parties on banking-related initiatives. Client acquisition and
the distribution of banking services were mainly driven by
the bank itself.

The evolution that we are currently witnessing is fundamen-
tally challenging this legacy setup. In the near future, the
banking value chain will be transformed into a more open
ecosystem where banks collaborate with third parties and
distribute their services through new channels using inno-
vative technologies. The end result will ultimately benefit
end clients, as they will receive services with greater flexi-
bility and potentially lower costs. This applies to corporate

clients (who can benefit from efficiencies such as the in-
tegration of multiple bank accounts into their accounting
systems), private clients (who can benefit from attractive
offers enabled by embedded finance such as buy now, pay
later) and wealth clients (who can benefit from innovative
fintech wealth services while keeping the custody of their
assets with their trusted bank). Banks that adapt will gain
reach and new revenue streams, while third parties will
gain access to previously closed banking services that
they can integrate into new offerings. On the other hand,
the new banking value chain will be much more complex,
both in terms of technology and counterparty interdepen-
dencies. As regulated entities, banks will need to ensure
regulatory compliance and client data security, which will
require new investments. As a result, state-of-the-art IT
infrastructure, efficient banking processes and synergies
within the value chain will continue to be indispensable
in the future.



2.2 Open Banking

Figure 2: bLink as central open banking platform for Switzerland

SERVICE PROVIDER
(DATA PROVIDER)

bLink PLATFORM

FI - Financial Institution, e.g. bank
TPP - Third-Party Provider, e.g. Fintech

Source: SIX

What is open banking?

Open banking is a practice that provides third-party service
users with open access to client banking, transaction and
other financial data from banks and non-bank financial in-
stitutions through the use of technology called application
programming interfaces (APIs). APIs are standardized sets
of instructions that link two pieces of software together to
facilitate the exchange of messages or data.

In open banking, this technology acts as a gateway be-
tween companies, customers and banks. The banks and
third parties establish the connection, but the consumer
always decides what data to share and with whom. This
newly established connectivity between different parties
can act as a catalyst for innovation, with the potential to
deliver better solutions to clients and reshape the banking
industry, as we will demonstrate in the next chapter.’ The

1 Adapted from Investopedia’s open banking definition
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complexity of this new setup is also increasing, making
sound risk management, IT security and reliable compli-
ance processes even more critical. New players, such as
fintechs, need to meet the high standards of the banking
industry and banks need to adapt to new risks as well.

Open banking is the first step in creating connectivity
between banks and third parties. The concept naturally
follows a path from banking to a wider range of financial
services - towards open finance. Ultimately, this connectiv-
ity does not need to be limited to the financial sector and
can go beyond it - towards open data between different
industries.

What are the driving forces behind open banking?
In the EU, open banking has been clearly driven by regu-
lation, which requires banks to open up their data to third


https://www.investopedia.com/terms/o/open-banking.asp

Open banking is de-
mocratizing financial
services by placing con-
sumers at the centre

of where and how their
data is used to provide
the services they need.”

- Jim Wadsworth
Senior Vice President for Open Banking, Mastercard?

2 See Mastercard Open Banking Report
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parties (namely the EU’'s PSD2 directive which was intro-
duced in 2018). In Switzerland, the approach has so far
been industry-led: participation remains voluntary for the
time being, although the regulator is determined to sup-
port the success of open banking through future interven-
tion if necessary.? SIX has created the API-based platform
bLink in 2020 to drive open banking in Switzerland and
aims to further facilitate collaboration between banks and
third parties by providing a central, secure and reliable
legal and technological framework.

What are the key benefits of open banking?

By enabling the sharing of customer data, open banking is
creating a new era of flexibility and choice for consumers,
butitis also increasing competition between providers. In
the past, banking data was proprietary to each bank and
rarely shared outside the bank or enhanced by the bank
itself. Open banking now provides standardized data in
automated processes and enables third parties to use this
data to create new and attractive services for clients. One
example is a multi-banking product that aggregates users’
bank accounts through a single interface and allows users
to acton this aggregated data through this single interface.

Banks can also benefit from open banking by changing
their approach from being locked into customer data
(which are often not used to their full potential) to being
open to innovation through collaboration. For example, on
the corporate side, a bank that already shares the account
data of a corporate client with a corporate reporting firm
could also draw digitalized financial statements from the
same firm to offer liquidity management solutions to the
joint corporate client (in which case the bank becomes a
user of the open banking data). On the retail side, in anoth-
er example, a bank could create asset-backed or collateral
solutions that link third pillar assets from another financial
institution.

3 See www.sif.admin.ch/sif/en/home/documentation/press-releases/medienmitteilungen.msg-id-92275.html
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2.3 Banking-as-a-Service

Banking-as-a-Service
is a clear opportunity
for financial institu-
tions to capture new
revenue growth at

a low cost.”

- Oliver Wyman Report, 20214

4 Aquote from Oliver Wyman'’s article: The Rise of Banking As A Service

5 Adapted from Goldman Sachs’ article: The Embedded Finance Journey
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What is Banking-as-a-Service (BaaS)?

In simplified terms, if open banking provides access to data,
then Baa$ provides access to functionality. BaaS represents
a suite of financial services that can be integrated and de-
livered as a service to customers. There are three to four
critical parties in the BaaS ecosystem®:

- The BaaS provider (e.g., a bank such as Solarisbank) is
a regulated entity that operates the financial services
and makes them available to third parties via APIs. BaaS
providers are banks themselves.

- The BaaS partner (optional) (e.g., a fintech platform
such as Stripe) is a client of the BaaS provider and acts as
a distributor that integrates the financial services into its
own platform. BaaS partners are often fintech companies
that have the required technology but lack the regulatory
licenses of a bank. A BaaS partner is an optional party, as
this function can also be performed by a BaaS provider
itself if it has the required technology at its disposal.

- The BaaS user (e.g., a non-financial company such as
Samsung) is a brand that uses the BaaS partner to in-
tegrate the financial services into its core product. The
brand's end clients may or may not be aware that they
are using a financial service as a Baa$S product. Both the
BaaS User (direct relationship with the end client) and the
Baa$ Provider (regulatory requirement for the banking
relationship) have access to the end-client data.

- The End client of the BaaS user (e.g., a Samsung cus-
tomer) is the ultimate end client who that consumes
the BaaS user’s core services (e.g., a mobile phone with
pre-installed Samsung Pay) and can now take advantage
of the financial services enabled by BaaS without leaving
the BaaS user interface.

This integration of financial services enables any eligible
company, from a fintech startup to an established platform,
to embed the financial services traditionally offered by a
bank - such as bank accounts, debit and credit cards, and
loans - directly into an existing software product. End cli-
ents can hold funds, pay bills, manage cash flow and access
financing directly via the non-banking platform they have
first come to know and trust for other services.®

A non-financial company can thus distribute financial prod-
ucts under its own brand, so that the customer has the

6  Stripe's BaaS product guide: Introduction to Banking-as-a-Service for software platforms


https://www.oliverwyman.com/our-expertise/insights/2021/mar/the-rise-of-banking-as-a-service.html#:~:text=BaaS%20is%20a%20clear%20opportunity,new%20markets%20and%20then%20expanding.
https://www.goldmansachs.com/what-we-do/transaction-banking/insights/baas.pdf
https://stripe.com/en-gb-ch/guides/introduction-to-banking-as-a-service

seamless experience of buying a product from that brand,
but the financial productis actually provided by a financial
institution in the background.” As a result, the end-client re-
lationship becomes twofold: on the one hand, directly with
the BaaS user (which governs commercial issues such as
end-client pricing) and on the other, with the BaaS provid-
er's financial institution in the background (which governs
regulatory aspects such as bank account management).
In difficult situations, such as during a financial crisis, the
soundness of the BaaS provider is of critical importance,
as this is where the client’s assets are ultimately held. For
this reason, end clients might wish to carefully review the
terms and conditions of their embedded financial service
and be aware of who their BaaS provider is.

What are the driving forces behind the rise of BaaS?
The efficient delivery of banking services through digital
channels to non-bank third parties would not be possible
without the appropriate technology and the acceptance
of a new regulatory framework. We can therefore identify
technological innovation and a favorable regulatory envi-
ronment as two key enabling factors that together have
contributed to the rise of BaaS.

On the technology side, the shift began with software pro-
viders moving to Software-as-a-Service (SaaS). This was
made possible by the availability of broadband Internet
with higher network performance, coupled with the devel-
opment of modern API technology and the proliferation of
cloud computing. SaaS enabled the creation of new busi-
ness models and changed the way in which IT solutions
are developed and marketed. Companies were able to
focus their resources on their comparative advantages
while consuming best-in-class building blocks from other
providers in the form of SaaS (for example, Uber was able
to source map data and route calculations from Google via
API and focus on building its ride processing engine and
booking user interface). The same “Lego brick” approach is
now being used in Baas, but instead of pieces of software,
BaaS provides access to entire parts of the banking services
value chain.®

On the regulatory side, the 2008 financial crisis prompted
governments to level the playing field and create an arena
for new innovative companies to participate in the financial
services industry. Open banking regulations, such as the
EU's PSD2 directive, mandated the opening up of access to
banking data. A fintech could now build its own interfaces
and solutions while sourcing data from different banks.

7  Oliver Wyman: The Rise of Banking As A Service
8 Goldman Sachs's article: The Embedded Finance Journey

9
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However, with Baa$S, even a company without such fintech
capabilities can now offer financial services to its clients,
significantly lowering the barriers to entry for providing
banking services to end clients. Importantly, with Baas, the
know-your-customer (KYC) and banking fiduciary obliga-
tions remain with the BaaS provider - thus the regulated
entity is the same as if the BaaS provider offered banking
services directly. It would be inconsistent for regulators to,
on the one hand, mandate the opening of banking inter-
faces while prohibiting banks from providing BaaS services.

With the technology available and a favorable regulatory
environment granted, new business models emerged. New
players were given the opportunity to offer financial ser-
vices via BaaS without having to build their own financial
infrastructure and obtain a banking license, both of which
are costly and complex to implement and maintain.

What are the key benefits of BaaS? Why are fintechs
and banks attracted to it?

As Baas providers, banks can benefit in two main ways.
First, they create new revenue sources by directly mone-
tizing their platform and services as a BaaS provider. At the
same time, they also benefit from increased reach through
new distribution channels of their BaaS user partners (tra-
ditional customer acquisition is rather expensive for banks).
This expansion can also include new segments and geog-
raphies if the Baa$S provider is licensed accordingly. This
creates a win-win situation for the participating banks.

Fintechs or other BaaS partners gain access to banking
functionality without having to develop or operate it
themselves. The total cost of ownership of the systems
and processes required for banking products would be
prohibitively expensive for these companies if they had to
develop them in-house. Baa$ solves this problem for them.
In addition, the BaaS provider handles the compliance
issues associated with a banking license while the fintech
company can focus on managing the front-end software
layer, customer acquisition and servicing. The value that
Baas providers offer their clients in the area of compliance
cannot be underestimated - if managed on their own, Baa$S
users would have to maintain an entire compliance infra-
structure, be subject to regulatory scrutiny, a recurring
licensing process and bear the financial and other risks of
potential breaches.

As a result, BaaS is expanding rapidly - in the U.S., there
are already more than 90 banks acting as BaaS providers.®

al6z articles: Partner Bank Compliance and the Impact on Fintech / The Partner Bank Boom | Future


https://www.oliverwyman.com/our-expertise/insights/2021/mar/the-rise-of-banking-as-a-service.html#:~:text=BaaS%20is%20a%20clear%20opportunity,new%20markets%20and%20then%20expanding.
https://www.goldmansachs.com/what-we-do/transaction-banking/insights/baas.pdf
https://a16z.com/2022/10/31/partner-bank-compliance-and-the-impact-on-fintech-october-2022-fintech-newsletter/

They enable banking services for many prominent BaaS
users such as Uber, Shopify, Google Pay, etc. In Switzer-
land, BaaS has not yet been embraced by banks, with the
notable exception of Hypothekarbank Lenzburg. As we
will demonstrate in the following case study, this bank has
seized the opportunity and entered the space by offering a
fully developed Baas suite. For example, it powers the rap-
idly growing Swiss neobank, neon, and an investment app
called Findependent. Although it started out as a smaller
regional bank, thanks to BaaS, Hypothekarbank Lenzburg
has managed to acquire many new clients outside of its
traditional reach (e.g., from other regions and different
demographics, such as millennials) through its BaaS users.

2.4 Embedded Finance

Figure 3: Simplified illustration of BaaS and embedded finance
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What is embedded finance?

Embedded finance is a term used to describe the offering
of financial services to customers by a non-financial service
provider - for example, bank accounts, lending, buy now,
pay later, insurance, investments, payment processing,
and more. While BaaS can be viewed as the “how” - the
infrastructure that enables a company to offer financial
services without having own financial technology or reg-
ulatory licenses - embedded finance is the “what” - the
financial offering that brands can use in addition to their
core products.

As shown in the figure above, there is an intersection
between BaaS and embedded finance. We can distinguish
between use cases where Baa$S users act as banks them-
selves (e.g., neobanks) and other use cases where Baa$S
features are not required (e.g., e-commerce payment
processing as provided by Stripe’s payments business
without using Baas). For banks, the most relevant area of
embedded finance is at this intersection with Baa$S - for
example, for embedded bank accounts, loans, etc. (e.qg.,
a use case where Uber offers debit accounts and loans
to drivers).


https://www.neon-free.ch/en/
https://findependent.ch/en/

Any company that
wants to invest in user
loyalty and user expe-
rience should focus on
financial services inte-
gration.”

- Roland Folz
CEO Solarishank™®
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Embedded finance is designed to streamline the end-client
experience by making it easier for them to access a range of
financial services they need when they need them. Without
having to leave an app or a service, the customer can take
advantage of embedded financial features, sometimes
without even realizing that they are also indirectly inter-
acting with a financial institution. As mentioned above, the
relationship between the end client and the BaaS provider's
financial institution becomes indirect but is still of great
importance due to regulatory and liability reasons (e.g.,
deposit security).

What are the driving forces behind embedded finance?
Although some financial services have already been sold
to customers by third parties for years through white-label
solutions and strategic partnerships with banks (e.g., air-
lines selling insurance, card dealers selling loans, retailers
selling credit cards, etc.), it has now become possible for
virtually any company to do so. This trend, which we refer
to as “embedded finance”, has a number of characteristics
that distinguish it from the old way of “embedding” finan-
cial services.

- Firstly, on the demand side, changing consumer behav-
iors and preferences have fueled the growth of digita-
lization and e-commerce. Customers are increasingly
moving online for convenience and superior experiences,
and the pandemic has only accelerated this trend. Brands
are incentivizing customers by offering a smooth cus-
tomer journey and multiple payment options in order
to achieve higher sales conversion (e.g., Klarna's pitch to
merchants is the increase in both sales and order value
thanks to the integrated installment option)." At the
same time, the rise of tech companies with their slick
user interfaces has accustomed us to the availability of
world-class digital products and services. However, in the
traditional banking world, the customer experience still
largely lags behind consumer expectations.

- Until a few years ago, integrating third-party financial
services required significant investments in resources,
time, and technology development. Today, modern API
technology facilitates the connectivity between different
pieces of software in an easy plug-and-play fashion. This
has dramatically lowered the barriers to entry, and open
banking can be seen as a precursor to this trend.

- Thirdly, building on API technology, BaaS has emerged
on the supply side to bring comprehensive financial ser-
vices to the customer journey and offer new business

10 BBVA article: What Is Embedded Finance & How Is It Revolutionizing Financial Services

11 For more details, please see www.klarna.com


https://www.bbva.com/en/what-is-embedded-finance-and-how-is-it-revolutionizing-financial-services/
https://www.klarna.com/

models for banks and other BaaS partners. This is creat-
ing a new market for accessible B2B (business-to-busi-
ness) financial infrastructure. Fintechs or other BaaS us-
ers can now access these services to provide embedded
finance solutions to their end clients.

What are the key benefits of embedded finance?

Why are brands attracted to it?

End clients (as clients of non-financial companies):
The key selling point of embedded finance for the end
clients is convenience. For instance, in the case of e-com-
merce, customers have a frictionless, faster and easier
shopping experience when banking transactions are avail-
able when and where they need them. As another example,
whereas in the past consumers had to go to a physical
bank branch to apply for a loan in order to make a large
purchase, with embedded finance they can make a pur-
chase and obtain aloan all in one place, i.e., at the point of
sale (see, for example, Amazon's point-of-sale lending or
Klarna's buy now, pay later solutions?).

Brands (as embedded finance users): Now let's look at
how embedded finance helps brands boost their top line
by encouraging customers to use more of their product, or
to have them use it for alonger period of time. Consider
a modern SaaS company that has a solid product and is
outperforming existing competitors. The company needs
to continue to grow and expand. In addition to investing
more in the development of its original product, the next
opportunity, which is rather novel, is to add financial ser-
vices to its offering.'

Companies that embed financial services such as payment

processing, accounts, branded credit or debit cards, loans

and more, create a convenient one-stop shop for consum-
erswith an uninterrupted customer journey. Consumers no

longer have to go elsewhere for financial services and they

are tied to the brand. This in turn strengthens brand loyalty,
drives incremental sales and increases the likelihood that

brands will be able to reduce their customer churn rate.

By adding financial services, non-financial companies can
create entirely new revenue streams. For example, Stripe
estimates that SaaS companies can increase their revenue
by two to five times with embedded finance (due to high
margins from reselling financial products and opening
up new addressable markets)."* Embedded finance can

12
13

Forbes article: Embedded Finance: What It Is And How To Get It Right

Stripe guide: Introduction to Banking-as-a-Service
15
16

Future a16z article: Fintech Scales Vertical SaaS

For further details, please see: www.kasparund.ch
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also increase customer satisfaction, as consumers will no
longer have to deal with the lengthy and cumbersome
experiences offered by traditional banks and financial insti-
tutions, which are well-known for being difficult to access,
inconvenient and costly."™

While wallets, payments and lending are common exam-
ples of embedded finance, the possibilities for innovation in
the broader financial ecosystem are endless. For example,
payments and investing can be combined in the same pro-
cess (an interesting example is provided by a Swiss startup,
Kaspar&, which offers to automatically invest round-up
values from card payments in selected ETF portfolios).'®

Goldman Sachs article: The Embedded Finance Journey: Innovation That Differentiates the Customer Experience


https://www.forbes.com/sites/forbesfinancecouncil/2021/08/27/embedded-finance-what-it-is-and-how-to-get-it-right/?sh=1893e8df3677
https://www.goldmansachs.com/what-we-do/transaction-banking/insights/baas.pdf
https://stripe.com/en-ch/guides/introduction-to-banking-as-a-service
https://future.com/fintech-scales-vertical-saas/
http://www.kasparund.ch/

3 Case Studies: BaaS Offerings

There are many players in the BaaS ecosystem. Emerg-
ing Baas providers such as Solarisbank are now enabling
businesses to enter the financial services market with easy
access to the global financial infrastructure. In addition,
established fintech companies like Stripe are also seizing
the opportunity by complementing their fintech product
suite with the launch of BaaS offerings. There is no doubt
that the market is moving very fast. There are also several
examples of incumbent banks, such as Goldman Sachs, en-
tering the space alongside their core business. The players
in the open banking space, such as API providers like Tink
and Plaid, are equally well equipped to find a place within
this evolving value chain. Needless to say, the sector has
become one of the favorite segments for VC (venture cap-
ital) investments (doubling in 2021 to USD 6.7 billion from
2020 for Europe and North America),"” and the funding
supportis expected to continue, albeit with more scrutiny
and higher requirements than in the past.

In this chapter, we examine three specific case studies that
describe how different types of institutions are seizing this
opportunity (with some additional examples included in
the appendix):

CASE 1: Emerging bank with modern infrastructure using
Baas as core business

CASE 2: Traditional bank introducing Baas to diversify its
core business

CASE 3: Established fintech offering Baa$S in addition to its
core business

17 Source: www.finchcapital.com/post/the-rise-of-embedded-finance
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3 Case Studies: Baa$S Offerings

CASE1
SOLARISBANK

Emerging bank with modern infrastructure leveraging Baa$ as core business

Company overview. Solarisbank is a German technology company with a full banking license. Solarishank

is a true BaaS company with its core offering being a Baa$ platform. Solarisbank was launched in 2015 as

part of finleap, a fintech startup builder, and officially founded in March 2016 by Andreas Bittner and Marko
Wenthin. Over the past six years, Solarishank has grown tremendously, serving 50 clients covering two million
retail accounts. They have raised approximately EUR 385 million from investors including UniCredit Group,
SoftBank, SBI Group, BBVA, Visa and ABN ARMO. The company reached unicorn status in 2021 and was valued
at EUR 1.2 billion during its Series D funding round. It is headquartered in Berlin and has 750 employees

located across Europe and India.

BAAS OFFERING

Solarishank’s Baa$ platform enables brands to
embed a variety of fully licensed financial prod-
ucts and services into their core value proposition.
The platform is a suite of fully customizable and
modular APIs with over 450 API endpoints. Solaris-
bank’s Baa$ platform is divided into four product
areas: Digital Banking and Cards, Lending, Know
Your Customer (KYC) and Digital Assets. Solaris-
bank’s partners can choose which APIs to connect
to based on their specific needs.

VALUE PROPOSITION -
BANKING TECH REIMAGINED
Firstly, Solarisbank’s Baa$ platforms are built on
cutting-edge technology. It has some of the most
advanced APIs in the European market which are

designed for scalability and international expansion.

Secondly, its entire banking infrastructure is cloud-
based. This allows Solarisbank to create an excep-
tional banking experience for its customers. Thirdly,
through Solaris’s APIs, brands can easily manage
their customers’ user data in real time throughout
the entire customer lifecycle: from onboarding to
long-term support. Fourth, the platform features a
state-of-the-art data mesh architecture to leverage
critical data for decision making, planning, forecast-
ing and regulatory compliance.™

~A+ Customer stories. Here, we present an example of Solarisbank’s clients using its BaaS platform. The first
9 example is Vivid Money, a digital banking company headquartered in Berlin, Germany. Vivid Money is

one of the most dynamic challenger banks in Europe. The platform was launched in 2020 and now serves
500,000 banking customers in Germany, France, Spain, and Italy. Vivid Money's banking platform was built
on top of Solarishank’s Banking-as-a-Service platform and utilizes APIs such as the Digital Banking API,
the Cards API and various lending APIs. Vivid Money does not have its own banking license and relies on
Solarisbank’s banking license (which manages the regulatory aspects such as KYC). Through Solarisbank’s
BaaS APIs, Vivid Money can offer its customers banking features such as digital bank accounts with over-
draft, instant payments, credit, and debit cards and buy now, pay later options.™

Please refer to the appendix for further details on another notable example, Samsung Pay in Germany.

18 Source: Solarisbank.com
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CASE 2
HYPOTHEKARBANK LENZBURG

Traditional bank introducing Baas to diversify its core business

Company overview. Hypothekarbank Lenzburg (“Hypi") has its roots in the Lenzburg region, Canton of Aargau,
Switzerland. What originally started out as a bank aimed at providing mortgages for the Lenzburg region has evolved
into what is today a regionally active universal bank with more than 300 employees and a significant Baa$S business.
Outside of its regional home market, Hypi is probably best known for its Banking-as-a-Service platform, Finstar

Open Platform (“Finstar”).? The bank’s growth led to it going public on the Swiss Stock Exchange in 1995, where it is
currently traded as part of the Swiss Performance Index. Being a smaller-sized bank creating a new market serving
fintech players that have yet to become profitable, Hypi's share price does not reflect these developments (its share

price has underperformed the SPIsince 2017).

FINSTAR PLATFORM

Finstar's roots date back to 2003, when Hypi began
developing its own core banking system, which over time evolved
into today’s Baa$ offering. From the beginning, Finstar was
intended to be offered to third parties, a move likely intended to
counteract the limited growth potential in Hypi's home market
(in 2000, Lenzburg had a population of around 7,500). By 2008,
four banks had already signed on to Finstar, a number that had
grown to more than a dozen at the time of this writing.?' In 2017,
Hypi introduced its Open API layer, transforming Finstar from just
another core banking system into Switzerland's first BaaS platform.
Hypi achieved this in four months by leveraging the platform of
German fintech and open finance specialist NDGIT and connecting
it to its own core banking software. This combination of a modular
banking IT platform and APIs allows Hypi to offer a comprehensive
set of Baa$ features.?

FEATURES

Finstar consists of three layers: financial kernel,
Finstar features and open banking API layer. The financial kernel is
responsible for all activities related to the operation of a financial
institution (accounting, controlling, client data, regulation, etc.).
The Finstar features layer provides modules for payments, financ-
ing, and investments. The open banking API layer then allows third
parties to easily connect and integrate with the other layers via
APIs. These APIs cover a range of functions from digital onboarding,
card management, personal finance management and payment
initiation to account access features, among others.?
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Clients. Several Swiss fintechs such as neon,
Kaspar& and Yokoy have already chosen
Finstar as their preferred platform. The most
prominent client is neon. Neon outsources
almost the entire banking value chain to Hypi
and Finstar. It does not have a banking or fin-
tech license and its customers are in fact Hypi
banking customers. Neon, in turn, focuses
on developing the app-based front end and
sourcing solutions for an ecosystem ranging
from insurance to e-commerce. Since neon
covers all customer touch points, its custom-
ers hardly ever interact directly with Hypi.
The collaboration is generally considered a
win-win as neon has approximately 150,000
users and thus Hypi generates more account
openings from neon customers than from
direct, local Hypi clients.?* Commercially,
part of Hypi's business is tied to the success
of its BaaS user customers who have yet to
prove that they can create sustainable busi-
ness models. In any case, Hypi has already
succeeded in diversifying its business with
even more upside potential.
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Source: www.hbl.ch/media/2xecpmi3/2022_gb_lagebericht_geschaeftspolitik_nachhaltigkeit.pdf
www.finstar.ch

Source: https://ndgit.com/en/ndgit-neon-cooperation-account-app-api-technology

Source: www.finstar.ch/en/products

Source: https://ndgit.com/en/ndgit-neon-cooperation-account-app-api-technology/; SIX research
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CASE 3
STRIPE

Established Fintech offering Baa$ in addition to their core business

Company overview. Stripe is a privately held financial services SaaS company with dual headquarters in San Fran-
cisco and Dublin. The company was founded in 2009 by two brothers, John, and Patrick Collison. Their original goal
was to create an alternative to PayPal. They wanted to create an online payment platform that would improve the
efficiency and connectivity between e-commerce stores and payment processors. They seem to have succeeded, as
Stripe has become a giant in online payments with the company processing over USD 600 billion p.a. through its pay-
ments infrastructure. Stripe is considered one of the world’s most valuable private fintechs, and at the end of the first
quarter 2023, the company was valued at USD 50 billion, despite a sharp drop in valuation.? Stripe has categorized its
products into three distinct product areas: a global payments platform, a revenue and financial management platform,
and a Banking-as-a-Service platform. Currently, Stripe has 8,000 employees in 25 offices around the world and offers
its services in 45 countries.?

EXPANDING INTO BAAS PRODUCT OFFERING

Inrecentyears, Stripe has begun to diversify and Currently, Stripe offers four products within its Baa$S

expand its product offerings by developing products
that enable embedded finance through its new BaaS
platform “Stripe Treasury”. It launched the platform
in 2020 by partnering with banks such as Goldman
Sachs, Evolve Bank &Trust, Citibank N.A. and Barclays
(as Stripe is not a bank and does not hold a banking
license). These partnerships provide new and exist-
ing Stripe customers with standardized access via APIs
to the financial services and banking products offered
by Stripe’s network of banking partners. Stripe built
the BaaS APIin house, and the platform facilitates
the connection between Stripe’s Baa$S customers and
the BaaS infrastructure and banking products provid-
ed by their banking partners.”

product area, ranging from payment solutions for
platforms and marketplaces, business financing,
interest-earning bank accounts to debit and credit
cards. Because the APIs are customizable, Stripe’s
customers are able to build financial and banking
products that are tailored to their consumer bases.
These partnerships are mutually beneficial - the
underlying banks have the potential to generate new
revenue streams and acquire new customers at a
surprisingly low acquisition cost. For example, an es-
timated 2.5 million merchants in the U.S. use Shopify
Balance, which is powered by Stripe Treasury. This
partnership between Stripe and Shopify? gives Spo-
tify's banking partner, Evolve Bank & Trust, access to
2.5 million potential new banking customers.?

*A’ BAAS Partner. If we compare Stripe’s role in the Baa$S value chain to Solarishank and Hypi, we can clearly see
that Stripe is taking on the role of a Baa$S partner. While Solarisbank and Hypi are licensed banks and have
developed or sourced all of their banking capabilities in house, Stripe relies on external banking partners to
complement its Baa$ offering (based on its technology and payment processing assets) with certain banking
services (e.g., related to the provision of bank accounts etc.).
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Source: www.reuters.com/technology/fintech-stripe-valued-50-bln-after-65-bIn-fundraise-2023-03-15
Source: https://stripe.com/en-ch

Adapted from TechCrunch article on Stripe Treasury

Please refer to the appendix for more details on Stripe powering Shopify.

Stripe Treasury powers Shopify Balance
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OTHERS
OPEN BANKING PROVIDERS

Fintechs operating in the open banking space may expand into BaaS

Following the implementation of PSD2 in Europe, open banking gives bank customers the right to access their
bank accounts and initiate payments through third-party providers such as Tink, Plaid and others. Over the past
few years, these players have been building connectivity capabilities to open up access to financial data (as well
as additional services). They are well positioned to capitalize on the embedded finance trend and continue to
build their capabilities to expand their role along the value chain and connect data with services in the future.




4 Impact on the Banking Industry

BaaS users can diversify their products or services and
create new monetization channels that are well aligned
with customer journeys. For example, B2B software com-
panies can leverage their real-time customer data and
offer relevant financial features even before the customer
knows they need them (e.g., a recruiting software can de-
tect a significant increase in headcount in the customer’s
organization and offer a compensation-related product).
And it's not just software companies - there are growth
opportunities for many companies. Many businesses are
under pressure to go digital and are looking for new ways
to generate revenue. Offering embedded payments can
help improve the customer experience, sales conversion,
and thus overall revenue.

The role of incumbent financial institutions may not seem
as clear, but there are several reasons why banks should
consider strategic moves into this space. Firstly, the expect-
ed market size for embedded finance products is estimated
to grow rapidly and could reach USD 7 trillion by 2030%°.

In Europe, it is expected to account for 15% of the future
financial services revenue pool, according to PwC esti-
mates®'. Secondly, as banks’ bottom lines come under in-
creasing competitive and regulatory pressure, embedded
finance offers an attractive opportunity to attract new cli-
ents and create new revenue sources.

What are the implications for banking business models?

Embedded finance and related trends can be seen as both
an opportunity and a threat to incumbent banks. Ultimately,
it is clear that solutions that deliver the most value to end
clients will prevail. Maintaining a closed, integrated banking
model is not a viable medium-term strategy for any bank.
Open banking is already a reality, and its adoption will grow
over time as the number of open banking products and
their end-user benefits continue to grow, which in turn
will attract more bank customers (in other words, through
network effects). The same applies to BaaS and embedded
finance. Incumbent banks will need to adapt to this reality.

Changes in the banking industry are very dynamic and
difficult to predict accurately. However, we can still attempt
to outline some principles that will shape the banking busi-
ness models of the future:

- Thefirst principle is the increasing openness of the bank-
ing business. As indicated at the very beginning of this
paper (Figure 1), the future banking value chain will be
more open and shaped by more parties than just banks.
More openness brings more opportunities, but also
risks. For example, if a bank decides to become a BaaS
provider, it will reach new customers which will open up
new revenue sources. These opportunities will multiply
when the bank’s services are offered to a larger number
of partners, for example through a marketplace. This is
shown on the vertical axis of Figure 4 (next page).

- The second principle is the nature of this openness.
Collaboration between banks and third parties usually
starts with data, because data is also the foundation of

30 PYMNTS article “Embedded Finance Will Reach a $7T Value Globally in the
Next 10 Years”
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For additional thoughts on open banking strategies, please see an article

by Matthias Biel API Strategies for Banks and FinTechs in an Open Banking
World - APIscene and a blogpost by Tink Emerging open banking strategies |
Tink blog
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all services. Data sharing is also reciprocal - it is hard to
imagine requesting data from a third party and at the
same time refusing to share data with that third party.
Abankthatis already exchanging data with a third party
will of course have the opportunity to cooperate in terms
of services. This can go both ways: a bank can integrate
services from fintechs and other third parties into its own
offering, or it can venture into becoming an embedded
financial services provider. The most advanced open
model is the sharing of the full range of services as a full
Baas platform provider. This is shown on the horizontal
axis of Figure 4 below.

Figure 4: New banking business models
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Based on these principles, we can identify three distinct
business models:

Inan enriched in-house model, banks that wish to focus
on better serving existing customers can become users
of third-party data and services. They would position
themselves in the user role, using technology provid-
ed by others. The degree of openness begins with the
sourcing of data (e.g., enriched transaction data) and
continues with the use of services (e.g., analytics or spe-
cialized services such as investments). At the extreme, a
bank could decide to outsource its banking technology
completely and become a BaaS user focused solely on
advising customers.

In a partnering model, banks that have a more ad-
vanced technology platform can share their technology
with third parties, become their partners, and thus reach
new clients. They become a banking technology provider.
The degree of openness can start with data (e.g., with

Embedded ;
Finance Baa$ Provider
e BaaS User

Aggregator
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premium, paid APIs) and continue through modular finan-
cial offerings in embedded finance to a full BaasS provider.
Ultimately, due to competitive forces, only a small number
of BaaS providers will succeed due to the effects of econ-
omies of scale.

- Inanopen model, banks may wish to distribute their ser-
vices not only through selected partners, but also offer
them to a broader set of potential clients, for example
through a marketplace. In this case, the relationship with
B2B clients would shift from direct (as seen in the part-
nering model) to indirect through the marketplace. This
model could potentially have the greatest impact, de-
pending on the reach of the marketplace. It also presents
new challenges, such as the influence and bargaining
power of such a marketplace. Similar to BaasS providers,
only the most successful players would succeed in such
amodel, as the level of competition and transparency in
such a setup is extremely high.



Every bank should ask itself a number of questions, such as:
What type of business model is the right fit for us and our end
clients? Can we use our existing technology, or do we need
to completely rethink it? Do we want to work with partners
and how far do we want to go? Do we have the capabilities
to do embedded finance? How do we manage new risks? etc.

For some banks, these changes in their business model
will mean a transformation from a closed, integrated eco-
system to a software business with a banking license. Such
a big step requires organizational transformation, strong
software development capabilities and an entrepreneurial
spirit - qualities that have so far been more commonly
associated with tech companies rather than with banks. In
addition, incumbents must accomplish this transformation
while still wearing a very tight regulatory corset, a disad-
vantage often not shared by nimbler Fintechs and TechFins.

The core value proposition of banking, such as the provi-
sion of bank accounts and loans, remains essential. How-
ever, service quality and the ability to deliver these services
efficiently will gain importance. For example, in a BaaS
world, any BaasS user can theoretically indirectly offer bank
accounts and other banking services. To compete, banks
will need to improve quality, offer unique selling proposi-
tions and/or become BaaS providers themselves. In order
to do this, they may need to collaborate with external par-
ties and/or create new economies of scale, for example
in the form of shared central infrastructure elements (in
compliance with applicable competition law).

How will this affect the Swiss banking industry?
As we have seen, technology will play an even more im-
portant role in banking in the medium term than it does
today. A small number of Swiss banks with either signif-
icant resources and/or a well-designed platform will be
able to expand their offering to become BaaS providers (as
mentioned, there is currently only one Swiss BaaS provider
- Hypi Lenzburg). For the rest, a variation of the enriched
in-house model could help improve their offering and com-
petitiveness. However, for a large number of banks, the
question of maintaining their technology platform will
eventually have to be considered from a new angle, i.e.,
becoming a user of BaaS technology. Most Swiss banks
are already quite dependent on their IT technology pro-
viders (and often also on outsourcing providers such as
service bureaus) and de facto no longer run their banking
platforms themselves. Further transformation is likely in
this area as the demand for modular service platforms and
interoperability changes the overall dynamics.

From the perspective of the Swiss financial center, SIX, as
the central infrastructure provider, is well positioned to
support Swiss banks in this transformation. Starting with
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the data layer, bLink is perfectly suited to act as a central-
ized data exchange platform. In the future, this exchange
of data can be extended to a marketplace for services.
A precedent exists in Luxembourg, where the local open
banking platform has already launched such a marketplace.
Alocally operated and Swiss-regulated marketplace offers
many advantages for all participants and would benefit the
Swiss financial center.

Finally, also the question of the technological efficiency of
Swiss banking will also have to be answered by the indus-
try and its participants. SIX already provides certain key
services (such as the interbank clearing and settlement
platform SIC), but the overall value chain remains highly
fragmented. SIX looks forward to partnering with banks
and other players to improve the competitiveness of the
Swiss financial center and may offer new and enhanced
services in the future to further support this endeavor.



Appendix

In the Appendix, we provide selected examples of how different players use the concepts presented to offer concrete
commercial solutions for customers. With Shopify, we look at an example of embedded finance and with Samsung Pay
at BaaS from the perspective of a BaaS user. Deutsche Bank’s premium API model is a good example of how a bank can
turn regulatory developments into a commercial opportunity. The transformation of Goldman Sachs’ transaction banking
division into a BaaS provider shows how a large bank can build on its existing assets and adapt to changing market dynam-
ics. Finally, we revisit the New Banking Business Models and provide real-world examples to better illustrate the concept.

Shopify

Example of Embedded Finance

O

Shopify is a first mover and a great example of how a
brand can embrace fintech by adding financial capabil-
ities to enhance its core product, an e-commerce plat-
form. The company first began using embedded finance
in 2016, when it launched Shopify Capital, a business
financing solution for Shopify merchants. The loans are
made available to merchants through Shopify on behalf
of its banking partner, WebBank. Later in 2020, Shopify
further expanded its embedded financing offering with
the launch of two products powered by BaaS technolo-
gy, Shopify Balance and Shop Pay Instalments. Shopify
Balance is Shopify's business bank account solution for
Shopify merchants. The bank accounts have the same
functionality as an account at a traditional bank, but also

feature tailor-made solutions for Shopify merchants,
with features such as zero fees, early payout requests
and branded debit cards with various cash-back incen-
tives. Shopify Balance is powered by Stripe and bank ac-
counts are provided by Stripe’s banking partners, Evolve
Bank & Trust, and Celtic Bank. Shop Pay Instalments
is Shopify’'s buy now, pay later payment solution that
merchants can enable for their e-commerce stores in
partnership with Affirm. These products create new
opportunities for Shopify to generate additional reve-
nue from its merchants. To illustrate, in 2021, Shopify
reported a 62% increase in merchant solutions revenue
compared to 2020 (total revenue from this segment was
USD 3.2 billion).*

Samsung Pay

-

In 2020, Samsung faced significant challenges in launch-
ing Samsung Pay in Germany. Prior to its expansion
into Germany, Samsung Pay was already operating
in 26 countries, which was made possible by working
with a large number of banks in each market. The main
challenges Samsung faced in Germany were a highly
fragmented banking market, an overly optimistic goal
of becoming part of the payment/card product value
chain, and the lack of credit card usage in the German
market. Samsung sought alternative solutions and ulti-
mately decided to work with both Solarisbank and Visa
to develop a solution for the German market.>* Using
Solarisbank’s Cards and BankIdent APIs, Samsung was

Example of Solarisbank’s Baa$ User

able to create a virtual debit card that resides within
the Samsung Pay app and can be linked to almost any
German bank account. Samsung was now able to bring
the mobile payment experience to German customers.
Samsung relies on Solarisbank to operate the payment
infrastructure behind the scenes and to enable the con-
nections between the app and the consumers’ banks.
Samsung also uses Solarisbank’s BankIdent API to ver-
ify the identity of Samsung'’s customers and also uses
the Splitpay API to enable installment payments. The
Splitpay API allows Samsung Pay customers to convert
payments over EUR 100 into installments, which are to
be repaid over a period of up to 24 months.

33 Source: Shopify’s 2021 financial results

34 Source: www.solarisgroup.com/de/case-studies/samsung
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Appendix

Deutsche Bank

Company overview. Deutsche Bank (DB) is a global uni-
versal bank. While itis also Germany'’s largest retail bank
by total assets, DB is best known as a major player in
global investment banking, which accounted for nearly
half of its revenues in 2021 (corporate banking: <20%).%
In its home market of Germany, DB has been active in
open banking for several years now and made headlines
in 2016 when it launched its open API program.3®

API program. DB believes that to be successful in open

banking, banks need to go beyond PSD2 APIs and offer
premium APIs, a good partner experience (development
and co-marketing) to deliver a great customer expe-
rience.?” Accordingly, DB's open API platform offers a

comprehensive developer portal with access to over 40

services, such as account opening or solvency checks

forindividuals, as well as securities settlement status or
income checks. With this platform, DB has positioned

itself as a leader in open finance, going well beyond the

legal requirements of the EU's revised Payment Services

Directive (PSD2). Ahead of its time (PSD2 was imple-
mented into German law in 2018), DB held several hack-
athons to tap into the wisdom of the (developer) crowd

to understand how these APIs could be translated into

client offerings. One of the most prominent examples

of this is the German fintech Finanzguru, which uses

transaction data to identify contracts and subscriptions

(such asinsurance or data plans) and offer users better
or cheaper alternatives, earning a commission on the

Evolving from Premium Open Banking APIs to BaaS$ Provider

transaction. This service is used by more than 500,000
customers.3® DB takes a freemium approach, allowing
clients to try the APIs, but charging an (undisclosed) fee
to use live data (for non-PSD2 “premium” APIs).>*

BaaS. Despite this success, DB realized that its original

API platform and approach was too developer-centric.
At times, this resulted in products with high technical

capabilities and little real-world problem solving. As a

result, DB decided to launch an embedded finance of-
fering aimed at decision makers in a wide range of busi-
nesses. DB shows what is possible without requiring too

much technical knowledge or skill. To this end, DB has

recently begun bundling its APIs into cohesive product
suites, which together enable non-financial service pro-
viders to offer and integrate Deutsche Bank services into

their own products under their own brand. The current
offering includes savings accounts, securities accounts,
and a white-label wallet. DB sells its embedded finance

offering to brands with the pitch to create new revenue

sources, increase customer satisfaction, strengthen

their own brand, and gain new financial insights into

customer behavior. For its part, DB gains new distrib-
utors from other industries with new client segments

(and potentially geographies). An interesting example of
thisis the launch of mainpay, an account+card offering

by the German soccer club and DB sponsor Eintracht

Frankfurt. The offering is seamlessly integrated into the

sports club’s fan app.*
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Source: Deutsche Bank Annual Report 2021

Source: www.deutsche-bank.de/dam/deutschebank/de/shared/pdf/dbAPI_Whitepaper-EN.pdf

Source: www.geldinstitute.de/business/2020/was-macht-erfolgreiches-open-banking-aus-.html

Source: https://finanzguru.de/presse.html
Source: https://developer.db.com/faq
Source: www.deutsche-bank.de/pk/Ip/db-api/embeddedfinance-de.html
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Appendix

) Goldman Sachs
=)

Company overview. As one of the world’s largest and
best-known investment banks, it doesn't need a stan-
dard introduction, but its recently launched Transaction
Banking (TxB) platform, which includes a BaaS offering,
deserves one. Itis a cloud-based banking platform that
enables clients to automate corporate treasury and
integrate business banking products with their core
products. The platform was launched in the U.S. in June
2020, in the U.K. in June 2021, and in Germany in Sep-
tember 2022, with plans to expand to other European
countries and Japan in the near future. Goldman Sachs
currently has 500 full-time employees working on the
platform and expects this number to grow to 700 by
the end of 2022.

TxB platform. The TxB platform offers three core prod-
ucts: Payments, Treasury Automation and Banking-as-
a-Service. It also provides escrow services and data
analytics. The platform is fully digital, cloud-based and
built from scratch in house. Goldman Sachs announced
in June 2018 that it was building a “digital transaction
bank”. After two years of design and rigorous testing,
it was ready to launch the platform, which went live in
June 2020. The capabilities of the core platform were
originally designed to meet Goldman Sachs’ transaction

Transforming Transaction Banking into a Baa$ Provider Entity

banking needs. The next step was to develop the prod-
uct strategy and create features such as virtual accounts,
payments, deposits, and Banking-as-a-Service functions.
Four years later, in 2022, the TxB platform continues to
grow. With more than 45 API endpoints, it generated
USD 225 million in revenue for Goldman Sachs in 2021,
served more than 400 clients, accepted USD 65 billion
in deposits, and processed trillions of dollars through
the platform.

Use cases. The TxB developer documentation lists two
main use cases for the TxB APIs.*' One use case is for
direct users and the other use case is for payments and
Baas clients. Direct treasury clients can “build their own
treasury of the future” using TxB's modern cloud-based
APIs. The APIs are capable of automating payment ex-
ecution and recognition, liquidity tracking and fore-
casting, and foreign exchange risk management. Pay-
ments and Baas clients can use the TxB APIs to embed
Goldman Sachs’ financial infrastructure into their own
client-facing applications. For example, by connecting
to the TxB APIs, a company could offer its clients access
to financial services such as payments, business bank
accounts and foreign exchange rate tracking within its
own platforms.

41 Source: www.goldmansachs.com/what-we-do/transaction-banking/insights/baas.pdf
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New Banking Business Models: Real-Life Examples

In order to better illustrate the concepts introduced in
Chapter 4, we present a number of real-world business
application examples.
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DATALAYER SERVICES LAYER —>  PLATFORM LAYER OPENNESS

AND REVENUE
POTENTIAL

OPEN MODEL ‘

|| T

Marketplace a

Reach any 3 party’s customer offering
own data and technology via marketplace

PARTNERING MODEL

(PROVIDER) o
Data Provider
Reach partner’s customers using own
data and technology

ENRICHED IN-HOUSE MODEL
(USER)

Focus on own customers using 3" party
data and technology

Data User

Embedded
Finance

Service
Aggregator

Baa$ Provider

BaaS User

0 Data User & Data Provider: An example that
best illustrates the reciprocal relationship is the
multi-banking use case. The main motivation is to
enable end clients to consolidate their payments and
assets across multiple accounts and financial institu-
tions. This means that the participating banks allow
the sharing of client data (always with the consent
of the end client) with a third party that provides a
consolidated view to the end client. This third party
may be a fintech, but such a service could also be
offered by banks. In Switzerland, such a use case is
currently being prepared by SIX with bLink serving
as the central platform.

e Service Aggregator: Some banks are already inte-
grating third-party services to enhance their own
offerings. A good example is the use of a third-par-
ty white-label solution for personal financial man-
agement that the bank integrates directly into its
e-banking. Contovista, for example, offers such a
service in Switzerland.*

42 Source: www.contovista.com/en/products/personal-finance-manager
43 Source: www.neon-free.ch

44 Source: https://developer.db.com/about

25

o Baas User: The most prominent example in Switzer-

land is the fintech neon. Neon is not a bank, but a

fintech that provides a mobile banking app using the

Hypi Lenzburg Baa$ platform mentioned above. Neon

also works with other third parties to provide compet-
itive solutions to clients without having to develop

them in house (e.g., using Wise for FX transfers).*

Data Provider: Unlike Switzerland, the EU’'s PSD2
directive mandates the opening up of certain bank-
ing data. This regulation has been in works for a
long time, and Deutsche Bank has been proactive
in responding to the trend. As early as 2016, DB
launched its API program to streamline its API of-
fering. Currently, DB offers the APIs required by the
regulation for free, as well as paid premium APIs
through a single internal API marketplace (the DB
Developer Portal). In doing so, it has not only created
efficiencies in the provision of the mandatory APIs,
but also prepared the ground for the distribution of
paid data and services. #


https://www.contovista.com/en/products/personal-finance-manager/
https://www.neon-free.ch/
https://developer.db.com/about

o Embedded Finance: There are many embedded fi-

nancial solutions already live, such as those powered
by Stripe. A somewhat unorthodox example exists
in Switzerland in the form of another financial app,
Yuh. Yuh was created as a joint effort between Post-
Finance and Swissquote, the leading online bank
specializing in investments. In this case, instead of
developing its own app-ready investment offering,
PostFinance decided to embed Swissquote’s services
to power the app. Swissquote, in turn, gains access
to a larger user base of PostFinance’s retail clients
who will use the app. If Yuh becomes a success story,
its success will be shared by both parties.*

BaaS Provider: Hypi Lenzburg is currently the only
Baas provider in Switzerland. As discussed in Chap-
ter 2, the strategy of becoming a Baa$S provider has
boosted the bank’s business and opened up entirely
new opportunities, transforming it from a small re-
gional bank into a leading innovator.

Marketplace: An exciting marketplace concept
already exists in Luxembourg. The open banking
platform Luxhub owned by the local banks provides
an API-based marketplace. Not surprisingly, most of
the APIs currently offered are PSD2-based regulato-
ry APIs. However, some premium APIs are already
available, such as a mortgage insurance API from
Swiss insurance company, Baloise. This API enables
client banks to embed real-time mortgage insurance
quotes into their core banking systems.4¢

Appendix

The integration effort takes place in the marketplace
and is standardized by the marketplace. This means
that, once a participantis onboarded to the market-
place, itis easy to procure and offer new APIs.

Another interesting use case has been developed by
the startup Raisin, which has created a cross-border
marketplace for savings and deposit in Europe. Its
goal is to match banks looking for a reliable deposit
source of funding and savers looking for higher in-
terest rates on their savings.*’

45 Source: www.yuh.com/de/about-us
46 Source: https://marketplace.luxhub.com/products/B%C3%A2loise/Mortgage%20Insurance%20API/details

47 Source: www.raisin.com
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