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About Me

* Personal mantra: “Try everything
because you’re never sure what you're
going to be great at” Dan O’Brien —
Olympic Athlete




* Payments Modernization

* Technologies
* Al/Machine Learning

* Robotic Process Automation
» Application Program Interfaces (APIs)
* Blockchain

* Industry Players
A d * Financial institutions
ge n a * Technology Partners
* Payments Operators
* FinTechs

* Future of Banking

* Along the way we’ll also talk about

potential uses and
concerns/considerations



Payment
Modernization

* Digital Banking
explosion

 New Technology

e Changing customer
needs

* Industry pressure

e Keeping up with global
trends



https://geobrava.wordpress.com/tag/digital-transformation/
https://creativecommons.org/licenses/by-sa/3.0/

Faster Payment
Technologies

Al / Machine Learning
APIs (Application Program Interfaces)

Blockchain (Digital Currencies)

loT

This Photo by Unknown Author is licensed under CC BY


https://rageharder123.wordpress.com/2018/08/05/my-timeline-of-the-different-technologies-pre-industrial-industrial-electronic-and-digital-used-in-my-lifetime-as-of-2018/
https://creativecommons.org/licenses/by/3.0/
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This Photo by Unknown Author is licensed under CC BY-NC


https://futurism.com/major-breakthrough-in-artificial-intelligence-google-program-defeats-european-go-champion-5-0/
https://creativecommons.org/licenses/by-nc/3.0/

Machine Learning

e Teaches Al to “Think”

* Learning Algorithms

e Supervised Learning vs. Unsupervised
Learning

This Photo by Unknown Author is licensed under CC BY-SA-NC


https://www.peoplematters.in/article/hr-technology/machine-learningnot-a-trend-but-an-indispensable-skill-for-tomorrow-17331
https://creativecommons.org/licenses/by-nc-sa/3.0/
https://scherlund.blogspot.com/2019/03/automating-data-science-and-machine.html
https://creativecommons.org/licenses/by/3.0/

Conversational Al

Al uses Natural Language Processing to speak, understand,
and respond to human language

Technology is being leveraged into Chatbots where
consumers can request payment and make purchases

Payment Innovation Alliance — Working on examining this
technology

Briefing One

https://www.nacha.org/sites/default/files/2020-
09/Alliance ConversationalPayments ExecutiveBriefingl.pdf

Briefing Two

https://www.nacha.org/sites/default/files/2021-
02/Alliance ConversationalPayments ExecutiveBriefing2.pdf



https://www.nacha.org/sites/default/files/2020-09/Alliance_ConversationalPayments_ExecutiveBriefing1.pdf
https://www.nacha.org/sites/default/files/2021-02/Alliance_ConversationalPayments_ExecutiveBriefing2.pdf

Potential Concerns of
Conversational Al Use
in the Financial Sector

Access Control?
Definition of authorized?
Proof of authorization?
Responsible parties

Reg E considerations

This Photo by Unknown Author is licensed under CC BY-NC



https://www.iphonemod.net/smart-speaker-shipments-2018-expected.html
https://creativecommons.org/licenses/by-nc/3.0/

. * The physical form of \Al. This allows Al to|inte rétt
RO bOt|CS with us in person and complete manual labo taSks

as needed.

This Photo by Unknown Author is licensed under CC BY-SA-NC


https://www.htxt.co.za/2016/10/13/sa-company-chosen-to-take-part-in-the-nasa-space-robotics-centennial-challenge/
https://creativecommons.org/licenses/by-nc-sa/3.0/

Robotic Process Automation

* Takes repetitive tasks and
automates them

e Can be used to
reduced/eliminate the need
for manual processes

* Frees up workers to handle
more complex
tasks/problems

This Photo by Unknown Author is licensed under CC BY



https://www.scielo.br/scielo.php?pid=S1807-17752019000100300&script=sci_arttext
https://creativecommons.org/licenses/by/3.0/

How Is Al Being
Used in Banking
Today?

» Sandbox Testing / Development
Tools

* Chatbots
* Fraud Detection

* Online Banking Assistants
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This Photo by Unknown Author is licensed under CC BY-SA


https://geobrava.wordpress.com/2018/09/24/enterprise-ai-and-machine-learning-solutions-in-action/
https://creativecommons.org/licenses/by-sa/3.0/
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This Photo by Unknown Author is licensed under CC BY

Potential Concerns
of Al Use in the
Financial Sector

Ethical Considerations :

e Loss of Control
* Only as good as the human that taught it

What, where, and when will controls be put into place?


https://futurism.com/what-will-a-world-governed-by-ai-look-like/?ref=quuu
https://creativecommons.org/licenses/by-nc/3.0/
https://www.flickr.com/photos/mikemacmarketing/30212411048
https://creativecommons.org/licenses/by/3.0/
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./ Workforce Look Like with : ' L

Al? b ‘_..;S_;""ﬁ : - [
" , Tu'.rl' { ‘I_. & .. | L
n 0% ' L oy, 1N Y . N

J:'I‘.--' = .* -'r‘l.h. o -IF“ '-:_ i
* Less manual work w\)trl ﬁr{hﬂ Gt o B
..r .'.-' _.‘- |l- L} .

I.'Il

* More analytical skills needed (a problem
solver mentality)

* Work smarter not harder

e Working in tandem with advanced
technologies

* The intuition and experience of a person can never
be fully replaced by a machine

This Photo by Unknown Author is licensed under CC BY


https://famvin.org/en/2019/02/28/new-report-calls-us-to-prepare-for-future-of-work/
https://creativecommons.org/licenses/by/3.0/

Application Program
Interfaces (API)

 Communication between multiple
systems

e Can be built in MANY ways

* Allows for robust data integration

£ 3

This Photo by Unknown Author is licensed under CC BY



http://digital.report/izbiratelnaya-filtratsiya-interneta-v-uzbekistane/
https://creativecommons.org/licenses/by/3.0/

APls in Action

e Connecting to core systems through
open platforms

e Accessing data across multiple
databases to provide a complete client
profile

* Eliminating the need for manual updates

* Paving the way for data aggregation tool
development and enhancement

This Photo by Unknown Author is licensed under CC BY


https://hackernoon.com/how-to-learn-with-open-source-api-fundamentals-1f886383b8e1
https://creativecommons.org/licenses/by/3.0/

Potential Concerns of API
Use in the Financial Sector

* Who owns the data?

* How is it secured?

* Where is the data stored?

* What are the compromise points?
 Where is the transparency?

* How can consumers control where their
data is shared?

This Photo by Unknown Author is licensed under CC BY-NC This Photo by Unknown Author is licensed under CC BY


https://pngimg.com/download/38138
https://creativecommons.org/licenses/by-nc/3.0/
https://fpf.org/2014/09/16/ftc-wants-tools-to-increase-transparency-and-trust-in-big-data/
https://creativecommons.org/licenses/by/3.0/

Blockchain e Decentralized Ledger

e Verified Source of Truth
e Historical Reference
Public vs. Private

This Photo by Unknown Author is licensed under CC BY-NC-ND


https://artandlogic.com/2018/05/what-is-blockchain/
https://creativecommons.org/licenses/by-nc-nd/3.0/

Pros and * Pros

* Immutable
Cons Of . * Multiple copies exist
Blockchain * Parties can remain anonymous

* Cons
* Theft can’t be reversed
e Slow network speeds
* Bad nodes can compromise network




Potential Uses of Blockchain
in the Finance Sector

Fraud Prevention

Know your Customer (Digital ID)

Stock Exchange

Cross-Border Payments i \
Credit Reporting . \ # \
Call Reports \

Crowdfunding

And More!

This Photo by Unknown Author is licensed under CC BY-SA-NC


https://www.peoplematters.in/article/training-development/how-blockchain-technology-is-impacting-hr-industry-18355
https://creativecommons.org/licenses/by-nc-sa/3.0/

Potential Concerns of Blockchain
Use in the Financial Sector

Governance (who sets the
standards?)

 Will there even be a
global standard?

Risk that parties to a
transaction may be unknown

Can be used for irrevocable
fraud/theft

Exists outside the constraints
in a traditional payment
network



Centralized Bank
Digital Currencies

* Government-backed digital currency

e CBDC Central Bank Digital Currencies:
Foundational Principles and Core Features —
Executive Paper published in October 2020

e Collaborative effort to study the nature of
CDBC and its potential uses

https://www.bis.org/publ/othp33 summary.pdf



https://www.bis.org/publ/othp33_summary.pdf

Atlantic Council and Belfer Center: CBDC Progress Map

Click on a country to begin our interactive data visualization
Status .Cancelled ' Development . Inactive . Launched ' No development yet Pilot . Research
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https://www.atlanticcouncil.org/blogs/econographics/the-rise-of-central-bank-digital-currencies/




Industry Players

Financial Institutions

Technology Providers

Payment Operators

FinTech

This Photo by Unknown Author is licensed under CC BY-SA


http://nancynwilson.com/get-the-help-you-need/
https://creativecommons.org/licenses/by-sa/3.0/

Financial Institutions

e Traditional models
* Convergence of technology and financial services

* lIterative problem-solving models

AT W T

This Photo by Unknown Author is licensed under CC BY-SA


https://geobrava.wordpress.com/2017/04/24/why-banks-must-adopt-a-cloud-first-disruptor-mindset/
https://creativecommons.org/licenses/by-sa/3.0/

A
Paper Statement

PDF of Paper Statement emailed

lterative

Thinking

Online Banking System

D Mobile Banking Application




Technology Providers

Jack Henry & Associations
FIS

FISERV

FINESTRA
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https://geobrava.wordpress.com/2015/09/16/why-nfv-and-sdn-software-spending-will-ramp-up-in-2017/
https://creativecommons.org/licenses/by-sa/3.0/

What are Core Providers Jack Horry & Associates
DOI ng? : ;)trr)ae;e;(::rzzquisitions

RTP Enablement

Digital Solution Focus
Al-Backed Solutions
* Real-Time Payment Support

Fiserv

* Open APIs

* Ondot Acquisition

e Conversational Al
FINESTRA

* APl Integrations

* Next Gen ACH

e Technology Advancements

This Photo by Unknown Author is licensed under CC BY-SA-NC



https://www.peoplematters.in/article/lets-talk-talent/talent-gaps-should-you-buy-or-build-talent-strategy-13043
https://creativecommons.org/licenses/by-nc-sa/3.0/

NACHA

Payment

The Federal Reserve

Operators e




Nacha

e Same-Day ACH (Third-Window go lives March 19,
2021)

* Meaningful Modernization

The Clearing House

What are .
e RTP Network (Went live in 2017)
Pay m e nt * Overl00 FIs on network

* Currently reaching 56% of all U.S. DDAs

O pe rato 'S  The Federal Reserve
DOi ng? * FedNow (Pilot program live, go live 2023)
 Mastercard
* Lots of innovation (APIs, Security, Data, and even
Crypto)
* Visa

 Different kinds of innovation (loT, Future Payments,
Blockchain for B2B, and Digital)




Zelle

This Photo by Unknown Author is licensed under CC BY-SA

* Network built by financial institutions on the clearxchange framework
Ze ‘ ‘ e * Allows for instant money movement between financial institutions
* Receiver email or phone number is all that is needed

* Recently partnered with The Clearing House to allow Zelle transactions
to clear over RTP

* In 2020 there were $307 billion sent for 1.2 billion transactions

* By the end of 2020 there were 457 Fls part of Zelle


https://en.wikipedia.org/wiki/Zelle_(payment_service)
https://creativecommons.org/licenses/by-sa/3.0/

HALLENGE BECOMES

This Photo by Unknown Author is licensed under CC BY-SA

* First principal approach
e New markets
* New business models

* Lots of collaboration


http://stackoverflow.com/jobs/133786/daring-developer-for-fintech-front-office-simcorp-a-s
https://creativecommons.org/licenses/by-sa/3.0/

First Principal
Approach

» “First principles thinking, which is sometimes called
reasoning from first principles, is one of the most
effective strategies you can employ for breaking
down complicated problems and generating original
solutions. It also might be the single best approach
to learn how to think for yourself.” James Clear






https://www.littlelovelycrafts.com/2017/02/19/new-idea-poster-freebie/
https://creativecommons.org/licenses/by-nc-nd/3.0/

Examples of FinTechs

Finzly

Boss Insights
exSEED
Harness

wise (TransferWise)



Venmo
e Cash App
e PayPal

e Google Pay

Facebook Messenger

This Photo by Unknown Author is licensed under CC BY-NC-ND


http://www.finsmes.com/2017/09/international-money-transfer-regulations-you-must-know-about.html
https://creativecommons.org/licenses/by-nc-nd/3.0/

The Future

Continued collaboration of technology and banking
Changing customer needs
Non-traditional industry players

NextGen Bank model



LendingClub

and Radius
Bank

In 2020 LendingClub
announced its acquisition of
Radius Bank

In January 2021, the OCC
approved the acquisition



Wells Fargo
Startu P * Wells Fargo helps FinTechs start-up, develop, and

Accelerator

get to market
* Creates a network of collaboration
* Vets business concepts
 Assists with getting funding




* Partnership with First Century Bank, N.A.
and Ingo Money, Inc.

* Allows a user to mobile deposit a check to the

Checks Venmo app

 Money is credited to the Venmo account
balance

Venmo Cashing




Things to Consider

* Data connections

* Network integrity of service providers
* Access points

e User control

* Where is data stored?

* Who should be liable for compromises?




Questions?

Mark J. Dixon, AAP, APRP, NCP
Director, Payments Innovation
NEACH

781.345.7641

mdixon@neach.org
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