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Class 8: Overview

* Credit Scoring & Alternative Data

* Challenges of Traditional Banking
* Online Banking

* Neo & Challenger Banks

* Funding & Valuations

* Traditional Banks Mobile Offerings



FICO Scores
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Alternative Data

* Bank, Checking, Employment, Income, Insurance, Tenant, Utilities
e Cash Flow Underwriting

* Consumption and Purchase Transactional Data

* App Usage, Browsing History, Email Receipt, Geolocation, Social Media Data,
* Educational Background, Employer, Occupation, Work History



Alternative Data FinTech Landscape
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Class 8: Readings

* 'The Challenger Banks That Threaten to Disrupt Financial Institutions'
Bill Streeter, The Financial Brand

* 'Dawn of The Neobank: The Fintechs Trying to Kill the Corner Bank'
Forbes

* '2020 will be a challenging year for challenger banks' Romain Dillet,
TechCrunch



Class 8: Study Questions

 What are Challenger or Neobanks?

* What gaps or ‘pain points’ in traditional banking might Challenger Banks
be addressing? What challenges face these new banks?

* How might Challenger or Neobanks affect the banking landscape?



Challenges of Traditional Banking

* Legacy Branch Networks
* Legacy Tech

* Product Commoditization

* Competitive Landscape

* Costs & Fees

* User Interface and User Experience
* Trust



History of Online Banking
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Neo and Challenger Banks

e Ally Bank (2009) KakaoBank (2016)
e Aspiration (2013) Marcus (2016 by
 Atom Bank (2016) Goldman Sachs)
 Axos (1999) MoneylLion (2013)
 BankMobile (2015) Monese (2015)

 BigPay (2018) e Monzo (2015)
 Bunq(2012) * N26(2016)
 Chime (2013) * Nubank (2013)

 Dave (2016) OakNorth (2015)

Revolut (2015)

SoFi (2011)

Starling Bank (2014)
Tandem (2015)
TymeBank (2015)
Uala (2017)

Varo (2015)

Volt (2017)

WeBank (2015)



Neo and Challenger Banks
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Product Offerings
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Customer Accounts
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Challenger Bank Valuations

Sources: the companies, CB Insights, PitchBook.

. . . _ , , , Source: ‘Dawn Of The Neobank: The Fintechs Trying
© Forbes. All rights reserved. This content is excluded from our Creative Commons license. For more information, . .
see https://ocw.mit.edu/help/fag-fair-use/ To Kill The Corner Bank’, Forbes (11/4/19)



https://ocw.mit.edu/help/faq-fair-use/

Funding to Date
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Traditional Banks Mobile Offerings
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