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Winning hearts and wallets of small businesses is key for most
banks and credit unions

85%

of banks believe
greater success with
small businesses is
critical to their overall
success

Credit unions are more
commercially-focused
than ever before
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Most Fis are
missing the mark

When SErVi ng sMma ” @ 48% of small businesses are interested in consolidated cash flow
bUSi Nnesses WS and cash forecasting capabilities

65% of small businesses go beyond their bank to meet at least one
financial need

49% need more sophisticated mobile banking capabilities
than what their primary Fl is offering

75% are interested in applying for loans within the online
banking application; yet most Fls offer a siloed experience

33% of small businesses state they would consider switching banks
for better online tools to help them with their cash management

Source: Datos Insights survey of 1,006 U.S. small-businesses generating between $100k and $20M in revenue, Q1 2023
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Big 4 Banks currently dominate small business banking space

of small businesses of Millennial and Gen of small businesses

bank with a Big 4 Bank Z-run businesses bank most likely to adopt

vs. 18% with a small Fl with a Big 4 Bank vs. technology as soon as
16% with a community it is available bank with
bank or credit union a Big 4 Bank vs. 13%

with a community bank
or credit union

Source: Datos Insights survey of 1,006 U.S. small-businesses generating between $100k and $20M in revenue, Q1 2023
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Big 4 Banks are
winning for
several reasons

© 2023 Datos Insights. All rights reserved.

More likely to be viewed as innovative

Faster to partner with fintech companies to
broaden their product portfolios

Capabilities and online experiences better align
with small business expectations
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Opportunity has never been better for smaller banks to grow
market share if they evolve their offerings

Small business financial decision
makers who said they are very likely
or likely to bank with a local
community/ small regional bank if
it offered comparable products,
services, and online customer
experience; Nine percent already
use a smaller bank

Said they were
unlikely to move
to a smaller bank

Source: Datos Insights Survey of 1,004 US small business financial decision makers Q3 2021
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Businesses need business capabilities, not consumer capabilities

o/ o/ Why are business-specific needs so critical
7 9 = 4 O to growth in the small business sector?

« Consumer offerings dont meet business
of small business .Say it's not needs

financial decision makers say Tl * Hard to charge for products once given
it is required, very for free

important, or important that
their bank/credit union
provide solutions tailored to

small businesses rather than
adapted consumer * More advanced capabilities enable cross-
sell and growth with business

* Failing to offer the right products leaves
money on the table and frustrates
businesses

experiences

Source: Datos Insights Survey of 1,004 US small business financial decision makers Q3 2021
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While rates are critical to attracting new clients, digital

capabilities are becoming differentiators

For which of the following reasons would your business be willing to switchorgoto a
new financial institution? (Base: 1,006)

More attractive loan/credit card rates 48%

Online tools, such as help with cash flow management, forecasting, and budgeting 33%

More sophisticated online banking capabilities

Digital banking

A more modern and user-friendly digital experience

capabilities are

ey drivers of
bank switching

Faster credit process, including annual renewals 23%

More sophisticated mobile banking capabilites

More convenient branch locations 22%
More convenient branch locations &L’/0 Source: Datos Insights Survey of 1,006 U.S. small buisnesses, Q1 2023
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Whoever owns the payment, owns the customer or member

of small businesses of small businesses go of small businesses
prefer to make to a fintech company make international
electronic payments for faster payment payments; an

from their bank’s online capabilities additional 30% may be
or mobile site interested in doing so

Source: Datos Insights survey of 1,006 U.S. small-businesses generating between $100k and $20M in revenue, Q1 2023
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Top six considerations when small businesses select a
payment type

When your business determines the type of payment to make, how, important are
each of the following factors in that decision? (Base: 1,006)

Concerns about vulnerability to fraud 88%
Control of when payment goes out 88%
Speed of payment 87%
Costs associated with making payment 87%

Control of when payment is received 86%

Ability to connect payments to accounting system 86%

. . . VERY IMPORTANT ORIMPORTANT NOTAT ALL IMPORTANT Source: Source: Datos Insights survey of 1,006 U.S. based small businesses, Q1 2023

© 2023 Datos Insights. All rights reserved. 11



Small businesses want their primary Fl to work with more
fintech companies, especially larger SMBs

Percentage of businesses wishing their primary Fl would work with more fintech companies by
SMB revenue size (Base: 1,006)

US$10 million to US$20 million
US$5 million to US$9.99 million

US$1 million to US$4.99 million

US$100 K to US$999K 46%

Source: Source: Datos Insights survey of 1,006 U.S. based small businesses, Q1 2023
© 2023 Datos Insights. All rights reserved. 12
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Banks who fail to partner with fintechs risk disintermediation

« SMBs prefer to work with their banks, and they want a %
single provider 8 1

* Staying competitive means keeping up with the of SMBs said if same
technology and service needs of SMBs capabilities were offered
they prefer to get them
* SMB banking is not commoditized from their primary
bank/credit union vs. a
fintech.

Source: Datos Insights survey of 1,006 U.S. small-businesses
generating between $100k and $20M in revenue, Q1 2023

13
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Banks who fail to partner with fintechs risk disintermediation

* Banking expectations are no longer simply about
deposits, loans, and payments

* Most small businesses have found alternatives to
traditional banks and credit unions for key capabilities of large and midsize banks

» Payroll (62%) plan to build out their
fintech ecosystem this
year; 33% consider a top
priority

* Electronic invoicing (50%)
* Faster payments (47%)

* Money management tools (34%)

* Expense management (30%)

 Cashflow forecasting (25%)

Source: Datos Insights survey of 1,006 U.S. small-businesses
generating between $100k and $20M in revenue, Q1 2023
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Big Technology for Small Business

Christine Barry

Head of Banking & Payments, Datos Insights
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Banks Are Missing the Mark With Small Businesses

of small businesses state of small businesses state
their primary Fl offers few they definitely or probably
products and services they will switch Fls in the next
would be willing to pay for two years
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Q. To keep your business as a client, how important is it that your
bank/credit union provide each of the following?
(Base: 1,006 small-business financial decision-makers)

Real-time or instant payment capabilities 38% 27%
[ J
Small businesses
Full range of products, including both 429, 30%
credit and non-credit o ° expe Ct ro b ust
[ ] [ J
Solutions tailored to small business rather 379 299 fu n Ctl o n a I Ity

than adapted consumer experiences o °

Money management tools such as cash 329, 319%

forecasting

® Required Very important Important

Source: Datos Insights survey of 1,006 U.S. small-business financial decision-makers, Q1 2023 18



2023 Commercial and Small Business Banking Forum

|.| datos

INSIGHTS

....Coupled
with tight
integration
and insights

© 2023 Datos Insights. All rights reserved.

Q. To keep your business as a client, how important is it that your
bank/credit union provide each of the following?
(Base: 1,006 small-business financial decision-makers)

Tight integration and auto-synching with o o
accounting systems 40% 29%
Personal relationships with bankers 35% 27%
Integration with industry-specific third-party o o
systems 36% 30%
Embedded analytics providing business o o
insights 36% 30%
Recommendations and advice 32% 31%
® Required Very important Important
Source: Datos Insights survey of 1,006 U.S. small-business financial decision-makers, Q1 2023 19
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One Size Does Not Fit All:
Hypertargeting Small-Business Customers

Gilles Ubaghs

Strategic Advisor, Datos Insights
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One-size-fits-all offerings leave small businesses feeling
misunderstood and under-served

of small businesses state a
personalized experience is
very important or required
to keep their business

© 2023 Datos Insights. All rights reserved.

of small businesses paying
more than $100 per month
to their bank for fee-based
services state a bank’s ability
to make recommendations
and provide advice is very
important or required to
keep their business

Banks now use
analytics to:

Personalize
Differentiate
Improve cross sell
Bundle products

Demonstrate value

22
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Larger SMBs demand more from banking, starting with mobile

Q. How well does the following statement describe your business' point of view -'My business needs
more sophisticated mobile banking capabilities than what is offered by our bank/CU.; Base: 1,006)

70%
60%
50%
40%
30%
20%
10%

0%

US$100,000 to US$999,999 US$1 million to US$4.99 million  US$5 million to US$9.99 million  US$10 million to US$20 million

base: 310 base: 303 base: 215
ase ase ase Larger SMBs have the greatest

need for better mobile banking

Source: Datos Insights survey of 1,006 U.S. based small businesses, Q12023 . .
m Absolutely describes ~ ® Describes very well
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Generational trends also show a big change in SMB expectations

Q. How well does the following statement describe your business' point of view -'My business would
like to see my bank or credit union offer more digital tools to effectively manage cashflow.; Base: 1,006)

80%
70%
60%
50%
40%
30%
20%
10%

0%

Millenials + Gen Z Gen X Seniors + Boomers
base: 413 base: 406 base: 185

Source: Datos Insights survey of 1,006 U.S. based small businesses, Q1 2023 m Absol utely describes m Describes very well

© 2023 Datos Insights. All rights reserved. 24
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SMBs increasingly expect a personalized experience

of SMBs say it is required, Of SMBs say a
very important, or important personalized
that their Fl's digital banking experience is not
provides a personalized at all important.

experience based on their
needs and/or industry

25
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