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The State of
Small Business

Why digital intimacy
IS the key differentiator
for serving SMBs
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99 9 O/ of the businesses in the United
@ O States are Small Businesses
Blcy of the small businesses in the

O U.S. do not have employees.

4 1 million independent
@® B workers in the United States

Source: Autobooks Small Business Report 2020




30.7 million small businesses in the U.S.

m 81% No
S employees YU

a
19% Paid
employees
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Comparing growth: US ecommerce vs. total retail” sales
Year-over-year growth, 2010-2020
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2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

) Ecommercesalesgrowth @9 Total retail* sales growth

Source: Digital Commerce 360, U.S. Department of Commerce; updated January 2021; *Total retail figures exclude sales of
items not normally purchased online such as spending at restaurants, bars, automobile dealers, gas stations and fuel dealers




Digital transformation of businesses in the U.S.

Share of U.S. Business Investment

56%

54%

52%

50%

48%

46%

44%

B Physical Investment
Digital Investment

1015 3015 1016  3Q16 1017  3Q17 1018  3QI8  1Q19  3Q19  1Q202Q20

Source: U.S. Bureau of Economic Analysis and Alger. Digital investment comprises nonresidential fixed investment of intellectual
property products (software and R&D) and information processing equipment. Physical investment comprises nonresidential
structures and equipment (ex-information processing).
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Consumers/SMBs shifting payment methods
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This shift to digital-first
commerce and technologies
/3%

like contactless payments has

ushered in a new generation of

consumer tendencies that will

S e i More than two-thirds (67%) of SMBs have have a ripple effect on the global
O ) '..::., al COMNs4y S [ dve CI.“‘ JSLE ;

v ¢ _ . tried a new approach to keep their business
e way they pay for items in the wake L economy for years to come.
ON track and meet shifing consumet
of intensified safety concerms. ) i X i

lemands since the onset of COVID-19

SOURCE: Back to Business Study, Visa, August 2020




27 cash buffer days Cash buffer days are the number of days

of cash outflows a business could pay out of
its cash balance were its inflows to stop. We

estimate cash buffer days for a business by
computing the ratio of its average daily cash
balance to its average daily cash outflows

All small business median
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25%

<13 cash 25%
buffer days > 62 cash buffer days

0 13
Cash buffer days

16 days 18 days 19 days 20 days 21 days 23 days 2 8 days 0 days 32 days 33 days 33 days 47 days

00O

Restaurants Repair & Retail Construction  Personal Wholesalers Metal & Health Care  High-Tech Other Prof. High-Tech Real Estate
Maintenance Services Machinery Services  Manufacturing  Services Services

nmnn

Source: https://institute.jpmorganchase.com/institute/research/small-business/report-cash-flows-
balances-and-buffer-days.htm




& CORNERSTONE ADVISORS

THE $370 BILLION SMALL
BUSINESS OPPORTUNITY
FOR BANKS

Ron Shevlin

The pandemic
exposed a $370B
opportunity

to provide
accounting and
payments services
to SMBs.
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Sally Conwell Pup Walkers

Dashboard Customer payments

Invoices

7MY O/ OUT{UBTING

Incoming payments n Coming due B Past due
$2,670 $14,430 $14,430

Pay Bills

Accounting

Reports

= Payment Form Learn more about Payment Fo
O autobooks

Need Help? Send this link to customers to allow them to pay online:
eed Help?

https://dev.autobooks.co/pay/sally-conwell-pup-walkers-inc-1 Copy
Logout

H e | p m O n O g e G n d =| Andrew Holstead has invoices that are overdue
grow small businesses.

Kristin Hope has paid you $75.72
Invoice #4536001

Kristin Hope has paid you $4,778 over the past 12 months

Graham Robert has paid you $21.66 from your Payment Form.

Description: Test1234

Graham Robert has paid you $1,452 over the past 12 months



“Only 39% of businesses
think their bank
understands them.
90% wish they did.”

~ Barlow Research

FINTECH'S TARGET
BUSINESS BANKING

BUSINESSES URGENTLY ALTER PAYMENT STRATEGIES

Businesses are Embracing Digital Payments

Recent changes in the way we work and live have accelerated the
need for digital services, especially among small businesses. These
shifts magnified pre-existing vulnerabilities and risks in the small
business market, exposing the need for digital transformation.

FinTechs are Answering the Call

Banks and credit unions are behind in this market, they have not
made it simple for businesses to get paid which is allowing
consumers to drive payment choices. The places they are sending
their clients to are becoming banks (Square, QuickBooks).

Cash Optimization and Universal Payments are Crucial

What's needed is a single view where business users can manage
all of their cash positions, send and receive payments, optimize

cash by delivering predictions and actionable insights that support
its specific needs.
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The War for Merchants

R MMMMMM i n g mm
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(=) Square / / /

stripe

amazon *
P payPal v
() shopify e

CORNERSTONE ¥ Relationship starting point

NINIK

v

SOURCE : “Billionaire Jack Dorsey ‘s Square Launches A Small Business Checking Account’ ; by Ron Shevlin; Forbes; 7/20/21
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Your payments, banking, and
cash flow. Working as one.

Get started

Already on Square? View my account.

Square, Inc. is a financial services company, not a bank. Banking services are provided by Square’s

banking affiliate, Square Financial Services, Inc. or Sutton Bank; Members FDIC.




Sell, save, spend, and borrow
as fast as you need to.
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5"-‘ $0 overdraft fees ¥ $0 opening deposit

8 $0 monthly account fees

® $0 minimum balance




SMB payments (flows) dictate
cash flow, which determines
credit-worthiness, which
qualifies opportunities for
lending and financing short-
term working capital needs..




Business banking for all.

Serving the business spectrum of today.
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Individual Large Business




£ REUTERS
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August 11, 2021
1n:14 AM EDT
Last Updated 2 months ago

Finance

Citigroup tries hand as
matchmaker for U.S. small
businesses and local banks

2 minute read By David Henry

y B O = &

SOURCE: https://www.reuters.com/business/finance/citigroup-tries-hand-matchmaker-us-small-businesses-local-banks-2021-08-11/




{..: REUTERS
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“Citigroup has saved money by cutting
back on branch buildings and staff in
favor of offering deposit and credit card
accounts online. The strategy has left it
with fewer places where smaller
businesses might talk with lending
officers who know their communities.”




Square has started keeping 30% of some retailers’ payments at the
worst possible time

, [ ]
By Jordan Valinsky, CNN Business Square’ JaCk Dorseys Pay Servlce’ Is

@ Updated 8:45 AM ET, Tue June 23, 2020 Withholding Money Merchants Say They
Need

Small businesses say the Twitter chief’s other company is holding
on to 30 percent of their customers’ payments during the
pandemic.
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NEWS

Cash App scam could wipe out your bank
account

He couldn’t find a phone number to call, and
000000 Cash App doesn’t have live customer support,
so Harrison sent an email.

“I reach out to Cash App, and they took about
two days to get back to me,” Harrison said.
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The needs of SMBs are
more complex and nuanced
than that of consumers.




That complexity requires
relationship of an order and kind
that is more intensive and
demanding because the stakes are
higher. Not just between Fl and SMB,
but among people at the SMB
growing the business together.




Hdigitalintimacy




o Group Chat © Group Chat
Exe /es /es

A¥O04/OUTUBTINS

~
| recieved a payment request Hey team! I've reviewed your wire BA”K QEP

from our new international request and everything looks
vendor this morning. N good to go.

M, Conversations for Business

11:30 AM Great, thanks Eric!
[ ] [ ] . 11:35 AM
Yes, can you send a wire request for
end big wires

a Sounds good, I'll approve it!

with confidence. o

Tues, Aug 18

Sure thing George, I'll set that
| . Ny
UD. now: Y",e should confirm with Fantastic! I'll let the vendor know
Eric that it's correct. - :
that the money is on its way.

Wire Transfer
International Vendor - $1.7 M
@ Unapproved View & Approve
Perfect, looks good on my end!

son -

11:32 AM

SECURELY

Wire Transfer APPROVED
International Vendor - $1.7 M

61 Approved W‘ QE

@ Type a message @ Type a message
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