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Research questions

How do companies How is KYC perceived What is perpetual
approach KYC today? across the wider business? KYC?
What are your key How are attitudes What are the perceived
compliance challenges? evolving? benefits of pKYC?
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Research sample and method

Traditional Finance 12 5 8 -
Fintechs 6 2 4 _
Corporates & Professional Services _
-——ﬂ

In-depth interviews with 60 senior decision-makers within 58 firms
across 9 countries and 3 key business sectors
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Compliance

as the general discipline
/ department name

Customer Due
Diligence (CDD)
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What's in a name?

closely associated
with...

AFC Anti-Financial Corruption

FCP Financial Crime Prevention

ABC Anti-Bribery & Corruption

ANML Anti-Money Laundering

CFT cCountering the Financing of Terrorism

TPE Third Party Evaluation
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Broader context varies by industry

* Need to step up digital
transformation to improve
competitiveness

* Hindered by outdated
systems and staffing
challenges

Traditional Finance

Well-equipped for
digitalization, but under
pressure to grow fast

Have to enter new markets
with stiff competition and
regulatory constraints

Struggle to attract skills
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Corporates &
Professional Services

Very strong economic
headwinds, impacted by
post-Covid recovery and the
war in Ukraine

Supply chain risk higher than
ever




Common across all sectors

[ Regulatory tightening ]

[ Heightened risk ]

[ Desire to be competitive ]

Boards taking an ‘enlightened’
view of KYC investment
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Negative
[ “If it ain’t broke, don’t fix it” ]

ONLY action if the regulator makes
it a requirement

Widespread feeling they could
be doing better!

Struggle to get sign off on
KYC investments
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3 in 4 firms rate themselves poor or mediocre

Three-quarters rate themselves ‘poor’ or ‘mediocre’

AN
4 A

A quarter of respondents
rate themselves ‘poor’

/—/H

17%

7%
6% 6%
2% 2%

1 out of 10 2 out of 10 3 outof 10 4 out of 10 5 out of 10 6 out of 10 7 out of 10 8 out of 10 9 out of 10 10 out of 10

Only one quarter rate
themselves ‘good’ or better
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KYC challenges

Data quality & privacy concerns

Balancing compliance effectiveness with customer experience

Primary
o challenges
O
S Staffing challenges: Finding and keeping experienced people
5
o
£
Keeping up with fast-changing regulations
Dealing with Opelrsgglg | Achieving Costs of fulfilling Secondary
false positives 9 culture of KYC KYC obligations challenges

environment
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Is KYC more likely to be viewed as

a ‘good cost’ that delivers ROI, or

a ‘bad cost’ that throws money into
a regulatory black hole?

MOODY'S ANALYTICS Perpetual KYC: Transforming risk & compliance, 03-29-2023 9



The bad news...

» Bad cost

» Necessary evil

» Something of a pain

» Labor intensive

» EXpensive

» Challenging to add value

» Siloed approach

» Disrupts the customer experience

» Like going to the dentist
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The good news...

» Around half perceive KYC as an investment,
or ‘good cost’

» Customer relationships benefits
» Ensures the integrity of operations

» A ‘compliance culture’ matters:
- compliance teams feel more valued

- consulted by the business rather than ignored or treated
as an obstacle

- acknowledgement of the commercial contribution
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Offensive Defensive

‘Offensive’ mindset ‘Defensive’ mindset

Less frequently encountered!

Believe in KYC as an opportunity to get closer to customers

Emphasise the customer experience and relationship management aspects
Have a culture of KYC driven by a senior champion

* Tend to see KYC mainly as a risk avoidance exercise
» Emphasize the compliance and reputation management aspects of KYC

* More conservative and traditional approach
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Level of C-suite attention

is a function of...

8 + 4

Sophistication level Experience of fines
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Perpetual KYC is the practice of maintaining
accurate client data, through updates based
on changes in clients’ behaviors and
circumstances in near real-time.
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Only 4 in 10 companies fully understand
the term ‘perpetual KYC’

Are fully aware

Are not aware

Are somewhat aware
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Five attributes of pKYC

0 N (o)
) &

Ongoing Continuous Trigger-based Real-time Automated
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One thing firms would most like
to improve around KYC

Lower sophistication firms Mid sophistication firms Higher sophistication firms

« Automation of KYC workflows * Asingle source of data

* Faster onboarding * Improved customer experience

* Reduced error rates « Greater standardization across countries
* Less paper usage « Better quality and more up to date data

* Introducing ongoing monitoring * Integrating crypto more effectively

+ Digital customer ID verification « Achieving a ‘compliance culture’
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PKYC benefits pyramid

Increased ability to
cross and upsell

[ ASPIRATIONAL ] [ TRANSFORMATIONAL ]

Better user experience Greater intimacy /
to increase retention insight into customers

Improve risk
identification and
mitigation

Tailor your approach to
your own risk appetite

MOTIVATIONAL DIFFERENTIATORS

More satisfied internal More effective control
staff of KYC overall

Fulfil your regulatory Easily meet stricter
obligations future regulations

[ FOUNDATIONAL ] [ TABLE-STAKES ]

Reduce operational Peace of mind (incl.
costs better reputation mgt.)
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Key takeaways
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3 in 4 firms rate themselves poor or mediocre

Three-quarters rate themselves ‘poor’ or ‘mediocre’

There is plenty of room
for improvement!

MOODY'S ANALYTICS Perpetual KYC: Transforming risk & compliance, 03-29-2023 20



Almost half see KYC as a
‘good cost’ that delivers ROI
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Offensive Defensive

‘Offensive’ mindset ‘Defensive’ mindset

* Less frequently encountered!
+ Believe in KYC as an opportunity to get closer to customers
+ Emphasise the customer experience and relationship management aspects

+ Tend to see KYC mainly as a risk avoidance exercise
+ Emphasize the compliance and reputation management aspects of KYC

« Have a culture of KYC driven by a senior champion * More conservative and traditional approach

Mooby’s

Perpetual KYC: Digitally transforming risk and compliance | Dr. Christine Bailey: Senior Director & Head of KYC Marketing ANALYTICS

MacBook Pro
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You can get C-suite
attention

MOODY'S ANALYTICS

Level of C-suite attention

is a function of...

$
B
xperience of fines

Mooby’s

Perpetual KYC: Digitally transforming risk and compliance Dr. Christine Bailey: Senior Director & Head of KYC Marketing ANALYTICS

oooooooooo
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The power of pKYC is not
yet fully understood

MOODY'S ANALYTICS

Only 4 in 10 companies fully understand
the term ‘perpetual KYC’

Mooby’s

ual KYC: Digitally transforming risk and compliance | Dr. Christine Bailey: Senior Director & Head of KYC Marketing ANALYTICS

oooooooooo
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There are five attributes
of pKYC
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Five attributes of pKYC

Mooby’s

Perpetual KYC: Digitally transforming risk and compliance | Dr. Christine Bailey: Senior Director & Head of KYC Marketing ANALYTICS

oooooooooo
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A pKYC approach has
the potential to be
transformational
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pKYC benefits pyramid

Increased ability to
cross and upsell
ya \
Better user experience Greater intimacy /
to increase retention insight into customers

Improve risk
Tailor your approach to
your own riek appetits identification and

mitigation
MOTIVATIONAL 7 \ DIFFERENTIATORS

More satisfied internal More effective control
staff of KYC overall

-\

Fulfil your regulatory Easily meet stricter
obligations future regulations

FOUNDATIONAL TABLE-STAKES

Reduce operational Peace of mind (incl.
costs better reputation mgt.)

ASPIRATIONAL TRANSFORMATIONAL

Mooby’s

Perpetual KYC: Digitally transforming risk and compliance | Dr. Christine Bailey ANALYTICS

MacBook Pro
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Everyone is on a journey to digitally
transform risk and compliance
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