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Since the dawn of the fintech era, the banking industry has treated these new players primarily 

as potential disruptors to be fended off, or as tech laboratories to be emulated or acquired. But 

now, as fintech broadens in scope and matures as an industry of its own, there’s more room for 

a middle-road option: partnership.

Such partnerships, which can take a wide variety of forms, can create clear benefits for both 

sides—fintechs stand to gain legitimacy in the market and access to capital to accelerate their 

growth, while banks typically get their hands on more advanced technology to help them meet 

customer demands for ever better and more personalized experiences.

This month’s BAI Executive Report focuses on the evolution of the banking-fintech relationship 

toward stronger partnerships.

A key element in these strengthening ties is the growing trend of bankers crossing over to 

the fintech side, whether for the adventure or for the potential payout. In doing so, they bring 

valuable insider perspectives on what banks and credit unions are seeking from fintechs as well 

as the personal connections needed to establish those partnerships.

Our lead article, from contributing writer Edmund Lawler, explores the crossover effect along 

with other trends taking shape in the bank-fintech space. Near the top of that list is the 

ever-present question “Build it or buy it?” when it comes to adopting new technology for cus-

tomer-facing use or for the back office.

Lawler quotes one ex-banker, now on the fintech side, who boils down the decision to a binary: 

If you are trying to solve a problem unique to your business, build your own solution, and if  

your problems are essentially the same as everyone else’s, buy the fix. “Building a solution takes 

a lot of time,” the ex-banker says. “By the time you release it, you are already two years behind 

your market.”

For this Executive Report, I interviewed fellow Chicagoan Randy Rivera, a former banker who 

now heads a not-for-profit that promotes fintech collaboration in the Midwest. Our conversation 

covered everything from the benefits of expanded partnership and the maturity level of the 

fintech space to the trend toward aggressive acquisition among some banks. 

We also discussed some of the areas where financial institutions and fintechs are having trouble 

finding a good fit. In Rivera’s view, one of the bigger challenges to innovation comes from the 

bank regulatory side, which tends to resist anything but the most proven technologies. “(Banks) 

don’t have regulatory wiggle room to make mistakes, and fintechs can’t experiment … to see if 

their idea works,” he says.

An article by contributing writer Katie Kuehner-Hebert digs into regulatory concerns about 

customer privacy, data security and other issues as banks and fintechs increasingly work to-

gether and share more information. She spoke with a number of experts about how to best 

navigate the tricky terrain.

“The more banks allow third parties to access their core processing systems, the more oppor-

tunity there is for exposure to a cyber event,” one of those experts told her. “Banks need to 

be concerned with legal and technological security issues and follow appropriate policies and 

procedures to protect against breaches or similar cybersecurity events.”

Here are a few additional highlights from this Executive Report:

» Norm DeLuca from Bottomline Technologies writes about the accelerated pace of 

change in consumer behavior caused by the COVID-19 crisis, and how fintechs are 

taking advantage of those changes. He says financial institutions need to fast-track 

their digital capabilities—either in-house or in collaboration with outside partners—to 

maintain that all-important customer relationship.

» J.J. Slygh from Total Expert acknowledges that some fintechs overpromise and un-

der-deliver on the innovation side when partnering with financial institutions. He 

highlights a series of customer-centered qualities that banks should consider when 

deciding which fintech firms to team up with.

» And Tom Nelson, chief investment officer at Reich & Tang Deposit Networks, shares 

his perspectives on the deluge of deposits hitting banks and credit unions, largely as 

a result of pandemic-related federal funding. He also outlines how partnerships with 

fintechs and others can help these institutions plan for a future in which liquidity may 

be far less abundant.

Thanks for reading, and feel free to email me to let me know what you think.

LETTER FROM THE EDITOR

Terry Badger, CFA, is the managing editor at BAI.
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BY EDMUND LAWLER

Teaming up with 

the competition

Once viewed with suspicion, 

fintechs are an increasingly 

valuable resource for banks.



list of, say, 20 different fintechs,” Ness says. Further 

research and rigorous testing allow his four-member 

team to narrow the list down to one or two fintechs 

to recommend.

To learn about the best fintech talent, the bank’s in-

novation R&D team relies on a partner ecosystem 

of about 20 venture capitalists, accelerators and 

private-equity banks. The team has curated this eco-

system over a number of years. 

“Eighty percent of the time, the fintech already has 

a solution we like, and we just want to implement 

it pretty quickly,” Ness says. “We will do some work 

on our side that allows the fintech to quickly stand up 

its solution.”

Financial services organizations have an ever-grow-

ing array of fintechs to consider as consumers 

increasingly embrace digital channels during the pan-

demic. According to a report by S&P Global Market 

Intelligence, investors poured $17.8 billion into private 

U.S. fintech companies in 2020, up from $14.8 billion a 

year earlier.

Fintech founder Booshan Rengachari spent three and 

a half years as a technology manager at Wells Fargo, 

the nation’s third-largest bank, before leaving in 2012 

to start a fintech. “I was working at one of the largest 

banks in the U.S., and it had huge tech challenges with 

its 30- to 40-year-old mainframe system,” he says. “I 

thought, ‘If one of the biggest banks is having those 

I
n the past couple of decades, as fintechs have 

emerged as a distinct group, bankers have 

typically viewed them as competition. But that 

us-against-them mindset has been evolving 

into more nuanced relationships.

David Ness, vice president of innovation research and 

development for U.S. Bank, regards agile tech play-

ers as valuable partners in helping his organization 

achieve its goals and enhance customer engagement. 

“When I’m thinking through a problem, I look to the 

fintech space to see what solutions are out there,” 

he says.

Minneapolis-based U.S. Bank, with $553 billion in assets 

and more than 70,000 employees, has the internal 

resources and capabilities to build its own solutions. 

But earmarking resources to create solutions in a tight 

time frame doesn’t always make the most sense. In 

those cases, it may be better to buy it than to build it.

U.S. Bank leverages the technological prowess, small-

bore focus and turn-on-a-dime execution of fintechs 

for everything from helping improve the credit- 

decisioning process to preventing synthetic identity 

fraud. Ness says the challenge is identifying the right 

fintech to solve the specific problems that the bank’s 

two dozen business units bring to his attention.

“A business line tells us, ‘I have this pain point, and I 

need a solution for it as quickly as possible.’ My team 

finds the relevant players in that space and curates a 

DAVID NESS 

U.S. BANK 

BOOSHAN RENGACHARI 

FINZLY
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If you are doing something 

commoditized, ... there is 

absolutely no reason to 

build it. Building a solution 

takes a lot of time. By the 

time you release it, you 

are already two years 

behind your market.

BOOSHAN RENGACHARI, FINZLY

’’

’’ transformation, and so have the fintechs themselves. 

They understand that if they don’t have a bank part-

ner, they don’t have a fintech,” he says.

“Some may believe they are going to disrupt the bank-

ing industry out of existence, but  the ranks of those 

fintechs are few and far between these days. They 

need their banking partners.”

kinds of challenges, what are regional and community 

banks facing?’” 

Rengachari’s Charlotte, North Carolina-based fintech, 

Finzly, initially focused on international payments. 

“When it comes to payments, banks are using old 

technologies,” he says. “The customer experience is 

totally fragmented. Making a payment should be as 

easy as ordering as a pizza.”

For Rengachari, the “buy it or build it” dilemma is easy 

to resolve. “I have seen both sides of the question,” 

he says. “You need to build if your business is truly 

unique. But if you are doing something commoditized, 

which is very common across the industry, there is ab-

solutely no reason to build it. Building a solution takes 

a lot of time. By the time you release it, you are already 

two years behind your market.”

Lead Bank, a $750 million community bank in Kan-

sas City, Missouri, partnered with Finzly earlier this 

year by implementing the fintech’s cloud-based 

Payment Hub to enhance the bank’s payment and dig-

ital capabilities.

“It has been tremendous working with them,” says 

Lead CEO Josh Rowland. “When you talk about fin-

tech partnerships, you have to accept that this is 

not an activity that you switch on and switch off—at 

least not yet. You have to construct the infrastructure  

and make sure the compliance is built-in from the 

ground up.”

Finzly, he says, has been responsive and helpful. 

“That’s the threshold test: Are you willing to slow 

down your development to ensure high compliance 

standards? If they balk at that, then they are not the 

right partner for a bank. Our fintech partners under-

stand the imperative to build sound and safe systems.”

David Tuyo, president and CEO of University Credit 

Union in Los Angeles, says the most promising part-

nerships between fintechs and financial services 

organizations involve the application of artificial 

intelligence and machine learning. UCU, which has 

$922 million in assets and 45,000 university-affiliated 

members in four Western states, partnered with two 

fintechs to introduce an AI-powered digital assistant 

in July 2020.

Tuyo says the digital assistant has already produced 

encouraging results, with 26% of calls to the contact 

center completely automated today and a project-

ed increase to as much as 60% in the next year. The 

credit union has also experienced a 13% increase in 

Edmund Lawler is a BAI Banking Strategies contributing 

writer based in New Buffalo, Michigan.

the number of completed online loan applications, as 

fewer applicants abandoned the online loan process.

Another promising growth area for fintech partner-

ships is regulatory technology, Tuyo says. “As the 

compliance landscape continues to get more complex, 

it’s become a pain point for smaller financial institu-

tions trying to keep up with the rate of compliance. 

Regtech will make that less of a burden.”

Lead Bank’s Rowland is convinced the antipathy and 

suspicion that once characterized the banking-fintech 

relationship are in the past. “Banking has undergone a 

DAVID TUYO 

UNIVERSITY CREDIT UNION

JOSH ROWLAND 

LEAD BANK
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BY NORM DELUCA

Reclaiming the 

relationship

Amid changing consumer behavior and 

competition from fintechs, banks must 

rethink the customer connection.



firm PwC, just 17 percent of 500 executive leaders of 

banks worldwide said they were “very prepared” for a 

shift to a customer-centered banking experience.

To manage this acceleration toward customer-cen-

tricity, financial institutions must first understand that 

the general ledger, not the bank account, acts as the 

primary system of record for financial management. 

A massive amount of capital innovation, rapid growth 

and value creation is built into a growing, and increas-

ingly more open, ecosystem that is centered around 

ownership of this general ledger.

MOVING INTO FINANCIAL MANAGEMENT

Legacy banks see fintechs as marketplace disruptors—

and they are, but a change in perspective is necessary. 

stake is nothing less than the ability to compete at the 

speed and scale necessary in the current environment. 

Banks must prioritize the insights and intelligence re-

quired to meet accelerating customer expectations 

for engagement, personalization and actionability.

Competition for customer relationships is coming 

from emerging fintech players that are proving that 

they can, and will, chip away at banks’ market share. 

The situation is reminiscent of the early days of 

streaming services, when Netflix and Hulu emerged 

to challenge the existing customer relationship for TV 

and movie content. They did this by leveraging inno-

vative technologies, swift time to market, and simple 

but engaging user experiences. 

The lesson for banks is that nonbank providers have a 

playbook to reference as they offer a la carte options 

that have the potential to erode the core banking fran-

chise. Fintechs are, in fact, strengthening their grip in 

the market. The experience of living through a pan-

demic has influenced the willingness of U.S. financial 

decision-makers to use nonbank providers for their 

financial needs. 

According to surveys conducted by consulting firm 

McKinsey & Company, use of all fintech types—in-

cluding payments, investments, lending and digital 

banking—increased during the COVID-19 crisis. Not 

surprisingly, it’s been a movement led by younger 

Americans. Generation Z and millennials use fintech the 

most overall, according to McKinsey, but a substantial 

number of baby boomers (more than one-quarter of 

respondents) also rely on some sort of fintech account.

THE EVOLVING RELATIONSHIP CENTER

The rise of fintechs and the corresponding digital 

acceleration are having an impact on the relationship 

between banks and their customers. The bank deposit 

was traditionally the center of the relationship, with 

online banking acting as the delivery module of the 

deposit. But the emergence of fintech players and 

new banking alternatives has weakened the value of 

the deposit overall, increasing the need for banks to 

redefine relationships and customer engagement. 

In our view, banks are underestimating the headway 

that fintechs are making in trying to separate them 

from their customers. Some evidence: In 2019 alone, 

PayPal provided $10 billion in loans to small business-

es, with Amazon and Shopify not far behind at $5 

billion and $2 billion, respectively. According to 2020 

research from assurance, advisory and tax services 

C
ustomer behavior has gone past the 

pace of evolution. The pace of change in 

that behavior, especially as it relates to 

the financial services industry, is better 

described as a full-on acceleration. Some of this accel-

eration is due to the societal and economic changes 

caused by the pandemic. But rather than stand in awe 

of this transformation, banks must make changes in 

how they engage with their customers.

Banking customers—both consumers and business-

es—are forcing financial institutions to rethink their 

services ecosystem with the goal of maintaining 

ownership of the primary customer relationship. At 

According to 2020 research 

from assurance, advisory 

and tax services firm PwC, 

just 17 percent of 500 

executive leaders of banks 

worldwide said they were 

“very prepared” for a shift 

to a customer-centered 

banking experience.
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Banks must view fintech challengers as potential part-

ners and look for opportunities to collaborate. 

Both sides must look at each other as service provid-

ers for their respective offerings, with fintech bringing 

new technologies and capabilities. Savvy banks will 

partner to gain access to products and services 

that extend more deeply into the everyday financial 

management operations of all businesses to increase 

relevance and primacy.

Businesses of all sizes, from small businesses to large 

multinational corporations, are demanding more in-

tegrated financial management solutions. They’re 

recognizing that bringing receivables, treasury and 

payments together has immense value for the bank. 

Combining these services supports unmatched ana-

lytics, giving banks visibility into the entire cash life 

cycle, from fraud to spend management, vendor man-

agement and cash-flow forecasting. 

As banks vie to retain primary ownership of the bank-

ing customer, they must reclaim the center of the 

financial relationship. And, to do so, they need to use 

data to bridge the information gap between themselves 

and their customers—empowering users to engage in a 

deeper, more meaningful relationship with their banks. 

Banks entering the post-pandemic economy have an 

opportunity to take stock of the fundamental changes 

that have taken place over the past 18 months, and 

to assess how they might best adapt to those chang-

es. The most successful among them will prioritize a 

unified view of the customer relationship. They will 

harness the transaction data needed to understand 

customers, drive deeper loyalty and cross-sell addi-

tional services. Without these capabilities, banks will 

lag behind their many competitors. 

Embracing the opportunity to become advisors and 

move beyond execution will prevent fintechs from 

picking off the value-added services that banks can 

provide. Banks must become partners with solutions 

that integrate, streamline and simplify. Helping to 

organize and present services to their business cus-

tomers in a more coherent and intelligent manner is 

the only way forward in the battle for primary owner-

ship of the changing customer relationship.

Norm DeLuca is general manager for banking solutions for 

Bottomline Technologies, which is working to transform 

business payments and processes for companies and 

financial institutions around the world.

Use all you know about your business customers 

to give them a great banking experience 

As business banking goes digital, you can’t take a single  

customer for granted. You can’t win on rates or range of  

services. You have to win on customer experience.

That’s what Digital Banking IQ™ is all about:

•  Turn customer data into insight and action

•  Guide your advisors and customers towards  

the most relevant offers

•  Integrate fintech partners to enrich your services  
while retaining the customer relationship

Accelerate digital.  
Your business banking  
transformation starts here.

Be their

favorite bank

Let’s talk. 
bottomline.com      
+1 800.243.2528     
info@bottomline.com

39% 
of businesses think their 
bank understands them. 

90%  
wish they did.

Barlow Research
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A closer fit 

for banks and 

fintechs

“Everyone has realized that there‘s more to 

win from collaboration and partnerships 

than there is from resisting change.”

BY TERRY BADGER, CFA



RANDY RIVERA 

FINTEX 

BAI: Banks used to view fintechs as rivals, but in 

more recent years, it looks like that perspective 

is changing. How would you characterize the 

relationship now?

Rivera: There’s just a lot more openness across both 

sides for the opportunity to work together where 

there’s overlapping interests and goals, and I think a 

lot of that’s driven by a lot of dynamics that are go-

ing on in the market. Some of it is technology related. 

We’ve seen strides across various level of subindus-

tries within fintech and what technology can do. 

COVID really pushed a lot of companies to accept 

digital transformation. For fintech and companies and 

individuals focused on disruptive innovation, it vali-

dated the business case for the need to really take a 

more consumer-centric approach toward creation of 

products and the evolution of products and solutions 

for customers. Whether it be a large money center 

bank or a regional community bank, everyone has re-

alized that there’s more to win from collaboration and 

partnerships than there is from resisting change.

How would you characterize the maturity level 

of the fintech space on the whole? Putting it in 

people terms, should we look at fintech being a 

fresh-faced teenager, or a striving young adult, or 

perhaps is it starting to slip into middle age?

I would say that we’re probably in the teenage years 

or preteen, if you wanted to go back and look at when 

some of the real disruption started happening. And 

there’s a lot of teenage angst, I would say, in terms of 

some of these companies, how they’re evolving and 

F
intech is no longer all about creating dis-

ruption, and banking is no longer all about 

holding the line against that disruption. Now, 

much of the quest to remake financial ser-

vices is being done in niche partnerships.

BAI recently spoke about how relationships between 

banks and fintechs are evolving with Randy Rivera, ex-

ecutive director of FinTEx, a Chicago-based nonprofit 

group promoting fintech collaboration and innovation 

in the Midwest.

The interview has been edited for length and clarity.

growing. And if you want to continue with that analogy, 

the incumbent banks feel like parents or grandpar-

ents. And so it’s an interesting analogy because what’s 

starting to happen is that the incumbents are realizing 

that they can no longer ignore these entities and this 

movement. 

I don’t want to take this analogy too far, but that’s what 

happens when a teenager becomes an adult—the par-

ent and child relationship changes. In this particular 

case, where you’re trying to describe the relationship 

between a mature incumbent versus a maturing fin-

tech industry, necessity will drive the conversation in 

a way that I think will continue to lead to partnership.
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for that customer set, and you’ve created a situation 

where you can deliver that product in a regulatory- 

friendly way, but how do we put it on our platform in a 

way that we can be confident it will work all the time?” 

One of the challenges that the partnership environ-

ment will face is we really do need an environment 

where fintechs and banks sit on the same side of the 

table, trying to engage regulators and the people de-

signing the laws around financial services so that we 

can encourage innovation. It’s going to be a contin-

uous challenge for the partnership dynamic between 

incumbents and fintechs because incumbents don’t 

have regulatory wiggle room to make mistakes and 

fintechs can’t experiment with much larger popu-

lations of customers to see if their idea works. That 

bridge is really tough to build.

Some banks have been very aggressive on acqui-

sitions of fintech companies. What do you think is 

driving the acquisition trend and where do you see 

it going?

I think full acquisition of a fintech is going to continue 

to happen when an idea has been tried and true, the 

executive team is strong and the platform has been 

validated. It’s going to occur because of the natural 

limitations of technology budgets—it’s a lot easier to 

go buy a company that’s doing well than try to build 

it from scratch. I also think there’s going to be more 

done internationally, as you see some of the U.S. banks 

now trying to go abroad. 

Incumbents are going to prefer the route of acquisi-

tion. The question and the challenge is going to be, 

if you do make an acquisition of a company, will you 

be able to retain the benefits of the culture of that 

company, the way that company thinks, its innova-

tive approach and the talent that ultimately drives all 

of that? If you can, then you’re winning in the long  

run. If you can’t, it’s good for the fintechs and tough 

for the incumbents because a lot of money is going 

to be spent.

partnerships. I think that banks and fintechs are re-

garding each other more as peers now, understanding 

that these fintech businesses aren’t small businesses 

anymore. They’re not tiny startups and attempts at a 

crazy idea—they’re pretty well-supported businesses 

that are generating real economic value.

Even when there’s a desire to partner, sometimes 

there are obstacles or integration issues. What are 

some of the areas where banks and fintechs are 

having a hard time finding a good fit?

On the larger institution side, there is a tendency and 

an ability to just build it yourself. That’s friction that 

exists, and you can’t undo that. And the regulatory 

environment is not friendly toward inviting a lot of 

change unless it absolutely works. One of the chal-

lenges that you’re seeing in a lot of these partnerships 

is, “Yeah, the idea seems to work and it could work Terry Badger, CFA, is the managing editor at BAI.

A number of highly placed bankers have joined 

fintechs in recent years. How much is having 

that banker’s mentality and experience on the  

fintech side contributing to the growing partner-

ship trend?

I think it’s accelerating a lot of it for one very basic 

reason: Relationships matter. I think you’re going to 

continue to see this trend of people crossing over, 

and you’re going to see a cultural change at the senior 

levels of banking institutions that has been difficult 

to accomplish to date because there has been a re-

sistance to all the change that the industry is going 

through. If I’m an executive and I can go in and be the 

head of product at a fintech for three to four years and 

then come back and work at banking, it’s not looked 

down upon anymore. 

This will inevitably change the dynamics of the in-

dustry, with a broader impact on banking and fintech 

One of the challenges 

that the partnership 

environment will face 

is we really do need an 

environment where 

fintechs and banks sit on 

the same side of the table, 

trying to engage regulators 

and the people designing 

the laws around financial 

services so that we can 

encourage innovation.

RANDY RIVERA, FINTEX

’’
’’
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KATIE KUEHNER-HEBERT

Learning to play 

a new game

Through partnerships and acquisitions, 

fintechs are increasingly challenged by 

banking’s tight regulatory structures.



Fintech partnerships offer many advantages, includ-

ing a culture of innovation, nimble processes, speed 

to market, disruptive mindset, absence of legacy 

systems and technology expertise, Grundy says. 

However, these otherwise positive attributes can also 

present significant challenges, given that new tech-

nologies and marketing strategies can generate a 

large amount of business very quickly.

“Banks that enter into fintech partnerships on Day 

One need to be ready to run, and run fast, on legal,” 

he says. “If you enter a contract unprepared, playing 

catch-up may result in significant regulatory issues. 

Having the right project managers and compliance 

subject-matter resources in place internally should be 

part of the overall initial plan for building a successful 

fintech partnership.” 

When considering whether to partner with fintechs 

to offer products or services, banks need to examine 

whether the relationship fits into the bank’s business 

strategy and whether the activity can be conducted 

in a compliant manner, says Greyson Tuck, a banking 

consultant, attorney and board member of  Gerrish 

Smith Tuck PC in Memphis, Tennessee.

“The more banks allow third parties to access their 

core processing systems, the more opportunity there 

is for exposure to a cyber event,” Tuck says. “Banks 

A
s fintechs broaden their product sets and 

partner more closely with banks, the once-

clear line where “fintech-ing” ends and 

banking begins is increasingly muddled, 

raising questions about customer privacy, data securi-

ty, compliance and other issues.

“There are no shortcuts here—whether it’s a fintech 

or a bank that’s 100 years old, regulators are there 

to ensure compliance with applicable law and best 

practices,” says Brian S. Korn, partner and head of fi-

nancial services transactions, fintech and blockchain 

at Manatt, Phelps & Phillips LLP in New York.

Some fintechs are even buying banks for their char-

ters. In March, San Francisco-based digital personal 

finance company Social Finance Inc. announced a deal 

to buy the $150 million-asset Golden Pacific Bancorp 

Inc. in Sacramento, California. SoFi aims to obtain a 

national bank charter so that it can accept lower-cost 

deposits to fund its loans.

For both the fintech and the bank employees who 

remain, such acquisitions can bring compliance, 

operational and even cultural challenges. We spoke 

with several experts about the best ways to navigate 

both routes.

BANK/FINTECH PARTNERSHIPS

Banks partnering with fintechs must evolve their com-

pliance and third-party management processes to 

successfully manage the relationship, says Tom Grundy,  

senior director for U.S. advisory services at Wolters 

Kluwer in Minneapolis.

BRIAN S. KORN 

MANATT, PHELPS & PHILLIPS LLP 

TOM GRUNDY 

WOLTERS KLUWER 

AUGUST 2021BAI EXECUTIVE REPORT

13   |   BANKINGSTRATEGIES.COM

https://www.linkedin.com/in/greyson-tuck-7b0a15a3/
http://gerrish.com/
http://gerrish.com/
https://www.linkedin.com/in/brian-korn-bb17864/
https://www.manatt.com/
https://www.sofi.com/
https://www.goldenpacificbank.com/
https://www.goldenpacificbank.com/
https://www.linkedin.com/in/thomaswgrundy/
https://www.wolterskluwer.com/en
https://www.wolterskluwer.com/en
https://www.bai.org/banking-strategies
https://twitter.com/BAI_Info/
https://www.linkedin.com/company/bai/
https://www.facebook.com/BAI.Info/


“Many banks have legacy issues that need to be re-

spected and dealt with,” Korn says. “I think fintechs 

have to be very careful.

“Fintechs that purchase banks add new responsibili-

ties—for compliance, safety and soundness—to their 

existing efforts to scale customer growth and profit-

ability,” he says.

“The culture of most banks needs to be integrated 

with the fintech so that the transaction can be a true 

win-win situation. The bank is not just a charter or a 

building—it’s the employees and the culture of com-

pliance that they bring to their jobs.”

need to be concerned with legal and technological 

security issues  and follow appropriate policies and 

procedures to protect against breaches or similar cy-

bersecurity events.”

Banks also need to determine whether a fintech 

partnership would help the institution accomplish its 

overall corporate business strategy.

“For example, if you’re a bank that’s not fond of con-

sumer lending, it probably does not make sense to 

partner with a fintech whose whole strategy is point-

of-sale consumer  financing,” Tuck says. “If that’s not 

part of your fundamental business  focus, there is 

a likelihood that you don’t have all the processes in 

place to comply with the applicable regulations.”

Regulators expect banks to exert “clearly com-

municated governance” over the fintech partner’s 

management of customer relationships, Grundy says.

At a minimum, this means tracking all marketing re-

lationships that essentially act as a fourth party to 

the partner bank; proactive approval of all outgoing 

marketing and consumer communications content; 

monthly reporting of key performance and risk met-

rics; clear agreement on processes for managing and 

responding to consumer complaints; and ongoing, 

scheduled monitoring and testing of transactions.

Regulators are also keeping an eye out for fintechs 

that are trying to take shortcuts, Korn says: “They are 

watching for companies that are taking a different 

Katie Kuehner-Hebert is a BAI Banking Strategies 

contributing writer based in Running Spring, California.

interpretation of rules and licensing laws than their 

peers. And the number one driver of regulatory activi-

ty is always customer complaints.”

FINTECHS BUYING BANKS

There has been a marked increase in the number of 

fintechs that are looking to acquire community bank 

charters, Tuck says, “but a fintech can’t just come in 

and buy a bank.” During the approval process, regula-

tors scrutinize the fintech to assure that it can run the 

bank in a safe, sound and compliant manner.

“A lot of fintech executives aren’t seasoned bankers, 

so they definitely have a steep learning curve when 

it comes to banking regulations,” he says. “Before 

applying for regulatory approval of any bank acquisi-

tion, they need to have an adequate compliance team 

in place.”

Regulators are particularly concerned about fintechs 

complying with Know Your Customer rules when es-

tablishing new accounts, Tuck says. When acquiring 

a bank charter to obtain deposits, fintechs will need 

to pay close attention to the flow of cash within the 

accounts—how much money is coming in and out, and 

what account holders are doing with that cash.

“Fintechs’ whole espoused competitive advantage 

has been that they have much less red tape, so 

they can be more nimble to do business with,” he 

says. “But once they come into this regulated world, 

that may go away. So if they acquire a bank charter, 

the challenge becomes how to maintain that compet-

itive advantage.”

Given the compliance burden involved, buying a bank 

may be too much trouble for many fintechs, Tuck says. 

Instead, they may seek partnerships with banks so 

they can keep the bulk of compliance requirements 

with the bank.

A lot of fintech executives 

aren’t seasoned bankers, 

so they definitely have 

a steep learning curve 

when it comes to 

banking regulation. 

GREYSON TUCK, GERRISH SMITH TUCK PC
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How to spot the 

right tech partner 

for innovation

Three ways to identify collaborative 

companies that can help you attract 

and engage customers.

BY J.J. SLYGH



neric, cookie-cutter services with little to no ongoing 

product innovation. For banks focused on gaining—

and keeping—a competitive edge, that’s a big deal.  

To determine whether a potential partner is dedicated 

to continual innovation, take a look at the company’s 

website. What does the mission statement say? How 

does the organization describe its services? Look for 

providers that include innovation as a part of their 

ongoing mission—not those that merely say their 

company “provides an essential service.” Providers 

often describe themselves in terms of “essential ser-

vice” when they are done innovating. 

Next, ask for real-life examples of customer relationships 

whose stated goal is innovation. Find out if the company 

has laid the groundwork necessary to respond nimbly 

to shifting customer pain points, market needs or tech- 

enabled use cases that are focused on growth. 

A bank that wants to cross-sell to its retail mortgage 

division’s customers, for instance, will need a technol-

ogy partner that specializes in mortgage and banking, 

offers pre-made integrations that queue customers 

onto their appropriate journeys and delivers a flexible 

architecture that can be customized and nuanced as 

needed for each specific use case. The provider also 

will need to have made significant investment in engi-

neering teams and code infrastructure to support this 

kind of expansion into new, real-life use cases. The 

same is true for extending into new markets, integrat-

ing with other applications, enabling user self-service 

and providing scale as needed. 

THE PARTNER’S COMMITMENT  

TO YOUR SUCCESS

Many technology platforms offer little in the way of em-

bedded, ongoing user support, and charge expensive 

fees for ongoing professional development. As a result, 

consumer experience. They depend on those compa-

nies for the skill sets, training, support and innovation 

prowess that will help take them to the leading edge. 

Financial marketers and leaders of financial institu-

tions sometimes have negative experiences with tech 

companies. You’ve probably received promises that 

failed to materialize in differentiation or measurable 

business and process improvements. Yet, you may not 

have much of a choice—it’s not until after onboarding 

is complete that you really see how a company works 

with its customers. 

But all is not lost. Despite an accelerated pace of 

change and fierce retail banking competition, there 

are ways to identify the “right” tech partners—the 

companies that will fulfill their promises when it 

comes to helping you attract and engage borrowers 

and depositors.  

Here are three things to consider when evaluating  

potential partners. 

THE COMPANY’S COMMITMENT TO  

INNOVATING WITH YOU

Is the tech company offering you services based solely 

on past innovation? If it is, then it’s likely offering ge-

M
ost banks outsource key banking op-

erations to technology companies in 

order to reduce costs, mitigate risk or 

access specialized skill sets not staffed 

in-house. But recent and rapid changes in consumer 

behavior and expectations are creating incentives for 

financial institutions to turn to technology compa-

nies for a much bigger ask: the latest and greatest in 

banking innovation, quickly deployed and effortlessly 

maintained by an outside party.

Financial institutions turn to tech companies to differ-

entiate themselves from the competition in terms of 
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support takes years off an institution’s push for return 

on investment. 

PROVEN RESULTS IN FINANCIAL SERVICES  

It’s important to work with partners who aren’t just 

good at tech—they need to know the ins and outs of 

financial services as well. 

Does the company show an understanding of the con-

nections between big topics like customer experience 

and the actual, practical technology infrastructure 

that makes for a great experience in banking? Pro-

viders that focus on your industry should be able to 

guide you in your next steps in upgrading customer 

experience based on where you are today and where 

you want to go.  

Next, check out who the potential provider works with. 

Find out if the company supports industry-leading 

financial institutions and ask for tangible examples of 

transformative improvements to customers’ business-

es. Providers that invest in gathering feedback from 

customers will have readily available data, allowing 

you to assess the company through reviews, survey 

results and net promoter score. Independent awards, 

distinctions and commendations also help you gauge 

a company’s performance. 

Using these three practices, you’ll be much better 

prepared to recognize the marketing tech and fintech 

companies whose realities closely align with their 

marketing messages—these are the ones that can 

keep the promises they make to you.

users who are trying to expand their use of the tech 

quickly reach a plateau—and often stop altogether. 

Just as important as the affordability of user edu-

cation are its breadth and accessibility. Providers 

offering only basic, in-person programs severely limit 

how quickly your users can get up to speed—or be-

come an expert—on a technology and what they can 

do with it in the long term. That’s why the best tech-

nology partners make their training curriculum rich 

and varied. They also take enablement a step further 

by arming their customers with important tools, such 

as pre-built marketing messages, content and jour-

neys, and tips and best practices. 

In marketing tech, it is a game changer for customers 

to receive ready-made marketing materials that are 

in-platform, customizable to their organization and 

consistent with industry best practices. This kind of 

J.J. Slygh is a customer experience consultant at Total Expert, 

a fintech software company that delivers purpose-built CRM 

and customer engagement for modern financial institutions.

Providers that focus on 

your industry should be 

able to guide you in your 

next steps in upgrading 

customer experience based 

on where you are today 

and where you want to go.
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BY TOM NELSON

Liquidity: Here 

today, gone 

tomorrow?

With cash pouring into deposit 

accounts, banks need to recalibrate their 

strategies and prepare for the future.



of new business formations in one year since 2004—

and with whispers of inflation picking up, the banking 

community should prepare for tomorrow’s liquidity 

needs today. Just as in the capital markets, liquidity 

is cyclical and will likely swing back in the other direc-

tion at some point.

As banks recalibrate their strategies and continue to 

focus on delivering core services to customers, exter-

nal service providers will need to play a larger role. On 

the consumer-facing side, they may need to use artifi-

cial intelligence and big data to foster a data-enabled 

customer model. On the funding side, external bal-

ance sheet management will be more crucial than ever 

to ensure stability and seamless customer service. 

Banks and credit unions across the United States still 

have too much cash on their balance sheets. Three 

rounds of stimulus checks have injected cash into the 

system faster than anything seen before in modern 

times. The days of insufficient liquidity seem a far-off 

memory for financial institutions helping everyday 

Americans, but everything in life is cyclical, and this 

includes liquidity. Balance sheet management through 

a network of banking institutions can help soften the 

edges of these cycles.

It is extremely important to estimate where liquidity 

levels will be 12, 18 or 24 months from now. Planning 

is key, along with getting the right tools, partners and 

products to help banks and their customers transition 

successfully to the future. 

Many banks are already using liquidity specialists and 

FDIC-insured cash sweep products, which allow them 

to balance the transition between excess liquidity and 

the future need for more deposits. Working directly 

with a qualified partner that facilitates a network of 

depository institutions can make balance sheet man-

agement seamless, without having to precisely match 

funding and lending or investment opportunities. 

As evidence of an evolving marketplace, the Federal 

Deposit Insurance Corporation even modernized its 

regulations on brokered deposits to accommodate 

bank-fintech partnerships. This change will be crucial 

as the banking sector looks to attract the next gener-

ation of customers. 

The FDIC’s final rule establishes a new framework for 

analyzing certain aspects of the definition of “deposit 

broker,” including what constitutes “facilitating” the 

placement of deposits and what business arrange-

ments satisfy the “primary purpose exception.” 

In a statement supporting the final rule, Acting Comp-

troller of the Currency Brian P. Brooks said, “These 

improvements to the brokered-deposit rule help 

promote greater access to financial services by sup-

porting fintech and bank partnerships and allowing a 

wider array of services to be available in the market, 

A  
record amount of cash has flowed into 

the deposit accounts of U.S. financial in-

stitutions since the coronavirus crisis hit 

in early 2020. These gains were mainly 

driven by the unleashing of hundreds of billions of 

federal dollars during the pandemic to bolster small 

businesses and individuals through stimulus checks 

and unemployment benefits.

Concerned about economic stability and with fewer 

places to spend money, many individuals and busi-

nesses began to hoard cash. Well over a year after the 

start of the pandemic, banks and credit unions are still 

sitting on too much liquidity.

Banks weathered the crisis of 2020 by quickly cre-

ating digital-first service models and implementing 

data-enabled customer strategies. Now, with so much 

cash in the pipeline, financial institutions need to 

strategically position themselves to remain digitally 

nimble in the next decade.

With the U.S. economy roaring back—the U.S. Census 

Bureau’s June 2021 report showed the largest number 

The days of insufficient 

liquidity seem a far-off 

memory for financial 

institutions helping 

everyday Americans, but 

everything in life is cyclical, 

and this includes liquidity.
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dynamic resources for banking institutions. The right 

partner will have a solid understanding of the complexi-

ties of FDIC insurance and regulatory requirements and 

work directly with institutions to provide tailored solu-

tions. Whether the solution is fully integrated into the 

core processor or operated in a less automated manner, 

a client-focused partner can create a program to fit 

each institution’s growth strategy. 

Planning now will enable banks to offer customers the 

security, trust and quality service they need for years to 

come. Ultimately, they will have to decide whether or not 

balance sheet management is an appropriate solution for 

them, but having the option is critical to operations.

Tom Nelson is executive vice president and chief investment 

officer at Reich & Tang Deposit Networks LLC (R&T), an 

independent firm dedicated solely to offering deposit and 

liquidity solutions to financial intermediaries and public and 

private investment entities.

SAFETY FLEXIBILITY CONVENIENCE

HOW IT WORKS

Reich & Tang provides balance sheet and cash management solutions to US
banks and other financial institutions.  Reich & Tang ensures ease of use by
streamlining technology with an unyielding focus on client partnerships. 

 

Client deposits are allocated to a

network of banks to allow for

extended FDIC insurance.

Financial institutions can

participate in the Send, Receive or

Reciprocal programs, with the

ability to increase or decrease the

amount of deposits on their

balance sheet at any time. 

 

DDM WORKS FOR:

Public funds/municipalities

Business/commercial accounts

Non-profit organizations

IOLTA accounts

Trusts/philanthropic accounts

Individual/Joint account holders with

more than $250,000/$500,000 in

deposits held at the bank

WWW.REICHANDTANG.COM

especially for unbanked and underbanked Americans 

for whom the easier user interface of fintech apps is a 

gateway to the mainstream financial system.”

It is no surprise that fintech relationships will continue 

to play a larger role in banking and deposit growth. 

The final rule firmly entrenched fintech into the bank-

ing ecosystem. It is now up to banks to navigate the 

benefits of these new opportunities, but they do not 

have to do it alone. 

Financial institutions should look ahead, strategize 

and prepare for what is coming next. By developing 

strategies that embrace external service providers, 

they can ensure they are well positioned to pivot and 

embrace change as the economy, regulations and cus-

tomer needs evolve at a rapid speed. Together with 

their service partners, banks can provide their cus-

tomers with a seamless and secure experience.

One of the first steps in the planning process may be to 

find a trusted liquidity specialist that offers custom and 
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