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Glossary of Terms

KBW and Nasdaq are jointly launching the KBW
Nasdaq Financial Technology Index, listed under
ticker KFTX. A total return index is also being
launched: KBW Nasdaq Financial Technology Total
Return Index.

Financial Technology (FinTech) is a relatively new
industry designation garnering increasing investor
attention. FinTech is not consistently defined and the
term is used to describe many different types of
companies classified in various industries. KFTX
leverages KBW’s financial services expertise and
Nasdaq’s long history of creating innovative,
market-leading transparent indexes to provide investors
with the most precise index representation of FinTech
available in the market.

KFTX allows investors to track and keep pace with
the acceleration and interest in FinTech through a
single index of FinTech companies.

KFTX is an equal-weighted index that tracks the
performance of companies that leverage technology
to deliver financial products and services. Their
distribution is nearly exclusively electronic, with limited
or no “bricks and mortar,” and their revenue mix is
predominantly fee-based. FinTech firms leverage new
assets such as advanced data aggregation and analysis,
innovative technology, and creative thinking.

The 49 FinTech companies that comprise KFTX
account for over $785 billion in aggregate market
capitalization, representing nearly one-fifth of the
investable domestic financial equity universe and 4% of
the investable domestic equity universe.

KFTX members offer higher oper. earnings growth
opportunities for '16 and '17 than both the market
and financial stocks. The median est. oper. earnings
growth for KFTX members is 10.2% in '16 and 16.7% in
'17. This is significantly stronger than the est. oper.
earnings growth of 1.2% in '16 and 13.4% in '17 for the
S&P 1500 Composite Index and growth of 1.5% in '16
and 12.0% in '17 expected for the S&P 1500 Financials.

KFTX members trade at higher valuations than the
market. On avg., the 49 KFTX members trade at 19.6x
next-12 months earnings estimates, representing a 17%
premium to the S&P 1500. This is below the historical
10- and 5-year average premiums of 27% and 23%,
respectively. KFTX members only traded at a discount
to the S&P 1500 during the financial crisis in 2H09.

KFTX members also trade at higher valuations than
financial stocks. On average, KFTX members trade at
53% premium to the S&P 1500 Financials’ forward P/E
of 12.8x. This is above the historical 10- and 5-year
average premiums of 46%. KFTX members have always
traded at a premium to the financials.

KFTX has historically outperformed the financials.
KFTX annually outperformed the S&P 1500 Financials
since 2007 with the exception of 2014. In 2014, KFTX
rose 10.0% as the Financials advanced 12.6%. So far in
2016 through July 13, KFTX has outperformed, rising
3.8% as the financials declined 0.7%.

KFTX outperformed both the market and financials
on a 1Y, 3Y, 5Y and 7Y basis through 7/13. Over the
past year, KFTX advanced 5.2% while the S&P 1500
rose 2.4% and the S&P 1500 Financials fell 4.7%. On a
total return basis, KFTXT rose 6.2% as the S&P 1500
gained 4.6% and the S&P 1500 Financials fell 2.4%.

For a comprehensive overview on FinTech, please
refer to Tai DiMaio's report, FinTech Revolution.

Fin-Tech

North America Equity Research
July 18, 2016

Industry Update
Introducing the KBW Nasdaq Financial Technology Index

Together with Nasdaq, we are launching a new index created under our strategic index partnership, the KBW Nasdaq
Financial Technology Index (KFTX). This unique index allows investors to compare financial technology companies to a
precise peer group of companies leveraging technology to deliver financial products and services.

Please refer to important disclosures and analyst certification information on pages 18 - 21.

Keefe, Bruyette & Woods, Inc. does and seeks to do business with companies covered in its research reports. As a result, investors
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consider this report as only a single factor in making their investment decision.
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Brief Introduction to Financial Technology  

 

Today, technology dominates nearly every aspect of our lives, and is constantly changing processes, procedures and, 

ultimately, the way things get done.  The financial services industry is unique in the amount of data generated from daily 

operations as well as the amount of data analyzed and processed to make effective business decisions.  Consequently, the 

present digital revolution is specifically focused on the financial services industry, supported by the combined forces of 

mobile technology, Silicon Valley, and big data (a term that refers to large datasets used for analytical purposes). 

Financial technology (FinTech) companies leverage assets such as advanced data aggregation and analysis, innovative 

technology, and creative thinking.  FinTech companies are garnering attention (at least from a media aspect) in almost 

every single vertical of the financial services industry including traditional banking, the cards/payments space, consumer 

lending, insurance, traditional wealth management and brokerage, and even mortgage lending. 

 

Despite the recent attention, FinTech is not a new term or vertical in financial services.  Several players have operated in 

the space and incorporated technology into their businesses to drive new products and services in financials for quite some 

time. More recent developments in mobile technology, data analytics and a lack of initial dedicated interest from 

traditional financial services players allowed new entrants to target high-growth niches in FinTech, which in turn raised 

the profile of the industry.  FinTech helped rejuvenate the less exciting and unattractive areas of financial services and 

simultaneously attracted increasing interest and investment from private equity and venture capital. 

  

After the financial crisis, the financial services industry was ripe for change and innovation.  Post crisis, the traditional 

financial service players with large market share positions were sidetracked by the imposition of new regulatory 

frameworks, diminished customary revenue streams (owing to diminished demand, low interest rates, and regulatory 

pressures), and weak economic growth. We also believe that many of these traditional players initially viewed FinTech 

with some level of complacency, deferring investments in technology and failing to see long-term market share 

implications, perhaps most evident by banks concentrating on the customer move back to brick and mortar banking that 

resulted in total U.S. branch growth of about 6% from 2007 to its peak in 2012. However, over the past two years, 

FinTech received increased interest, resulting in the acceleration and interest in FinTech as hundreds of new companies 

sprang up to capitalize on the void and opportunity left by traditional players.  

 

For a comprehensive overview of financial technology and its many players, please refer to Tai DiMaio’s report 

entitled “FinTech Revolution: When the Wind of Change Blows, Some Build Walls & Others Build Windmills.” 

 

 

FinTech Is the Subject of Recent Regulatory Focus 

 

FinTech was mentioned in the 2016 Financial Stability Oversight Council (FSOC) annual report as a potential area of risk 

that may warrant closer scrutiny. Banking regulators are determining how to regulate emerging financial technologies, and 

while the FSOC report adds nothing new to this, it affirms that it is an area that regulators will debate over the coming 

year(s). The OCC has indicated that it is considering a limited purpose charter for FinTech firms. One aim of the charter 

would be to facilitate a national market for FinTech, which would make it easier for federal banking regulators to monitor 

and supervise the industry. 
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Key Index Details 

 

 

Index Description: An index that tracks companies that leverage 

technology to deliver financial products and services, 

with nearly exclusively electronic distribution and 

limited or no “bricks and mortar” exposure, and a 

predominately fee-based revenue mix. 

 

 

Index Weighting Methodology:   Equal-weighted 

 

 

Number of Components:    Variable, presently 49 

 

 

Membership Rebalance Frequency: Annually on the third Friday in December  

 

 

 

Index Rebalance Frequency: Quarterly Rebalance - occurs on the third Friday in 

March, June, September and December 

 

 

Inception Value and Date:    1000 as of July 18, 2016 

 

 

Data History:     Daily data back to December 18, 2006  

 

 

Index Currency:     US dollar 

 

 

Dividend Treatment: Price return and total return versions are available. 
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Exhibit 1: Current Constituents of KBW Nasdaq Financial Technology Index (KFTX) 

 

 

Source: KBW Research, Bloomberg, and Factset Research. 

 

Ticker Company Name Sub-Classification Ticker Company Name Sub-Classification

ACIW ACI Worldwide, Inc. Payments GDOT Green Dot Corp. Payments

ADS Alliance Data Systems Corp. Processors / Business Information INFO IHS Markit Ltd. Financial Data

AXP American Express Co. Networks ICE Intercontinental Exchange, Inc. Exchanges / Automatic Trading

RATE Bankrate, Inc. Financial Data JKHY Jack Henry & Associates, Inc. Processors / Business Information

BKFS Black Knight Financial Services, Inc. Processors / Business Information LC LendingClub Corp. Specialty Marketplace Lenders

HAWK Blackhawk Network Holdings, Inc. Payments MKTX MarketAxess Holdings, Inc. Exchanges / Automatic Trading

BOFI BofI Holding, Inc. Internet Banks MA MasterCard, Inc. Networks

BR Broadridge Financial Solutions, Inc. Processors / Business Information MCO Moody's Corp. Financial Data

CATM Cardtronics, Inc. Processors / Business Information MSCI MSCI, Inc. Financial Data

CBOE CBOE Holdings, Inc. Exchanges / Automatic Trading NDAQ Nasdaq, Inc. Exchanges / Automatic Trading

CME CME Group, Inc. Exchanges / Automatic Trading PYPL PayPal Holdings, Inc. Payments

CLGX CoreLogic, Inc. Processors / Business Information SPGI S&P Global, Inc. Financial Data

DNB Dun & Bradstreet Corp. Financial Data SEIC SEI Investments Co. Processors / Business Information

ENV Envestnet, Inc. Software SQ Square, Inc. Payments

EFX Equifax, Inc. Financial Data SSNC SS&C Technologies Holdings, Inc. Processors / Business Information

EEFT Euronet Worldwide, Inc. Processors / Business Information WU The Western Union Co. Payments

EVER EverBank Financial Corp. Internet Banks TRI Thomson Reuters Corp. Financial Data

EVTC EVERTEC, Inc. Payments TSS Total System Services, Inc. Payments

FDS FactSet Research Systems Inc. Financial Data VNTV Vantiv, Inc. Payments

FICO Fair Isaac Corp. Financial Data PAY VeriFone Systems, Inc. Processors / Business Information

FIS Fidelity National Information Services, Inc. Payments VRSK Verisk Analytics, Inc. Processors / Business Information

FDC First Data Corp. Processors / Business Information VIRT Virtu Financial, Inc. Exchanges / Automatic Trading

FISV Fiserv, Inc. Processors / Business Information V Visa, Inc. Networks

FLT FleetCor Technologies, Inc. Payments WEX WEX, Inc. Payments

GPN Global Payments, Inc. Payments

Please refer to important disclosures and analyst certification information on pages 18 - 21. 4
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KFTX provides exposure to several different financial industry groups and businesses which we breakdown into nine sub-

classification groups. The largest exposure is to both the payments space and processors/business information companies, 

with both groups each accounting for 26.5% of the index’s total weighting as of June 30.  The next-largest exposure is to 

financial data providers, with 10 constituents representing 20.4% of the index weighting.  The remaining breakdown as of 

June 30 is summarized in the table below: 

 

 

Exhibit 2: KBW Nasdaq Financial Technology Index (KFTX) – Sub-Classification Group Exposure as of June 30, 
2016 

 

Source: KBW Research, Bloomberg, and Factset Research. 

 

 

KFTX Members: More Volatile Than the Market but Less Volatile Than Financials 

 

KFTX members are on average, significantly more volatile than the market, as measured by the S&P 1500 Composite 

Index.  Beta is a statistical measure used to gauge a stock’s volatility relative to the market.  A beta greater than 1.0 

indicates that the stock is more volatile than the market while a beta less than 1.0 indicates that the stock is less volatile 

than the market.   

 

At June 30, the KFTX had a beta of 1.05, indicating that KFTX members are 5% more volatile than the market.  The 

betas for KFTX have been on the rise in 2016, but remain lower than 2014 peak levels. 

Payments, 
26.5%

Processors/ 
Business 

Information, 
26.5%

Financial Data, 
20.4%

Exchanges / 
Automatic Trading, 

12.2%

Networks, 6.1%

Internet Banks, 
4.1%

Specialty 
Marketplace 

Lenders, 2.0%

Software, 2.0%
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Exhibit 3: KBW Nasdaq Financial Technology Index Beta - Historical 

 

Source: KBW Research, Bloomberg, and Factset Research. 

 

 

About 33 of the 49 KFTX members exhibit a beta greater than 1.0 with the market, indicating that these 33 KFTX 

members are more volatile than the market.   

 

 

Exhibit 4:  About Two-Thirds of all KFTX Members Are More Volatile Than the Market 

 

 

Source: KBW Research, Bloomberg and Factset Research. 
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However, the KFTX currently has a modestly lower beta than the financials.  The beta for the S&P 1500 Financials Index 

was 1.13 at June 30, as compared to 1.05 for the KFTX.  Similar to the trends exhibited for the KFTX, the beta of 

financial stocks is rising.  The beta for financial stocks is now the highest it has been since the European financial crisis of 

2011/2012. 

 

Exhibit 5: S&P 1500 Financials and KBW Nasdaq Financial Technology Index Betas - Historical 

 

Source: KBW Research, Bloomberg, and Factset Research. 

 

Not surprisingly, KFTX members are on average, less volatile than financial stocks.  About 38 of the 49 KFTX members 

exhibit a beta less than 1.0 with the financials, indicating that these 38 KFTX members are less volatile than financial 

stocks.  On average, KFTX members are 13% less volatile than the market. 

 

Exhibit 6:  About 78% of All KFTX Members Are Less Volatile Than the Financials 

 

 

Source: KBW Research, Bloomberg and Factset Research. 
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In addition, when compared to the KBW Nasdaq family of indexes, KFTX ranks as having the fourth lowest beta at June 

30.  The KBW Nasdaq Property & Casualty Insurance Index (KPX) had the lowest beta at 0.73 while the KBW Bank 

Index (BKX) had the highest beta at 1.37.  KFTX also has the second-lowest 10-year historical average beta of 1.02, 

behind the KPX at 0.82.   

 

Betas have increased in 2016 to date for all of the KBW Nasdaq indexes save the KPX, which saw its beta decline 0.02 to 

0.73.  The KFTX saw the fourth lowest uptick in its beta year-to-date.  The KBW Nasdaq Global Bank Index (GBKX) 

had the largest year-to-date increase in its beta of 0.26 to 1.07. 

 

Exhibit 7: Betas for the KBW Nasdaq Index Family 

 
Source: KBW Research, Bloomberg, and Factset Research. 

 

Rising Betas in 2016-YTD Has Mostly Been In Line with Underperformance for the KBW 

Nasdaq Family of Indexes  

 

Despite seeing its beta rise year-to-date to 0.80, the KBW Nasdaq Premium Yield Equity REIT Index (KYX) is the only 

index within the KBW Nasdaq family to outperform thus far in 2016 (through July 13), rising 21.2%.  The GBKX is the 

worst performing KBW Nasdaq index over this period, declining 22.5%. 

SORTED

Beta 

at 

6/30/16

10-Y 

Avg. 

Beta

YTD 

Change 

In Beta

KPX KBW Nasdaq Property & Casualty Insurance Index 0.73 0.82 (0.02)

KYX KBW Nasdaq Premium Yield Eq. REIT Index 0.80 1.08 0.06

KDX KBW Nasdaq Financial Sector Dividend Yield Index 0.84 1.04 0.17

KFTX KBW Nasdaq Financial Technology Index 1.05 1.02 0.09

KIX KBW Nasdaq Insurance Index 1.06 1.28 0.06

GBKX KBW Nasdaq Global Bank Index 1.07 1.08 0.26

MFX KBW Nasdaq Mortgage Finance Index 1.10 1.30 0.12

KRX KBW Nasdaq Regional Banking Index 1.24 1.29 0.20

KSX KBW Nasdaq Capital Markets Index 1.34 1.41 0.18

BKX KBW Nasdaq Bank Index 1.37 1.41 0.20

KBW Nasdaq Index
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KFTX ranks as the third best performing KBW Nasdaq index in 2016 to date, rising 3.8%.  The KFTX outperformed 

the Financials’ 0.7% decline but lagged the market’s 5.8% advance. 

 

Exhibit 8: Index Price Performance In 2016-YTD: KFTX Outperforms Financials, Lags Market 

 

 

Source: KBW Research, Bloomberg, and Factset Research. 

 

KFTX Has Historically Outperformed Financials 

 

The KFTX has annually outperformed the S&P 1500 Financials since 2007 with the exception of 2014.  In 2014, KFTX 

rose 10.0% while the Financials advanced 12.6%.   

 

Exhibit 9: Annual Performance Trends: KFTX versus S&P 1500 Financials 

 

Source: KBW Research, Bloomberg, and Factset Research. 

 

2016-YTD 

KYX KBW Nasdaq Premium Yield Eq. REIT Index 21.2%

SPR S&P 1500 Composite Index 5.8%

KPX KBW Nasdaq Property & Casualty Insurance Index 4.4%

KFTX KBW Nasdaq Financial Technology Index 3.8%

KDX KBW Nasdaq Financial Sector Dividend Yield Index 1.5%

KRX KBW Nasdaq Regional Banking Index 0.8%

MFX KBW Nasdaq Mortgage Finance Index -0.1%

KIX KBW Nasdaq Insurance Index -0.2%

S&P 1500 Financials -0.7%

KSX KBW Nasdaq Capital Markets Index -6.6%

BKX KBW Nasdaq Bank Index -9.5%

GBKX KBW Nasdaq Global Bank Index -22.5%

*Price Return is through 7/13/16
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KFTX and KFTXT: Historical Performance Trends  

 

Both KFTX and KFTXT have outperformed both the market and financials over the one-, three-, five- and seven-year 

periods as measured through July 13. 

 

 

Exhibit 10: 1-Y, 3-Y, 5-Y and 7-Y Price Returns for KFTX versus S&P 1500 and S&P 1500 Financials 

 

 

Source: KBW Research, Bloomberg, and Factset Research. 
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Index 1-Y 3-Y 5-Y 7-Y

KBW Nasdaq FinTech Index (KFTX) 5% 59% 156% 363%

S&P 1500 Composite Index 2% 28% 63% 143%

S&P 1500 Financials Index -5% 16% 56% 103%

*As measured through 7/13/16
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Exhibit 11: 1-Y, 3-Y, 5-Y and 7-Y Total Returns for KFTXT versus S&P 1500 and S&P 1500 Financials 

 

 

Source: KBW Research, Bloomberg, and Factset Research. 
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KBW Nasdaq FinTech Total Return Index (KFTXT) S&P 1500 Composite Total Return Index S&P 1500 Financials Total Return Index

Index 1-Y 3-Y 5-Y 7-Y

KBW Nasdaq FinTech Total Return Index (KFTXT) 6% 63% 168% 392%

S&P 1500 Composite Total Return Index 5% 36% 81% 180%

S&P 1500 Financials Total Return Index -2% 24% 73% 133%

*As measured through 7/13/16
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Financial Technology Offers High Growth Opportunities 

 

KFTX members offer investors higher earnings growth opportunities for 2016 and 2017 than both the market and 

financial stocks.   

 

Operating earnings for the S&P 1500 Composite Index is expected to increase 1.2% in 2016 and 13.4% in 2017.  The 

growth rate for 2016 is negatively impacted by outsized expected operating earnings declines of 75.9% and 6.8% for the 

Energy and Telecommunications Services sectors, respectively.  The Consumer Discretionary sector is expected to have 

the strongest 2016 operating EPS growth of 12.4%.  Financials are expected to grow operating earnings by just 1.5% in 

2016, slightly stronger than the market but ranking as the fourth weakest sector. 

 

 

The median 2016 operating earnings growth for the KFTX members is 10.2%, ranking second to the Consumer 

Discretionary sector.   

 

 

Exhibit 12:  KFTX Members Expected to Have the Second Highest Operating Earnings Growth in 2016 

 
Source: KBW Research, Bloomberg and Factset Research. 

 

 

The 13.4% operating earnings growth for the S&P 1500 Composite Index in 2017 is impacted significantly by the 

outsized 264% expected operating earnings growth for the Energy sector.  The Materials sector is expected to have the 

next strongest 2017 operating EPS growth of 15.9%.   Financials rank in the middle of the pack with expected 2017 

operating earnings growth of 12.0% while the Utilities sector is expected to see the weakest growth at 4.1%. 
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The median 2017 operating earnings growth for the KFTX members is 16.7%, ranking second to the Energy sector.   

 

 

Exhibit 13: KFTX Members Also Expected to Have the Second Highest Operating Earnings Growth in 2017 

 
Source: KBW Research, Bloomberg and Factset Research. 

 

 

 

On Average, KFTX Members Trade at a 22% Premium to the Market and 46% Premium 

to Financials on Forward Earnings 

 

At the end of the second quarter, KFTX members traded at about 19.6x forward earnings, which we define as next-twelve 

month earnings estimates.  This represents a 17% premium to the S&P 1500 Index, which is trading at 16.8x forward 

earnings.  It also represents a 53% premium to the S&P 1500 Financials Index, which is trading at 12.8x forward earnings. 
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Exhibit 14:  Price to Next-12 Months Earnings: S&P 1500 Index versus KFTX Index Members 

 

Note: Average shown for KFTX Members. 

Source: KBW Research, Bloomberg, and Factset Research. 

 

 

Exhibit 15:  Price to Next-12 Months Earnings: S&P 1500 Financials Index versus KFTX Index Members 

 

Note: Average shown for KFTX Members. 

Source: KBW Research, Bloomberg, and Factset Research. 
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This 17% premium to the S&P 1500 Index is below KFTX’s 10-year and 5-year average premiums of 27% and 23%, 

respectively, relative to the S&P 1500 Index.  KFTX members, on average, only traded at a discount to the S&P 1500’s 

forward earnings multiple during the second half of 2009. 

 

In addition, the 53% premium to the S&P 1500 Financials Index is higher than KFTX’s 10-year and 5-year average 

premiums, both at 46%.  Since our analysis began in 1Q06, KFTX members have always traded at a premium to the 

S&P 1500 Financials’ forward earnings multiple. 
 

 

Exhibit 16: Relative Price to Next-12 Months Earnings: S&P 1500 Index versus KFTX Index Members 

 

Note: Average shown for KFTX Members. 

Source: KBW Research, Bloomberg, and Factset Research. 

 

 

Exhibit 17: Relative Price to Next-12 Months Earnings: S&P 1500 Financials Index versus KFTX Index Members 

 

Note: Average shown for KFTX Members. 

Source: KBW Research, Bloomberg, and Factset Research. 
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Historical Price and Total Returns: KFTX versus S&P 1500 & S&P 1500 Financials 

Indexes 

 

Exhibit 18: Price Returns for KFTX versus S&P 1500 and S&P 1500 Financials Indexes: 2006 – 2016-YTD 

 

 

2016-YTD is through 7/13/16. 

Source: KBW Research, Bloomberg, and Factset Research. 

 

 

Exhibit 19: Total Returns for KFTX versus S&P 1500 and S&P 1500 Financials Indexes: 2006 – 2016-YTD 

 

 

2016-YTD is through 7/13/16. 

Source: KBW Research, Bloomberg, and Factset Research. 

 

Ticker Index Name 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016-YTD

KFTX KBW Nasdaq Financial Technology Index 3.2% -40.7% 80.7% 18.2% 3.1% 24.6% 63.8% 10.0% 10.8% 3.8%

S&P 1500 Index 3.6% -38.2% 24.3% 14.2% -0.3% 13.7% 30.1% 10.9% -1.0% 5.8%

S&P 1500 Financials Index -20.7% -54.0% 12.7% 11.7% -16.6% 24.2% 31.6% 12.6% -2.8% -0.7%
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Ticker Index Name 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016-YTD

KFTXT KBW Nasdaq Financial Technology Total Return Index 4.5% -40.3% 81.9% 19.1% 3.9% 26.1% 65.2% 10.9% 11.7% 4.3%

S&P 1500 Total Return Index 5.5% -36.7% 27.2% 16.4% 1.8% 16.2% 32.8% 13.1% 1.0% 7.0%

S&P 1500 Financials Total Return Index -18.4% -52.2% 15.5% 13.3% -15.0% 27.0% 34.3% 14.9% -0.7% 0.6%
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Exhibit 20: KBW Nasdaq Financial Technology Index: Member Comparison Sheet 

 

Source: KBW Research, Bloomberg, and Factset Research. 

 

Company KFTX 7/13/16 Market Price Price

Name Analyst Rating Member? Price Cap Target Return 1 Month 3 Months 1 Year 2016E 2017E

Networks 23% -1% -3% -5% 25.8x 22.0x

AXP American Express Co. Sakhrani MP Y $63.10 $60,010.19 $74.00 17% -1% 2% -20% 11.3x 11.1x

MA MasterCard, Inc. Sakhrani OP Y $90.34 $99,256.33 $113.00 25% -4% -6% -5% 25.8x 22.0x

V Visa, Inc. Sakhrani OP Y $77.46 $184,734.88 $95.00 23% -1% -3% 11% 27.6x 22.5x

Payments 16% 5% 1% 5% 20.9x 17.7x

ACIW ACI Worldwide, Inc. NA NC Y $19.67 $2,293.89 NA NA -5% -3% -18% 36.2x 29.5x

EVTC EVERTEC, Inc. NA NC Y $16.60 $1,244.80 NA NA 6% 19% -19% 10.1x 9.6x

FIS Fidelity National Information Services, Inc. NA NC Y $77.14 $25,182.66 NA NA 5% 20% 20% 20.4x 17.7x

FLT FleetCor Technologies, Inc. Sakhrani OP Y $149.67 $13,852.11 $180.00 20% 3% -1% -4% 22.5x 19.9x

GDOT Green Dot Corp. Sakhrani MP Y $23.97 $1,151.84 $23.00 -4% 9% 8% 21% 16.8x 13.7x

GPN Global Payments, Inc. Kwok OP Y $75.68 $11,654.77 $88.00 16% 3% 0% 42% 25.5x 21.7x

HAWK Blackhawk Network Holdings, Inc. NA NC Y $34.06 $1,912.09 NA NA 5% -1% -21% 13.5x 12.3x

PYPL PayPal Holdings, Inc. Sakhrani OP Y $39.28 $47,608.41 $46.00 17% 7% 1% 7% 26.0x 21.6x

SQ Square, Inc. NA NC Y $9.29 $3,147.95 NA NA 4% -38% NA NM 106.4x

TSS Total System Services, Inc. Kwok OP Y $54.62 $10,028.89 $62.00 14% 6% 10% 28% 19.4x 16.8x

VNTV Vantiv, Inc. Kwok MP Y $59.06 $11,302.82 $59.00 0% 15% 8% 51% 22.2x 19.9x

WEX WEX, Inc. Sakhrani OP Y $94.00 $3,637.71 $110.00 17% 4% 9% -16% 21.5x 17.7x

WU The Western Union Co. NA NC Y $19.89 $9,768.71 NA NA 4% -1% 4% 12.2x 11.5x

Exchanges / Automatic Trading 4% 4% 7% 13% 21.2x 19.6x

CBOE CBOE Holdings, Inc. Voigt MP Y $67.75 $5,514.58 $65.00 -4% 5% 5% 12% 27.5x 25.6x

CME CME Group, Inc. Voigt MP Y $99.69 $33,759.32 $99.00 -1% 5% 10% 2% 23.5x 22.2x

ICE Intercontinental Exchange, Inc. Voigt OP Y $259.58 $30,901.87 $300.00 16% 0% 9% 13% 18.9x 17.1x

MKTX MarketAxess Holdings, Inc. Voigt OP Y $150.70 $5,660.90 $165.00 9% 6% 21% 48% 48.1x 38.2x

NDAQ Nasdaq, Inc. Voigt MP Y $67.17 $11,050.45 $70.00 4% 3% 5% 33% 18.2x 16.1x

VIRT Virtu Financial, Inc. NA NC Y $17.54 $2,434.01 NA NA 0% -17% -27% 15.6x 13.7x

Financial Data NA 6% 9% 10% 23.1x 21.1x

DNB Dun & Bradstreet Corp. NA NC Y $126.27 $4,578.34 NA NA 1% 18% 1% 17.2x 16.2x

EFX Equifax, Inc. NA NC Y $133.42 $15,878.84 NA NA 8% 16% 34% 25.6x 22.9x

FDS FactSet Research Systems Inc. NA NC Y $166.08 $6,751.41 NA NA 5% 9% 2% 25.9x 23.3x

FICO Fair Isaac Corp. NA NC Y $118.20 $3,685.31 NA NA 7% 11% 24% 39.0x 31.1x

INFO IHS Markit Inc NA NC Y $36.10 $6,580.25 NA NA 10% 3% 37% 23.8x 22.2x

MCO Moody's Corp. NA NC Y $101.72 $19,764.20 NA NA 3% 4% -9% 22.3x 19.8x

MSCI MSCI, Inc. KBW Research S Y $81.50 $7,864.89 NA NA 8% 10% 27% 28.3x 23.8x

RATE Bankrate, Inc. NA NC Y $7.83 $707.57 NA NA -2% -14% -22% 15.8x 13.0x

SPGI S&P Global, Inc. NA NC Y $113.86 $30,150.13 NA NA 6% 14% 10% 22.4x 20.0x

TRI Thomson Reuters Corp. NA NC Y $42.56 $31,936.78 NA NA 2% 5% 11% 20.7x 18.1x

Processors / Business Information 2% 5% 8% 14% 19.2x 17.5x

ADS Alliance Data Systems Corp. Sakhrani OP Y $209.43 $12,343.76 $260.00 24% -2% -3% -31% 12.5x 11.2x
BKFS Black Knight Financial Services, Inc. George MP Y $38.28 $5,892.11 $33.00 -14% 10% 30% 29% 33.9x 29.9x
BR Broadridge Financial Solutions, Inc. KBW Research S Y $66.80 $7,896.78 $0.00 -100% 6% 12% 24% 24.5x 21.1x
CATM Cardtronics, Inc. NA NC Y $42.23 $1,909.66 NA NA 6% 16% 24% 13.5x 14.1x
CLGX CoreLogic, Inc. George MP Y $40.33 $3,583.53 $41.00 2% 8% 18% -3% 19.2x 17.5x
EEFT Euronet Worldwide, Inc. NA NC Y $72.06 $3,750.48 NA NA -7% -3% 14% 18.8x 16.3x
FDC First Data Corp. Sakhrani OP Y $11.32 $10,273.28 $15.00 33% -3% -12% NA 8.7x 7.5x
FISV Fiserv, Inc. NA NC Y $110.57 $24,583.02 NA NA 5% 10% 27% 25.0x 22.2x
JKHY Jack Henry & Associates, Inc. NA NC Y $88.43 $6,975.78 NA NA 6% 7% 32% 30.9x 28.6x
PAY VeriFone Systems, Inc. NA NC Y $18.72 $2,069.49 NA NA -2% -34% -44% 10.1x 8.9x
SEIC SEI Investments Co. Lee MP Y $49.95 $8,091.55 $51.00 2% 2% 9% 1% 24.5x 19.6x
SSNC SS&C Technologies Holdings, Inc. NA NC Y $30.70 $6,085.21 NA NA 5% 1% -6% 19.1x 15.8x
VRSK Verisk Analytics, Inc. Soleimani OP Y $84.71 $14,245.37 $90.00 6% 7% 8% 14% 28.0x 24.7x

Specialty Marketplace Lenders 18% -4% -44% -70% -23.6x 425.0x

LC LendingClub Corp. Harralson MP Y $4.25 $1,621.89 $5.00 18% -4% -44% -70% -23.6x 425.0x

Internet Banks 41% -3% -12% -30% 10.6x 9.0x

BOFI BofI Holding, Inc. Harralson OP Y $17.07 $1,076.45 $25.00 46% -7% -26% -38% 9.3x 8.1x

EVER EverBank Financial Corp. Harralson MP Y $15.40 $1,928.81 $21.00 36% 1% 1% -23% 11.8x 9.8x

Software NA 1% 23% -17% 35.6x 25.2x

ENV Envestnet, Inc. NA NC Y $36.35 $1,551.91 NA NA 1% 23% -17% 35.6x 25.2x

FinTech Median 4.5% 5.0% 6.8% 21.9x 19.8x

FinTech Average 3.2% 3.0% 4.5% 21.0x 29.0x

KFTX KBW Nasdaq Financial Technology Index 3.6% 3.3% 5.2%

*Note Price to 2016E and 2017E ratios are calculated based on KBW estimates if under KBW research coverage other Factset mean estimates are used.

*Note: OP-Outperform Rating , MP- Market Perform Rating, UP- Underperform Rating, S- Suspended, and NC- Not Covered

Performance Price/Earnings

Ticker
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Companies Mentioned in This Report

• Alliance Data Systems Corp. (ADS: $213.17, Outperform)
• American Express Company (AXP: $63.78, Market Perform)
• Black Knight Financial Services, Inc. (BKFS: $38.52, Market Perform)
• BofI Holding, Inc. (BOFI: $16.69, Outperform)
• Broadridge Financial Solutions, Inc. (BR: $66.70, Suspended)
• CBOE Holdings, Inc (CBOE: $68.56, Market Perform)
• CoreLogic, Inc. (CLGX: $40.04, Market Perform)
• CME Group, Inc. (CME: $101.83, Market Perform)
• EverBank Financial Corp. (EVER: $15.68, Market Perform)
• First Data Corp. (FDC: $11.37, Outperform)
• FleetCor Technologies, Inc. (FLT: $150.45, Outperform)
• Green Dot Corporation (GDOT: $24.00, Market Perform)
• Global Payments, Inc. (GPN: $76.72, Outperform)
• Intercontinental Exchange, Inc. (ICE: $263.05, Outperform)
• LendingClub Corporation (LC: $4.49, Market Perform)
• MasterCard Inc. (MA: $90.93, Outperform)
• MarketAxess Holdings, Inc. (MKTX: $151.41, Outperform)
• MSCI Inc. (MSCI: $81.49, Suspended)
• Nasdaq, Inc. (NDAQ: $67.51, Market Perform)
• PayPal Holdings, Inc. (PYPL: $39.09, Outperform)
• SEI Investments Company (SEIC: $50.56, Market Perform)
• Total System Services, Inc. (TSS: $54.75, Outperform)
• Visa, Inc. (V: $78.30, Outperform)
• Vantiv, Inc. (VNTV: $58.91, Market Perform)
• Verisk Analytics, Inc. (VRSK: $85.24, Outperform)
• WEX, Inc. (WEX: $94.11, Outperform)
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FCA’s register, no. 190412 and is a member of the London Stock Exchange. Disclosures in the Important Disclosures section referencing KBW
include one or all affiliated entities unless otherwise specified.

Registration of non-U.S. Analysts: Any non-U.S. Research Analyst employed by a non-U.S. affiliate of KBWI contributing to this report is not
registered/qualified as research analyst with FINRA and/or the NYSE and may not be an associated person of KBWI and therefore may not be
subject to FINRA Rule 2241 or NYSE Rule 472 restrictions on communications with a subject company, public appearances, and trading securities
held by a research analyst account.

Disclosure Information: For current company-specific disclosures, please write to one of the KBW entities: For U.S. Research: Keefe, Bruyette
& Woods, Inc. Research Department, 787 7th Avenue, 4th Floor, New York, NY 10019. For European Research: The Compliance Officer, Stifel

Please refer to important disclosures and analyst certification information on pages 18 - 21. 18
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Nicolaus Europe Limited, 4th Floor, 150 Cheapside, London EC2V 6ET. Or visit our website at http://www.kbw.com/research/disclosures. KBW
has arrangements in place to manage conflicts of interest including information barriers between the Research Department and certain other
business groups. As a result, KBW does not disclose certain client relationships with, or compensation received from, such companies in its
research reports.

Distribution of Ratings/IB Services
KBW

*IB Serv./Past 12 Mos.

Rating Count Percent Count Percent

Outperform [BUY] 209 32.91 81 38.76
Market Perform [HOLD] 337 53.07 81 24.04
Underperform [SELL] 45 7.09 12 26.67
Restricted [RES] 0 0.00 0 0.00
Suspended [SP] 44 6.93 7 15.91
Covered -Not Rated [CNR] 3 0.47 0 0.00

* KBW maintains separate research departments; however, the above chart, "Distribution of Ratings/IB
Services," reflects combined information related to the distribution of research ratings and the receipt of
investment banking fees globally.**Note: All ratings for Keefe, Bruyette and Woods, Inc. as of January 15,
2015 reflect a relative ratings system.

Explanation of Ratings: KBW Research Department provides three core ratings: Outperform, Market Perform, and Underperform, and three
ancillary ratings: Suspended, Restricted, and Covered-Not Rated. For purposes of New York Stock Exchange Rule 472 and FINRA Rule 2241,
Outperform is classified as a Buy, Market Perform is classified as a Hold, and Underperform is classified as a Sell. Suspended indicates that
KBW’s investment rating and/or target price have been temporarily suspended due to applicable regulations and/or KBW policies. Restricted
indicates that KBW is precluded from providing an investment rating or price target due to the firm’s role in connection with a merger or other
strategic financial transaction. Covered-Not Rated indicates that KBW is not providing an investment rating and/or price target due to the lack of
publicly available information and/or its inability to adequately quantify the publicly available information to sufficiently produce such metrics.

North American Stocks and European Stocks are rated based on the share price upside to target price relative to the relevant sector index
performance on a 12-month horizon. Outperform rated stocks have a greater than 10 percentage point (“pp”) relative performance versus the sector,
Market Perform rated stocks between +10pp to -10pp relative performance versus the sector, and Underperform rated stocks a lower than 10pp
relative performance versus the sector. The 12-month price target may be determined by the stock’s fundamentally driven fair value and/or other
factors (e.g., takeover premium or illiquidity discount).

KBW Model Portfolio: “Model Portfolio Buy” - Companies placed on this list are expected to generate a total rate of return (percentage price
change plus dividend yield) of 10% or more over the next 3 to 6 months. “Model Portfolio Sell” - Companies placed on this list are expected to
generate a total rate of return (percentage price change plus dividend yield) at or below -10% over the next 3 to 6 months.

The purpose of the Model Portfolio is to inform institutional investors of KBWI’s short-term (as described above) outlook for a particular industry
sector. The Portfolio is not available for purchase or sale, cannot be duplicated as shown, is hypothetical and is for illustrative purposes only. For a
more detailed description of the selection criteria and other specifics related to the construction of the Model Portfolio, please refer to the January 5,
2010 Model Portfolio Primer and/or contact your KBWI representative for more information.

The Model Portfolio should be viewed as a short-term outlook of a particular industry sector, not as individual security recommendations. The
Model Portfolio uses a three-to-six-month time horizon and should not be considered when making longer term investments. KBWI Research
publishes research with a 12-month outlook on each issuer of securities contained in the Model Portfolio. Investors who are interested in a
particular security should request KBWI Research’s coverage of such securities by contacting your KBWI representative. KBW research contains
analyses of fundamentals underlying each issuer.

KBWI’s long-term recommendations may differ from recommendations made for the Model Portfolio. These differences are the result of different
time horizons—KBWI research has a 12-month outlook and the Model Portfolio has a three-to-six-month outlook.

Although the model portfolio is based upon actual performance of actual investments, KBWI did not recommend that investors purchase this
combination—or hypothetical portfolio—of investments during the time period depicted here. As this hypothetical portfolio was designed with the
benefit of hindsight, the choice of investments contained in it reflects a subjective choice by KBWI. Accordingly, this hypothetical portfolio may
reflect a choice of investments that performed better than an actual portfolio, which was recommended during the depicted time frame, would have
performed during the same time period. Moreover, unlike an actual performance record, these results do not represent actual trading wherein
market conditions or other risk factors may have caused the holder of the portfolio to liquidate or retain all or part of the represented holdings.

Stifel/KBW Income Opportunity List, Stifel/KBW Analyst Select List, and Stifel/KBW Select Income Opportunity—The Crossovers List:
These lists include companies that analysts believe have the most attractive risk-adjusted return potential over the next 12 months, or, in the case of
the Stifel/KBW Income Opportunity Ideas List, have yield in excess of 2%. In some cases, analysts who cover more than one sub-sector may have
more than one name on the list.

Other Research Methods: Please be advised that KBW provides to certain customers on request specialized research products or services that
focus on covered stocks from a particular perspective. These products or services include, but are not limited to, compilations, reviews, and analysis
that may use different research methodologies or focus on the prospects for individual stocks as compared to other covered stocks or over differing

Please refer to important disclosures and analyst certification information on pages 18 - 21. 19
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time horizons or under assumed market events or conditions.

OTHER DISCLOSURES

Indexes: The following indexes: U.S.: KBW Nasdaq Bank Index (BKX), KBW Nasdaq Insurance Index (KIX), KBW Nasdaq Capital Markets
Index (KSX), KBW Nasdaq Regional Banking Index (KRX), KBW Nasdaq Mortgage Finance Index (MFX), KBW Nasdaq Property & Casualty
Index (KPX), KBW Nasdaq Premium Yield Equity REIT Index (KYX); KBW Nasdaq Financial Sector Dividend Yield Index (KDX) and Global:
KBW Nasdaq Global Bank Index (GBKX), are the property of KBWI and Nasdaq.

KBWI and Nasdaq do not guarantee the accuracy and/or completeness of the indexes, make no express or implied warranties with respect to the
indexes and shall have no liability for any damages, claims, losses, or expenses caused by errors in the index calculation. KBWI and Nasdaq make
no representation regarding the advisability of investing in options on the Index. Past performance is not necessarily indicative of future results.

ETFs—Important Disclosures: The shares (“Shares”) of ETFs are not sponsored, endorsed, sold, or promoted by KBWI. KBWI makes no
representation or warranty, express or implied, to the owners of the Shares or any member of the public regarding the advisability of investing in
securities generally or in the Shares particularly or the ability of its Indexes to track general stock market performance. The only relationship of
KBWI to Invesco PowerShares Capital Management LLC is the licensing of certain trademarks and trade names of KBWI and its Indexes which
are determined, composed, and calculated by KBWI without regard to Invesco PowerShares Capital Management LLC, the fund, or the Shares.
KBWI has no obligation to take the needs of Invesco PowerShares Capital Management LLC or the owners of the shares into consideration in
determining, composing, or calculating the Indexes. KBWI is not responsible for and has not participated in any determination or calculation made
with respect to issuance or redemption of the Shares. KBWI has no obligation or liability in connection with the administration, marketing, or
trading of the Shares.

Compensation. KBWI and Invesco PowerShares Capital Management LLC are parties to an index licensing agreement wherein KBWI licenses its
Indexes to Invesco PowerShares Capital Management LLC and KBWI receives as compensation payments based on the amount of assets under
management in the ETFs (which the licensed Indexes underlie) and which may be recommended in this report.

ETF and Index Reports. The author of index and related ETF reports is the Director of KBWI’s Research Department, who is also the head of the
KBWI Index Committee. This Index Committee selects index components for the indexes upon which the recommended ETFs are based.

ETF Risks. There are risks involved with investing in ETFs, including possible loss of money. ETFs may not always trade or price as expected.
Generally, security classifications used in calculating allocation tables are as of the last trading day of the previous month. ETFs trade like stocks,
are subject to investment risk, fluctuate in market value and may trade at prices above or below the ETFs net asset value. Diversification does not
ensure a profit and may not protect against loss in declining markets. Investors should refer to the individual ETF prospectus for a more detailed
discussion of the specific risks and considerations for an individual ETF.

Investing in a single sector may be subject to more volatility than funds investing in a diverse group of sectors. Brokerage commissions and ETF
expenses will reduce returns. In general, ETFs can be expected to move up or down in value with the value of the applicable index. Although ETFs
may be bought and sold on the exchange through any brokerage account, ETFs are not individually redeemable from the Fund. Investors may
acquire ETFs and tender them for redemption through the Fund in Creation Unit Aggregations only, please see the prospectus (link below) for more
details. Shares are not actively managed and are subject to risks including those regarding short selling and margin maintenance requirements. Past
performance is not necessarily indicative of future results.

An investor should consider the Funds’ investment objectives, risks, charges, and expenses carefully before investing. This and other information
can be found in their prospectuses. For this and more complete information about the Funds, call InvescoPowerShares at 1-800-983-0903 or visit
https://www.powershares.com for a prospectus. The prospectus should be read carefully before investing.

Shares of the ETFs funds are not guaranteed or insured by the FDIC or by another governmental agency; they are not obligations of the FDIC nor
are they deposits or obligations of or guaranteed by KBWI or Invesco PowerShares Capital Management LLC. ETFs are distributed by Invesco
Distributors, Inc. the distributor of the PowerShares Exchange-Traded Fund Trust II. PowerShares® is a registered trademark of Invesco
PowerShares Capital Management LLC.

General Risk Disclosure: Investments in securities or financial instrument involve numerous risks which may include market risk, counterparty
default risk, liquidity risk and exchange rate risk. No security or financial instrument is suitable for all investors, and some investors may be
prohibited in certain states or other jurisdictions from purchasing securities mentioned in this communication. The securities of some issuers may
not be subject to the audit and reporting standards, practices and requirements comparable to those companies located in the investor’s local
jurisdiction. Where net dividends to ADR investors are discussed, these are estimated, using withholding tax rate conventions, and deemed
accurate, but recipients should always consult their tax advisor for exact dividend computations.

COUNTRY-SPECIFIC AND JURISDICTIONAL DISCLOSURES

United States: This report is being distributed in the U.S. by KBWI. Where the report has been prepared by a non-U.S. affiliate, KBWI accepts
responsibility for its contents.

U.K. and European Economic Area (EEA): This report is issued and approved for distribution in the EEA by Stifel Nicolaus Europe Limited,
also trading as Keefe, Bruyette & Woods Europe, which is regulated in the United Kingdom by the Financial Conduct Authority (FCA).

To access a table of all rating and price target changes in the preceding 12 months for stocks under KBW coverage, please click here:
https://kbw3.bluematrix.com/sellside/MAR.action

Canadian Distribution: Research produced by KBW is distributed in Canada by KBW in reliance on the international dealer exemption. This
material is intended for use only by professional or institutional investors. None of the investments or investment services mentioned or described
herein is available to other persons or to anyone in Canada who is not a “permitted client” as defined under applicable Canadian securities law.

Please refer to important disclosures and analyst certification information on pages 18 - 21. 20
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In jurisdictions where KBW is not already licensed or registered to trade securities, transactions will only be affected in accordance with local
securities legislation which will vary from jurisdiction to jurisdiction and may require that a transaction is carried out in accordance with applicable
exemptions from registration and licensing requirements. Non-U.S. customers wishing to effect a transaction should contact a representative of the
KBW entity in their regional jurisdiction except where governing law permits otherwise. U.S. customers wishing to effect a transaction should do
so by contacting a representative of KBWI.

ONLY DISTRIBUTE UNDER REGULATORY LICENSE

This communication is only intended for and will only be distributed to persons residing in any jurisdictions where such distribution or availability
would not be contrary to local law or regulation. This communication must not be acted upon or relied on by persons in any jurisdiction other than
in accordance with local law or regulation and where such person is an investment professional with the requisite sophistication and resources to
understand an investment in such securities of the type communicated and assume the risks associated therewith.

The securities discussed in this report may not be available for sale in all jurisdictions. Clients considering an investment in the securities discussed
should speak with their sales representative prior to making an investment decision.

CONFIDENTIAL INFO

This communication is confidential and is intended solely for the addressee. It is not to be forwarded to any other person or copied without the
permission of the sender. Please notify the sender in the event you have received this communication in error.

NO SOLICITATION OR PERSONAL ADVICE

This communication is provided for information purposes only. It is not a personal recommendation or an offer to sell or a solicitation to buy the
securities mentioned. Investors should obtain independent professional advice before making an investment.

ASSUMPTIONS, EFFECTIVE DATE, AND UPDATES

Certain assumptions may have been made in connection with the analysis presented herein, so changes to assumptions may have a material impact
on the conclusions or statements made in this communication. Facts and views presented in this communication have not been reviewed by, and
may not reflect information known to, professionals in other business areas of KBW, including investment banking personnel.

The information relating to any company herein is derived from publicly available sources and KBW makes no representation as to the accuracy or
completeness of such information. Neither KBW nor any of its officers or employees accept any liability whatsoever for any direct, indirect, or
consequential damages or losses arising from any use of this report or its content.

This communication has been prepared as of the date of the report.

KBW does not undertake to advise clients of any changes in information, estimates, price targets, or ratings, all of which are subject to change
without notice. The recipients should assume that KBW will not update any fact, circumstance, or opinion contained in this report.

COPYRIGHT

This report is produced for the use of KBW customers and may not be reproduced, re-distributed or passed to any other person or published in
whole or in part for any purpose without the prior consent of KBW.

Please refer to important disclosures and analyst certification information on pages 18 - 21. 21
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