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WHAT'S AT STAKE

s financial technology firms seek new growth, they are
adjusting their business strategies—both regarding
the types of companies they work with and how they
deliver value. FinTechs are ramping up their partnerships
with credit unions and smaller banks, as well as with software
platforms and online marketplaces. These financial institutions
and other businesses are focused on improving their end-user
experiences, and they want the cutting-edge technologies that
financial software firms provide. Some of the most in-demand
features include biometric authentication, transaction management
and account holder service powered by artificial intelligence (Al).

As part of their recent shift in focus, FinTechs are moving away
from partnerships with national and regional banks. Those deep-
pocketed institutions are increasingly likely to build their own
solutions and compete with FinTechs, rather than buy their
services. PYMNTS Intelligence’s latest research shows that in
the last year, FinTechs became 19% more likely to partner with
credit unions and 56% less likely to work with national banks to
offer products or services to end users.

velera

What's at Stake | 5

8%

Share of FinTechs that currently
partner with credit unions
to offer products or services to end users

To ease their path to partnership with credit unions, FinTechs must
ensure that they are “regulation ready”—in other words, that they
can seamlessly integrate with credit unions in member-facing
areas without introducing any compliance risk. FinTechs also need
to understand where those institutions are coming from in terms
of their organizational and technology capabilities and culture.
The not-for-profit alternatives to traditional banks are owned and
controlled by their members; most have far fewer resources to
invest in technology compared to mainstream banks. They often
make decisions and implement new processes and technologies
more slowly, and have legacy systems that add additional complexity
to the integration of new tools. Despite those constraints, FinTechs
see a growth market.
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6%

Share of FinTechs that will offer
biometric authentication solutions
by 2031 via third-party partners

These are just some of the insights explored in Credit Union Innovation
Readiness Index: How FinTechs Are Shifting Their Partnership
Strategies, a PYMNTS Intelligence and Velera collaboration. This
report is based on a survey of 100 U.S. FinTech executives whose
firms provide services to commercial banks, community banks,
credit unions and individual consumers that was conducted from
Feb. 7, 2025, to March 25, 2025.
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FINTECHS GO SMALLER

FinTechs are increasingly staking
their future growth on partnerships
with smaller financial institutions and
platforms—and shifting away from
national and other large banks.

=

(11111 11]]
Increase since 2024 in the share of FinTechs that partner

with credit unions to sell end-user products or services

MAKE END-USERS SECURE

FinTechs are teaming up with credit
unions and marketplace platforms to
deliver software solutions that keep the
end-user experience safe and secure.

1%

FinTechs that offer or plan to offer card transaction
mManagement or alerts solutions through external partners

PYWNTS
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HONE A COMPETITIVE EDGE FINTECHS TACKLE CREDIT
FinTechs should leverage their strategic UNION COMPLIANCE

ability to help smaller financial

Regulatory compliance is a critical concern
institutions be more competitive.

for credit unions, so FinTechs must be
regulation-ready to secure a partnership.

4% " 18%

Share of FinTechs that sell to credit unions citing

their ability to help financial institutions be more FinTechs that cite complex regulations as the biggest
competitive as a comparative advantage, twice the barrier to selling to credit unions, among those that do
rate seen among other FinTechs not do so currently

PYMNTS
INTELLIGENCE Velerz‘ © 2025 PYMNTS All Rights Reserved
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To stay competitive, FinTechs are shifting
their partnership strategies while doubling

down on user-focused innovations.

FinTechs are 19% more likely to
partner with credit unions than a
year ago—and their national bank
collaborations are down 56%.
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inTechs have been making major adjustments to their
partnership strategies, moving away from large banks
in favor of smaller financial institutions, merchants and
platform businesses.

Credit unions represent the most important shift. Among FinTechs
that offer end-user products or services through third parties,
48% now work with credit unions, up from 40% in 2024, a 19%
jump. They also increased their partnerships with digital-only
banks and local banks, by 11% and 3%, respectively. These trends
indicate that smaller institutions increasingly want to offer their
individual and business members embedded services such as real-
time transaction management and embedded rewards programs
that require specialized solutions.

8%
O
Share of FinTechs offering

end-user products or services
that partner with credit unions

velera
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Conversely, just 16% of FinTechs that offer end-user products
or services through third parties work with national banks—a
56% decline since the previous year. FinTech partnerships with
regional banks dropped even more sharply, falling to 15%, a 66%
drop from the previous survey. The divergence between these
results and the ramp-up in FinTech partnerships with smaller
financial institutions suggests that large banks with deep pockets
are building their own solutions and increasingly view FinTech
providers as competitors in this space. Going a step further, this
means credit unions and other smaller institutions must embrace
third-party partnerships to keep up with critical innovations.

FinTechs have expanded their already extensive partnerships
with non-bank businesses as well. Eight in 10 now work with
software platforms, up 24% since 2024. Similarly, 73% partner with
merchants or marketplaces today, a 177% climb in an industry that
includes Amazon, Poshmark, Etsy and Upwork. These increases
underscore demand from online businesses for embedding
financial services directly into their products and broader user
experiences.

© 2025 PYMNTS All Rights Reserved
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FIGURE 1
FinTech partnerships
FinTechs that partner with selected institution types to offer products or services to
end users
100%
80.0%
80%
73.3%
66.7%
64.9% . ?
e 61.0%
60%
42.7% o o
40.3% 41.6% 41.6%
40% 36.4%
o
20% 16.0% 14.7%
Software platforms Merchants or marketplaces Digital-only banks Credit unions Local banks National banks Regional banks
@® March 2025 November 2024 Source: PYMNTS Intelligence
Credit Union Innovation Readiness Index: How FinTechs Are Shifting Their Partnership Strategies, August/September 2025
N = 75: Executives at FinTechs that partner with third-parties to offer products or services to end users, Feb. 7, 2025, to March 25, 2025
PYMNTS
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Streamlined and safée
experiences, including

card transaction
management and biometric
authentication, rank as

the most in-demand
FinTech offerings

through partnerships.

PYMNTS in Depth | 19

5

key capabilities top the
FinTech innovation portfolio

inTechs partner with credit unions, platform
businesses and other third-parties to bring modern,
intuitive tools to end users, both individuals and
businesses. The data shows five capabilities at the
top of FinTech innovation portfolios—features that they either
currently offer or plan to bring to market by 2031.
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Al-operated customer support chat leads, at 38% of o
FinTechs, and another 30% cite call center or customer 1 /
service solutions. Both responses highlight strong o
demand for solutions that improve the customer service

experience. Two other top features help enhance and Share Of FIﬂTeChS that O]C]Cer or
streamline security: card transaction management or plan to offer transaction management or

alerts, at 31%, and biometric authentication or digital alert SOlUtionS through extema[ partners
identity solutions, at 26%. Rounding out the list is

loyalty or rewards programs, at 26%, a crucial tool for
deepening customer relationships.

FIGURE 2

Most in-demand FinTech solutions

The top five features and capabilities that FinTechs offer or will offer by 2031
with external partners

38% 31% 30% 26% 26%

Al-operated Card transaction Call center or Loyalty or Biometric
chat customer management or  customer service rewards authentication or
support alerts solutions programs digital identity

Source: PYMNTS Intelligence
Credit Union Innovation Readiness Index: How FinTechs Are Shifting Their Partnership Strategies, August/September 2025

N = 100: FinTech executives, Feb. 7, 2025, to March 25, 2025

YNVNT.
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FinTechs serving credit
unions are twice as likely
as others to see their edge
as enhanced ability to
help financial institutions
stay competitive.

PYMNTS in Depth | 23

65%

Share of FinTechs that
cite faster onboarding as one of
their competitive advantages

inTechs work to stay ahead of the competition in

different ways depending on their market positioning

and core competencies. The most frequently named

advantages include faster onboarding, cited by 65%
of FinTechs, better data or fraud protection, at 49%, and
more economical solutions, at 51%.
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For FinTechs that sell to credit unions, another critical factor stands out:
34% cite the ability to help financial institutions be more competitive.
This is about 2.5x the rate seen among other FinTechs, at 14%. The
wide gap here points to two important takeaways. First, many FinTechs
that serve credit unions have correctly realized that the competitive
benefits of partnership are a selling point in themselves, something

FIGURE 3

Key FinTech competitive advantages
FinTechs citing selected factors as advantages they have over competitors

Faster onboarding process Lower fees
62.0% G 40.0% D
68.0% 44.0%
Better data or fraud protection Better speed to market for a product or solution
52.0% G 40.0% G
46.0% 40.0%
More economical solutions Lower interest rates on loans
48.0% G 40.0% G
54.0% 38.0%
@® CU seller Non-CU seller
velera
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that credit unions and their historically member-collaborative culture
value. Second, about two-thirds of FinTechs that sell to credit unions
lack this critical perspective. These findings point to the need for
many FinTechs to do a strategic assessment of how effectively they
position themselves as partners for credit unions, not just providers
of specific solutions.

More effectively innovate in technologies More in touch with local businesses
40.0% D 30.0% G

36.0% 32.0%

Higher interest rates on account deposits More closely connected to customers
40.0% G 26.0% D

30.0% 22.0%

Better at helping Fls attract new customers

We help Fls be more competitve for themselves
34.0% G 22.0% G
14.0% 30.0%

Source: PYMNTS Intelligence
Credit Union Innovation Readiness Index: How FinTechs Are Shifting Their Partnership Strategies, August/September 2025
N = 100: Executives at FinTechs, Feb. 7, 2025, to March 25, 2025

© 2025 PYMNTS All Rights Reserved



PYMNTS in Depth | 27
PYMNTS
INTELLIGENCE velera

To win credit unions,
FinTechs should

make compliance
solutions a core part
of the partnership.

'\\C\/

50%

Share of FinTechs that
currently sell to credit unions

f the 100 FinTechs surveyed, only half currently
sell to credit unions. The rest perceive many
obstacles to doing so. One in five FinTechs that
do not currently sell to credit unions cite a lack
of products and services that credit unions like as the biggest
challenge. Another 8% of this group said their products do
not meet credit union members’ needs.

© 2025 PYMNTS All Rights Reserve d
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Although many FinTechs that gave these responses may be focusing
on other commercial strategies, this finding suggests at least some
complacency and missed opportunity. The same may be true for those
that say it would take too long for credit unions to implement their
solutions, at 12%, or that credit unions are not innovative enough to

want their solutions, at 8%.

FIGURE 4
Why FinTechs do not partner with credit unions

PYMNTS in Depth | 29

Compliance and regulatory issues are the other main reason FinTechs
do not serve credit unions, cited by 18% of this group. Credit unions
operate under strict regulations and oversight, such as disclosure
requirements and know your customer (KYC) rules. To consider working
with a FinTech, credit unions must have complete assurance their

would-be-partner is regulation ready.

FinTechs citing selected responses as the biggest reason for not selling to credit unions

40%

30% 27.5%
20.0%
()
20% 18.0% 16.0%
11.8% 11.8% 12.0%
8% 8.0% 8% 9.8% ° 9.8% 809 9-8%
) . D o d o o

10% 3.9% 6.0% 6.0% 3.9% 6.0% 5.9% 3.9% .

[ r 8 A - A o 5
CU compliance We compete for CUs are not We would like to Cus do not It would take too  Our products  Our products do CUs do not see CUs do not We do not have

and regulatory CU members innovative

issues are too

severe our solutions
@ CU seller Non-CU seller
PYMNTS
nteLcence | velera

sell to CUs but
enough to want have been unable budget resources implement our
to thusfar

have enough long for CUs to

to utilize our solutions

services

do not meet
CU members'
demands

not allow CUs to sufficient return have employees products and
expand to new oninvestment who are skilled services that CUs

markets (ROI) for our enough to use like
services our products and
services

Source: PYMNTS Intelligence

Credit Union Innovation Readiness Index: How FinTechs Are Shifting Their Partnership Strategies, August/September 2025

N = 50: Executives at FinTechs that do not sell to credit unions, Feb. 7, 2025, to March 25, 2025

© 2025 PYMNTS All Rights Reserved
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Looking at FinTechs that already serve credit unions helps
put these concerns into perspective. Nearly half of these
FinTechs, at 42%, say that they face no impediments at all,
making clear that it is possible to create a smooth path
to partnership. That said, the other 58% report facing at
least one barrier. The challenge FinTechs encounter most
often is credit unions’ slow decision-making processes, at
38%, followed by complex rules and regulations, at 34%.
Other frequently cited issues are that credit unions take
too long to implement solutions, selling procedures are too
complicated, and that credit unions do not prioritize being
first-to-market with new technologies. These and other
responses underscore the need for FinTechs to understand
the needs and constraints of credit unions, which typically
have legacy systems and relatively slow tech adoption cycles.

velera

FIGURE 5

Challenges partnering with credit unions

PYMNTS in Depth | 31

FinTechs currently selling to credit unions that cite selected issues

It takes too long for CUs to make buying
decisions

38.0% G
34.0%

CUs have complicated regulations

34.0% G
14.0%

It takes too long for CUs to implement
new solutions

32.0% G
24.0%

The procedures to follow when selling to CUs are
too complicated

24.0% G
28.0%

CUs are less likely to be first-to-market with
new technologies

24.0% G
22.0%

CUs do not prioritize innovative product offerings

20.0% D
24.0%

@® March 2025
Nov. 2023

CUs budgets are too small

20.0% D
30.0%

CUs technological infrastructures are not suited

to new technologies

16.0% CEED
22.0%

We cannot get the appropriate executive's

attention

16.0% D
16.0%

CUs do not have employees who are skilled
enough to use our products

10.0% D
14.0%

CUs cannot measure ROI

4.0% @
18.0%

No impediments

42.0% G
6.0%

Source: PYMNTS Intelligence

Credit Union Innovation Readiness Index: How FinTechs Are Shifting Their Partnership Strategies,

August/September 2025

N = 50: Executives at FinTechs that sell to credit unions, Feb. 7, 2025, to March 25, 2025

© 2025 PYMNTS All Rights Reserved
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ACTIONABLE
INSIGHTS
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SNZ 01

FinTechs are rapidly shifting their partnership strategy in response to
evolving market dynamics. They have pivoted away from partnerships with
large national and regional banks in favor of teaming up with credit unions
and other smaller financial institutions, along with platform businesses.

FinTechs need to be aware of these trends and ensure they are focusing
on the best-fit partnerships with strong long-term potential.

5
1) 02

The end-user experience drives FinTech partnerships with credit unions and
platform businesses. Solutions that keep the end-user experience safe, secure
and convenient are the most in-demand, including Al-powered customer
service, transaction management and alerts, reward programs, and biometric
authentication. FinTechs should assess their innovation portfolios to ensure
alignment with demand from credit unions and other target partners.

e

Actionable Insights | 33

N
N

— 1 03

FinTechs can capitalize on their ability to increase the competitiveness of
their partners. This strategic advantage is a critical selling point that can
help FinTechs secure lasting partnerships, especially with credit unions.

Today, relatively few FinTechs are focusing on this approach, however,
revealing an opportunity for innovators to get ahead of the competition.

S

To secure partnerships with credit unions, FinTechs must zero in on
compliance. Credit unions face very strict regulations and accordingly
must be sure that an external partner will not bring compliance risks.
This need not be a roadblock, however. Today, nearly half of FinTechs
that work with credit unions say they face no major impediments in
doing so, making it clear that smooth partnerships are attainable.

© 2025 PYMNTS All Rights Reserved
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METHODOLOGY

redit Union Innovation Readiness Index:
How FinTechs Are Shifting Their Partnership
Strategies, a PYMNTS Intelligence and Velera
collaboration, is based survey of 100 U.S.
FinTech executives whose firms provide services to
commercial banks, community banks, credit unions and
individual consumers that was conducted from Feb.
7, 2025, to March 25, 2025. The report examines the
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y
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fn, deepening partnerships between FinTechs and credit
’%5 5 unions and the key factors driving this collaboration.
83225882 71 H
s THE PYMNTS INTELLIGENCE TEAM THAT PRODUCED THIS REPORT:
HH Lynnley Browning Yvonni Markaki, PhD
;':::: Managing Editor SVP, Data Products
‘tigg
1 Daniel Gallucci Javier Fik
Senior Writer Senior Analyst
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ABOUT

PYMNTS Intelligence is a leading global data and analytics platform that

uses proprietary data and methods to provide actionable insights on what’s
now and what’s next in payments, commerce and the digital economy. Its
team of data scientists include leading economists, econometricians,
survey experts, financial analysts and marketing scientists with deep
experience in the application of data to the issues that define the future of
the digital transformation of the global economy. This multi-lingual team has
conducted original data collection and analysis in more than three dozen global
markets for some of the world’s leading publicly traded and privately held firms.

Velera is the nation’s premier payments credit union service organization (CUSO)
and an integrated financial technology solutions provider. With over four decades
of industry experience and a commitment to service excellence and innovation,
the company serves more than 4,000 financial institutions throughout North
America, operating with velocity to help its clients keep pace with the rapid
momentum of change and fuel growth in the new era of financial services.
Velera leverages its expertise and resources on behalf of credit unions and
their members, offering an end-to-end product portfolio that includes payment
processing, fraud and risk management, data and analytics, digital banking,
instant payments, strategic consulting, collections, ATM and POS networks,
shared branching and 24/7/365 member support via its contact centers. For
more information, visit velera.com.
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We are interested in your feedback on this report. If you have questions, comments or would
like to subscribe, please email us at feedback@pymnts.com.

DISCLAIMER

Credit Union Innovation Readiness Index: How FinTechs Are Shifting Their Partnership
Strategies may be updated periodically. While reasonable efforts are made to keep
the content accurate and up to date, PYMNTS MAKES NO REPRESENTATIONS OR
WARRANTIES OF ANY KIND, EXPRESS OR IMPLIED, REGARDING THE CORRECTNESS,
ACCURACY, COMPLETENESS, ADEQUACY, OR RELIABILITY OF OR THE USE OF OR
RESULTS THAT MAY BE GENERATED FROM THE USE OF THE INFORMATION OR
THAT THE CONTENT WILL SATISFY YOUR REQUIREMENTS OR EXPECTATIONS. THE
CONTENT IS PROVIDED “AS IS AND ON AN “AS AVAILABLE” BASIS. YOU EXPRESSLY
AGREE THAT YOUR USE OF THE CONTENT IS AT YOUR SOLE RISK. PYMNTS SHALL
HAVE NO LIABILITY FOR ANY INTERRUPTIONS IN THE CONTENT THAT IS PROVIDED
AND DISCLAIMS ALL WARRANTIES WITH REGARD TO THE CONTENT, INCLUDING
THE IMPLIED WARRANTIES OF MERCHANTABILITY AND FITNESS FOR A PARTICULAR
PURPOSE, AND NON-INFRINGEMENT AND TITLE. SOME JURISDICTIONS DO NOT
ALLOW THE EXCLUSION OF CERTAIN WARRANTIES, AND, IN SUCH CASES, THE STATED
EXCLUSIONS DO NOT APPLY. PYMNTS RESERVES THE RIGHT AND SHOULD NOT BE
LIABLE SHOULD IT EXERCISE ITS RIGHT TO MODIFY, INTERRUPT, OR DISCONTINUE
THE AVAILABILITY OF THE CONTENT OR ANY COMPONENT OF IT WITH OR WITHOUT
NOTICE.

PYMNTS SHALL NOT BE LIABLE FOR ANY DAMAGES WHATSOEVER, AND, IN
PARTICULAR, SHALL NOT BE LIABLE FOR ANY SPECIAL, INDIRECT, CONSEQUENTIAL,
OR INCIDENTAL DAMAGES, OR DAMAGES FOR LOST PROFITS, LOSS OF REVENUE,
OR LOSS OF USE, ARISING OUT OF OR RELATED TO THE CONTENT, WHETHER SUCH
DAMAGES ARISE IN CONTRACT, NEGLIGENCE, TORT, UNDER STATUTE, IN EQUITY, AT
LAW, OR OTHERWISE, EVEN IF PYMNTS HAS BEEN ADVISED OF THE POSSIBILITY OF
SUCH DAMAGES.

SOME JURISDICTIONS DO NOT ALLOW FOR THE LIMITATION OR EXCLUSION OF
LIABILITY FOR INCIDENTAL OR CONSEQUENTIAL DAMAGES, AND IN SUCH CASES
SOME OF THE ABOVE LIMITATIONS DO NOT APPLY. THE ABOVE DISCLAIMERS AND
LIMITATIONS ARE PROVIDED BY PYMNTS AND ITS PARENTS, AFFILIATED AND RELATED
COMPANIES, CONTRACTORS, AND SPONSORS, AND EACH OF ITS RESPECTIVE
DIRECTORS, OFFICERS, MEMBERS, EMPLOYEES, AGENTS, CONTENT COMPONENT
PROVIDERS, LICENSORS, AND ADVISERS.

Components of the content original to and the compilation produced by PYMNTS
is the property of PYMNTS and cannot be reproduced without its prior written
permission.
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