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Wage advance-focused
US neobank Clair raises

$15M

Article

NYC-based Clair completed a $15 million Series A funding round, bringing its total funding to
$19.5 million after scoring $4.5 million in a seed round a few months ago, TechCrunch reports.

Here's what it does:
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https://techcrunch.com/2021/06/10/clair-series-a/

" The neobank’s flagship offering is a free earned-wage advance product. It integrates
directly with HR systems to grant customers early access to money they’ve already earned. It
also provides more standard neobank features, including spending and saving accounts, a
debit card that can be accessed virtually via its app, and personal finance management tools.
The neobank plans to use its fresh funding to continue to expand into areas like healthcare
and debt repayment, per TechCrunch.

" Clair acts as an alternative to predatory payday lenders. US regulators have had their eyes
on payday lending for some time: They issued a call in March 2020 for financial institutions
(Fls) to offer small-dollar loans to shield financially distressed consumers from having to turn
to payday lenders. Clair’s solution joins small-dollar lending options from Fls including
neobank Varo’s Varo Advance and Bank of America’s Balance Assist, as well as similar early
wage access offerings from neobanks Chime and Current.

Clair is spearheading its customer acquisition efforts with early wage access— a sidelong
approach to becoming a banking services provider. Instead of beckoning in new customers
with attractive rates or perks on deposit products like savings or checking accounts, Clair is
trying to persuade customers using its free payday loans to also use its digital banking
offerings.

It's a high-risk, high-reward strategy:.

* On one hand, Clair charges nothing for wage advances and even pays workforce management
and payroll systems to integrate with its tech So, if it doesn't get enough signups and usage to
drive significant interchange revenues, its business model will be untenable.

* On the other hand, the customers the neobank attracts have an elevated chance of using their
new Clair accounts as their primary accounts, given that they’ll have an existing direct-deposit
relationship with Clair through their HR system.
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https://www.federalreserve.gov/newsevents/pressreleases/files/bcreg20200326a1.pdf
https://www.prnewswire.com/news-releases/introducing-varo-advance-instant-cash-access-up-to-100-301154001.html?utm_source=Triggermail&utm_medium=email&utm_campaign=Post%20Blast%20bii-banking:%20Varo%20unveils%20small-dollar%20loans%20|%20Chase%20offers%20401(k)%20small%20business%20solution%20|%20Monese,%20Mastercard%20partner%20to%20address%20underbanked%20consumers&utm_term=BII%20List%20Banking%20ALL
https://newsroom.bankofamerica.com/press-releases/bank-america-introduces-balance-assist-revolutionary-new-short-term-low-cost-loan
https://www.chime.com/get-paid-early/
https://current.com/blog/early-direct-deposits-is-the-game-changer-you-need/

Respondents’ Demand for Neobank-Specific Features

Choose your own monthly fee for your account, down to $0 42% 27% 17% 9% 6%
Set up a direct deposit to get paid two days early 34% 26% 20% 1% 9%
Set up no fee overdrafts of set amount (i.e. $50—100) 33% 30% 22% 10% 5%
Report payments such as rent to credit bureaus to build credit 28% 28% 22% 12% 10%
Request a small advance on your next paycheck without interest or credit check 26% 22% 20% 14% 18%

Create and mail paper checks from the mobile app for free 26% 28% 23% 14% 10%

Set up subaccounts for automatic savings 22% 29% 27% 14% 9%

mExtremely valuable B Veryvaluable W Moderately valuable  mSlightly valuable Not valuable

Source: Insider Intelligence US Mobile Banking Competitive Edge Study, August—September 2020
Methodology: The data is based on an online survey of 2,324 US mobile banking users and a study of 4 US neobanks. Respondents to the online survey were sourced
from a third-party sample provider to closely resemble US demographics on the criteria of gender, age, and income.
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