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More choice & more banks does 
not automatically mean more 
competition

T
he ongoing investigation by the 
Competition and Markets Authority 
(CMA) into the UK’s retail banking 
market continues to fascinate.

The latest note to be released by the CMA, 
on 24 September, was a summary of evidence 
taken from TSB.

I am obliged to TSB. Its evidence was can-
did and, in part, advanced an argument I 
have been trying to get across for some time.

 The note said: “TSB fundamentally 
believed that more choice did not equal more 
effective competition.”

There seems to be an almost evangelical 
belief on the part of the current government, 
the regulators, consultants and the new start-
ups that more players in the current account 
market will, by definition, lead to more 
effective competition.

Perhaps the emphasis ought to be placed 
on the word ‘effective’.

I’d go further and agree with the gist of 
TSB’s evidence: it rejected the commonly 
held view that the current banking model is 
outdated and will not survive.

I’ll make the less than bold forecast that 
the Big 5 are not yet quaking in their boots 
about the majority of the start-ups.

Not a week seems to go by without wildly 
outrageous claims being made by one other 
vested interest arguing that Barclays, HSBC, 
Lloyds, RBS and Santander have had their 
day.

There are the larger challengers, for exam-
ple, Bank of Ireland UK, Virgin Money, NAB 
UK (Clydesdale/Yorkshire) and retailers such 
as Tesco Bank, Sainsburys Bank and M&S 
Bank. 

And there is the growing band of smaller 
challengers and start-ups: OneSavings Bank, 
Atom, Starling, CivilisedBank et al and just 
the other day another new entrant appeared 
on the scene in the guise of Secco Bank.

The argument beloved of the analysts 
goes something like this: the big banks have 
unwieldy legacy IT systems, costly real estate 
and horrendous compliance issues.

The new players are small, nimble, inno-
vative, niche, and will have the winning cul-
ture of an Apple or a Google.

On the first point: the cost-income ratios 
of the big 5 average out at about 63%; Vir-
gin, TSB, Bank of Ireland and NAB UK aver-
age out in the mid to high 60s.

On the point of nimbleness and product 
innovation, Tesco Bank took about four 
years to launch a current account and Sains-
bury’s has yet to dip its toe into that water.

As for the respective mobile bank offer-
ings – as things currently stand – can anyone 
really suggest that the new players offer a 
better mobile banking experience  or greater 
functionality than, say, Barclays or RBS?

The new players yet to launch have work 
to do and are up against big players with 
deep pockets.

I cannot help but think back to recent 
Raiffeisen Bank investor presentations; it 
seems only yesterday but was in fact circa 
2010-2011.

It wanted to grow its retail business in 
Central and Eastern Europe – but, it argued, 
many of its target customers were frustrated 
by traditional branch banking and the inflex-
ibility presented by banking in a physical 
branch. (continued overleaf)
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L
ast week, the bosses of Britain’s leading challenger banks met 
with Charles Roxburgh and other Treasury officials to dispute 
the proposed corporation tax surcharge.

This meeting follows months of debate and opposition 
from the challenger banks. This is unsurprising given the surcharge 
threatens to give the more well-established and highly subsidised 
high street banks an unfair advantage over challenger banks and 
newcomers to the highly competitive financial services industry.

First unveiled during Chancellor George Osborne’s Budget in July, 
the new tax will mean an 8% banking tax surcharge, on top of 
corporation tax, on lenders’ profits in excess of £25m ($37.8m). 
This would favour larger players in the industry since, due to the 
Chancellor’s reduction of the bank levy, bigger banks are expected 
to pay less overall. Meanwhile, the smaller challengers would have 
to pay more than ever before in tax.

This financial stranglehold is therefore dangerous to challenger 
banks, and poses a threat to their crucial role as competitors and 
disruptors within the industry.

It’s been a record year for challenger banks and the increasingly 
emergent FinTech industry. For example, earlier this year, Intelli-
gent Environments announced a partnership with the UK’s first ever 
digital-only bank Atom to deliver a unique mobile banking solution 
to the market.

Challenger banks, in partnership with FinTech companies have 
been undoubtedly leading the way in disrupting the financial servic-
es industry through innovation. In fact, according to a recent survey 
by Interim Partners, an interim management staff provider, more 
than three quarters of banking sector executives believe challenger 
banks have a significant technological edge over high-street rivals.

However, this position is likely to be damaged unless the tax 
surcharge proposals are reconsidered. The UK FinTech sector is 
currently working hand-in-hand with challenger banks to develop 
innovative and, crucially, market-leading, competitive products for 
banking customers. With these higher taxes in place, challenger 
banks may struggle to invest in such innovations to the degree they 
are currently able to.

During last week’s meeting, a tiered structure for the tax was pro-
posed, and it was also argued that the rules governing the amount 
of capital that can be held by the larger banks need to be changed in 
order to level the playing field. However, definite reconsiderations 
have yet to be confirmed, and early reports suggest little movement 
at present.

The implications of the tax surcharge for the emergent Fintech 
sector in the UK are clear, as are the implications to challenger 
banks and their customers. Although it remains to be seen what the 
long-term outcomes will be, hopefully a solution can be arrived at 
whereby the government’s desire for a “more vibrant and competi-
tive banking sector with new banks and more innovation” can come 
to fruition. <

Simon Cadbury

Challenger banks and the corporation tax surcharge
Treasury officials discuss the proposed corporation tax surcharge with the challenger bank bosses, hoping 
to increase competition in the marketplace. Simon Cadbury discusses the changes unveiled by George 
Osborne, the UK’s Chancellor of the Exchequer, and whether or not they will make a difference

(continued from page 1) So it launched Zuno, a new digital bank 
offering a comprehensive range of services online, on mobile to win 
next generation, internet-savvy customers. Zuno would expand its 
customer base and support its ambitious business growth objectives.

Fast forward to September 2015 and Raiffeisen has just disposed 
of the still loss-making Zuno subsidiary, but no matter.

It will be no surprise to see one or more of the established Big 5 
snapping up some of the current digital start-ups – in or about 2018-
2019 would be a fair guess - and hopefully the challengers will be 
able to cash out for a healthy profit.

By then perhaps, Clydesdale/Yorkshire might finally have found 
new and rather more enthusiastic owners than NAB.

In an attempt to be positive for the UK challengers: at the margins 
and where an underserved niche of the market is served, there is 
indeed a fantastic opportunity.

Shawbrook and Aldermore, for example, grew their loans to cus-
tomers at CAGRs of over 80% and 50% in the period from 2012 
to 2014.

The new players are successfully growing their net interest margins 
(NIMs) ahead of the big 5 largely due to the type of customers they 
have been targeting.

One thing is certain: the market is going to remain hugely fun to 
cover and become even more cluttered.

Level Playing Field?
Not content with unprecedented political support and encourage-
ment and assistance from the regulators, the new players are mump-
ing and moaning about the way their profits are to be taxed.

The challenger banks have mounted a vociferous campaign alleg-
ing that the established lenders will have an unfair advantage over 
challenger banks and start-ups relating to the banking tax surcharge. 
What they need, they argue, is a ‘level playing field’.

UK finance minister George Osborne announced in July that the 
new tax will mean an 8% banking tax surcharge, on top of corpora-
tion tax, on lenders’ profits in excess of £25m ($37.8m). 

Leaving aside the rather obvious point that many of the challenger 
banks will not make a profit of £25m for some time – Metro Bank 
for example is yet to break even – the challengers and start-ups are 
unlikely to win this arguement.

It is a bit rich to claim that Osborne’s modest proposal will some-
how stifle the UK fintech sector or strangle at birth the many new 
banks at varying stages of the licensing process.

The new players would no doubt welcome some kind of tiered 
structure for the banking surcharge; no doubt they would welcome 
Osborne penalising the established players by varying the amount of 
capital they need to hold.

I expect Osborne to stand his ground and he will be right do so. <

Douglas Blakey
Douglas.Blakey@retailbankerinternational.com
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A
longside the ever-growing and 
increasingly complex requirements 
of the regulatory authorities, the 
banking market is chang-

ing rapidly as customers opt 
to access services digitally – 
especially via smartphones. 
As well as having to 
adapt to this huge shift 
in demand, the banking 
market is also seeing 
major disruption with 
the emergence of new 
challenger banks, finan-
cial technology compa-
nies and new payment sys-
tems. It is now possible, for 
example, to pay by Twitter.

Digital migration
This year, the industry body, the BBA, 
expects the number of transactions com-
pleted on mobile phones to hit 895 million, 
compared with 427 million conducted in 
branches. Indeed, last year, transactions in 
branches declined by six per cent. By 2020, 
the BBA expects 2.34 trillion transactions 
will be conducted via mobile devices.

As an indicator of how mobile banking 
has taken off, the BBA cites the 22.9 mil-
lion banking apps that have now been 
downloaded by UK bank customers, a rise of 
8.2 million in one year. A recent Euromoni-
tor survey also backs this up, placing the UK 
at the upper end of rankings that measure 
different countries’ use of smartphones for 
banking services. Some 36 per cent of UK 
consumers had used their device for this pur-
pose in a single month.

Besides the technological challenges, 
banks of all sizes also have to face up to 
declining rates of satisfaction among their 
customers, who now expect them to provide 
the same fast and simple mobile or online 
interactions that they enjoy with established 
digital retailers, for example. In Capgemi-
ni’s 2015 World Retail Banking Report, the 
UK registered a decline in satisfaction lev-
els between 2013 and 2015, dropping 2.4 
points to 73.9 in the Customer Experience 
Index.

Inevitably, banks are seeking to satisfy the 
requirements of their ever-more tech-savvy 
customers by moving to predominantly 

digital interaction. It is a strategy that 
makes obvious sense, yet carries 

with it the implicit promise 
to consumers of rock-solid 
reliability and efficiency 
in payment and transac-
tion processing, which 
must be fulfilled. Fail-
ure to do so will incur 
severe reputational and 

financial damage.
Relying on existing 

generic monitoring solu-
tions may seem reassuring, 

but to be on top of the entire 
end-to-end system requires a more 

advanced form of business logic that is fully 
embedded and supplies the correct business 
context.

This is especially necessary when banks, 
particularly the larger ones, are burdened 
with complex and inflexible IT systems that 
have been built and acquired in piecemeal 
layers over the last 20 years. Such systems 
are hard to integrate with a digital front-end 
so that customers can be provided with a 
coherent and seamless experience.

Indeed, without advanced solutions, the 
complexity of legacy banking systems, exac-
erbated by constant out-sourcing of func-
tions, makes truly meaningful end-to-end 
transparency near-impossible and leaves 
banks vulnerable to failures.

If we consider the recent high-profile 
failures of major UK banks to complete 
payments, we can see the scale of the prob-
lem. Institutions with complicated systems 
monitoring millions of transactions have 
been unable to sort the wheat from the chaff 
when critical processes are heading towards 
failure.

The lack of transparency means nobody 
really understands what is critical. When 
market conditions lead to a sudden spike 
in activity, such as a significant increase in 
transactions, they never know if the system 
is coping until a problem hits them.

Banks may have sophisticated dashboards, 

but without the benefit of business context, 
they are of little use. Alerts may be triggered, 
but who knows what they mean in terms of 
relevance to critical business operations?

Looking outside the box
If banks are going to provide customers with 
the experience they now demand, they must 
ask what their systems are supposed to do 
for clients and how that is to be measured.

It is a question of deciding what is really 
important from among the billions of pos-
sible metrics – of applying the right business 
logic. All banks have monitoring tools, but 
most are bogged down in the detail. They 
lack the real-time view of what is really criti-
cal which would give banks the chance to 
intervene before processes collapse.

What a bank needs is a tool that sits on 
top of conventional monitoring solutions 
and has the logic and intelligence to com-
prehend the bigger picture so it can predict a 
failure, allowing the bank to take preventive 
action that removes the threat before dam-
age is inflicted. 

It should establish key metrics and meas-
ure performance against them, building 
them into a dashboard, supplying business 
context and insight.

In simple terms, the bank monitors what 
matters, taking conventional end-to-end 
flow monitoring and boosting its value many 
times by applying its own business logic to 
put key metrics in context.

Such a solution will tell the user at a 
glance which of their critical processes is 
working well and what they should be wor-
rying about. It can quickly be implemented 
as an add-on, without the need to overhaul 
an entire IT estate.

If a bank has this end-to-end view of its 
processes and fully understands how they 
interlink and function, it will have greater 
reassurance that in an age of 24/7 online and 
mobile banking, it is providing customers 
with the services they want.

All the more vital in an age when banks 
have to become truly digital organisations, 
using speed, reliability and convenience as 
important differentiators in a very competi-
tive market. <

Moving to the digital interface requires 
a higher level of process monitoring
Having survived the financial crisis seven years ago, the UK’s retail banking sector now faces a more long-
term set of challenges.Dave Lewis, director of Alpha Insight, looks at the digital issues facing the retail 
banking industry in the United Kingdom and how banks can serve its digital-savvy consumers’ needs
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B
ranches are not very popular at the 
moment. More than 600 branches 
in the UK are set to close this year 
(according to the Campaign for 

Community Banking) – a significant increase 
from the 479 closed in 2014. New banks 
coming into the market, such as Atom Bank, 
Mondo Bank and Starling Bank, have decid-
ed to ignore the branch entirely and focus on 
being either online- or mobile-only. 

However, Virgin Money is putting greater 
focus on its stores and its new Virgin Money 
Lounges which are ‘about more than money 
and banking’, according to the bank. 

With six locations already set-up in the 
UK, including a new airline-themed lounge 
in Haymarket, London, and another set 
for Sheffield early next year, Virgin Money 
seems to consider the method to be the way 
forward. 

Consumer comforts
Upon first entering the Haymarket lounge, 
one thing comes immediately to mind. Bar 

one solitary ATM, the building looks noth-
ing like a bank. 

Features include comfortable seating, free 
computer usage (on desktops and iPads), tea 
and coffee facilities, a virtual fish tank, and 
even a self-playing piano. Financial features 
include on-site staff and huge touchscreens 
to browse and learn more about products. 

Downstairs is where the tie-in to Virgin 
Atlantic begins. The seats resemble those of 
an aeroplane and there are even video screen 
windows to make it seem as if the room is 
soraing through the air. 

It is certainly impressive, but why go to 
such lengths to provide an alternative bank-
ing experience? 

When speaking to RBI, Brian Brodie, sales 
and marketing director at Virgin money, 
said: “Firstly, the brand is synonymous with 
being different and this is one of the mani-
festations that have of that different. We 
definitely wanted to do something which 
is about giving something back to the con-
sumer. It wasn’t just about buying a product 
from us, it was about an experience. 
“What’s better than to have people engag-

ing with the brand in a social way rather 
than in a commercial way? We believe that’s 
more endearing for a customer.
“If you think about us, we’re not the big-

gest bank in the world, so therefore we have 
to figure out how we’re going to acquire 
new customers and this is one way of doing 
it. However, this isn’t just about acquiring 
customers; it’s rewarding existing customers. 
That combination is quite powerful.”

Origins
This approach first emanated from the 
acquisition of Northern Rock by Virgin 
Money. Before the move, Virgin Money was 
very much a digitally-led bank, which Bro-
die said it still was, but with the capture of 
Northern Rock, the bank suddenly had a lot 
of physical outlets.

The lounge idea was already in its early 
stages, but now the space was there to be 
able to realise the notion, despite some of the 
outlets not being in the best location.

Brodie said: “We found there was a power 
between the concept of a lounge and the 
concept of a store and, increasingly, these 
concepts were starting to come together into 
one experience. It was a case of ‘How do 
you start to bring the concepts together and 
make them more powerful as a one, rather 
than two separates?’ 
“The first one we did was in Glasgow. We 

moved a store which was in the secondary 
or tertiary part of Glasgow and moved it to 
a prime site right in the middle of Glasgow. 
We moved the store there and put the lounge 
and created a very similar experience to [the 
Haymarket lounge]. That does work for us. 
It’s quite symbolic of the general industry 
push away from product selling and hard 
selling to something which allows the cus-
tomer to feel able that they can buy from us. 
It’s more led by them than led by us and we 
think that’s where financial services needs to 
move to.”

Feedback and moving forward
While it remains early days, the new lounge 
concept has been receiving very positive 
feedback. According to Brodie, every cus-
tomer that uses the lounge brings half a per-
son with them (on average). This is due to 
the lounge not being a selling zone and cus-
tomers ‘don’t feel under any pressure when 
they come in here’.

Brodie said: “Of course, that has a com-
mercial benefit for us because, inevitably, 
people come into the experience and link 
it with their financial needs. The next time 
they need a savings product, we’ll be first 
in their minds. So it works for them and it 
works for us. Everybody is better off.”

The reason Virgin Money was able to do 
make a move such as this was due to the 
relatively high levels of trust that brand has 
obtained. Even before the post-financial 
crisis world, trust has been an invaluable 
resource for banks.

On this, Brodie commented: “We’re lucky 
enough that we’ve got that trust. Having 
said that, trust is easily lost and hard to win. 
It works for us, I believe, because of the 

Virgin Money refusing to lounge about
While a common thread in retail banking is either the stripping down of bank branches, or a shuttering of 
them entirely, Virgin Money has decided to take a new approach. The launch of the lender’s Virgin Money 
Lounges is trying to bring a cushier experience to bricks-and-mortar banking. Patrick Brusnahan writes

Virgin Money
Virgin Money, formerly Virgin Direct, was 
launched in 1995 and is currently in three 
markets (the UK, Australia, and South Africa). 
Its American arm entered into dissolution in 
2010. 

Virgin Money began plans to become 
a retail bank in 2007 with an attempt to 
purchase Northern Rock. However, it was 
nationalised by the British Government in 
February 2008. 

As a result, Virgin applied for its own 
banking license from the FSA (now known as 
the FCA) in 2009 and gained one through the 
acquisition of Church House Trust the next 
year. It eventually bought Northern Rock in 
January 2012 and rebranded the business as 
Virgin Money. 

As of the lender’s recent half-year results, 
it had earned £81.8m in profit before tax, a 
37% rise from the £59.7m collected in H1 
2014. 
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nature of the brand which has a degree of 
uniqueness to it and a slight cockiness and 
funkiness. It allows space for the brand to 
do something like this. I think it would be 
difficult for our competitors to try and land 
something like this.”

Branchless challengers
Upcoming entrants to the market have 
decided to skip the branch channel alto-
gether and make everything completely dig-
ital. While he sees the value in digital, Bro-
die felt that the physical channels should 
not be underestimated as ‘consumers still 
want it’.

He added: “We definitely believe that 
the world will be going mobile and we’ve 
invested quite heavily in that. Almost 50% 
of our digital traffic comes through mobile. 
Whether people want to bank entirely on 
mobile, if nothing else, I think the consumer 

will tell us. 
“At the moment, the challenge for new 

banks is to get the right mix of customers 
to allow them to grow rather than just a 
group of consumers that may not have the 
dynamic to allow growth.”

The main reasoning for the Virgin Money 
Lounges is to find that perfect combination 
between ‘the human touch and the digital 
experience’.

He said: “We’ve got 80 physical units, 
therefore the physical part of our business 
isn’t huge. About 70-75% of our business is 
digitally led. What we tend to do is advance 
the digital side of our business and drop 
that into the physical. As we develop things 
online, we can deploy that in the stores.
“It’s simply just trying to help the custom-

er through that process. When a customer 
wants a product, we give them an iPad and 
that links into the digital experience online. 

We think because of the physical interac-
tion between humans, the process becomes 
more assisted. It’s a different experience to 
if you just went online by yourself.”

Brodie concluded: “We’re definitely plan-
ning to open more [Virgin Money Lounges]. 
We’ve got another planned for the begin-
ning of next year in Sheffield and we’ll be 
continuing to look at other sites. I think the 
way we describe this strategy is that it isn’t 
a Carphone Warehouse kind of approach 
with a store in every corner. That’s what 
most people are pulling back from. 
“Concept-wise, this is as much about 

being able to give something back to cus-
tomers than anything else because we 
know that customers want to interact with 
us physically. The whole idea of what that 
physical experience is going to be in the 
future is definitely changing and this is part 
of our approach to that.” <
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S
tandard Chartered is having an event-
ful 2015 so far. With falling profit-
ability, the bank has had to undergo 
a massive restructuring exercise. As 

part of former CEO Peter Sands’s aggressive 
cost-cutting plans, the bank axed around 
4,000 jobs worldwide from its retail bank-
ing division earlier this year. It also exited 
its non-core and underperforming global 
cash equities business and announced that 
it would close 80-100 of its retail branches. 
More interestingly, Sands himself exited 
the bank and was replaced by former J.P. 
Morgan investment banker Bill Winters.

Winters, who assumed leadership in June, 
sent out a letter to staff on his first day to 
outline direction and announce changes. 
About a month later, he revealed a more 
straightforward management structure as 
well as his intention to simplify operations. 
With a résumé vastly different from his pre-
decessor’s, many wondered if Winters would 
be steering the bank into a completely differ-
ent direction.

Thus far, the bank’s plan to streamline its 
retail division is very much on course. Rep-
resenting about 33 per cent of group income, 
the retail business is seen as an important 
driver of the bank’s growth. Earlier this 
year, the bank articulated a clear strategy of 

focusing on affluent and emerging affluent 
individuals. “We recognise that we cannot 
be all things to all people,” says group head 
of retail clients Karen Fawcett. 
“We want to build deep long-term relation-

ships, so we’re steering away from clients 
who just want a single personal loan to those 
who will have a multi-product relationship 
with us,” she says.

In fact, the Asia-focused British bank is 
looking to grow together with its clients. In 
a market like Singapore, for example, the 
bank is tapping the emerging affluent clients 
in the personal segment and migrating them 
through to priority banking. 
“We spot them young, partner them at dif-

ferent life stages and serve their financial 
needs as they build their wealth. So, we have 
a continuum,” she explains.

This heightened focus on banking afflu-
ent clients is interesting because while this 
segment currently makes up only one-tenth 
of the bank’s 9 million retail clients, they 
account for a third of the division’s income. 
Done right, and with suitable market con-
ditions, the bank could increase its profits 
significantly.

In line with this strategy, the bank is also 
focusing on high-growth cities – where there 
are high concentrations of affluent individu-

als seeking interna-
tional banking solu-
tions and comprehen-
sive wealth solutions 
and advice. “Our 
footprint is now on 
nearly half of the 100 
fastest-growing cities 
in the world,” says 
Fawcett. 

“It’s about concentration rather than 
spreading yourself too thin,” she added.

What does this mean in terms of cost?
“Our costs are a little too high,” says Fawcett. 
Currently at a cost-to-income ratio of nearly 
70 per cent, the bank is targeting to bring 
that down to about 55 per cent. 
“What we’d like to do is to keep the 

momentum going, but at a lower cost,” she 
adds.

The focus on cities also has far-reaching 
implications on the bank’s distribution. 

“From a channel point of view, there is a 
lot of efficiency in being focused. We’re 2.5 
times more efficient in strategic cities than 
outside of them – so we’re very focused on 
staying in the right cities, where the emerg-
ing affluent and affluent clients are,” says 
Fawcett. 

She adds that they are also looking at 
branches in outlying areas with less traf-
fic and relocating them into urban centres, 
where they can foster much better interac-
tion with the bank’s clients.

What is the digital strategy to complement 
this move?
According to Fawcett, emerging markets are 
moving a lot faster in terms of digital and 
smartphone adoption as compared to more 
mature markets. She cautioned against the 
assumption that emerging markets would 
have to go through the same evolution as 
seen in Western Europe and the US. 
“The markets are leapfrogging. Africa will 

go from handwritten application forms to 
fully mobile in one big step – there will be 
no gentle evolution as what we’ve previously 
seen.”

That is why the bank is revamping its 
digital platform – so that clients can do, on 
their mobile phones and online, everything 
that they previously would have done in a 
branch. 

Emphasising that the full capabilities of 
the bank need to be present in all channels, 
she cites that the strategy follows what cli-
ents want – convenience, ease of use and the 
ability to get banking done whenever and 
wherever they want.

Standard Chartered gets a facelift – 
What can we expect?
It has been a year of changes for Standard Chartered. In anticipation of its management meeting 
happening in Singapore later this year, Retail Banker International’s  Sruti Rao  spoke to Karen Fawcett to 
find out what developments are under way in their retail banking division. Report by Xiou Ann Lim

n STANDARD CHARTERED BANK (SINGAPORE) LIMITED CAR DISCLOSURE

30-Jun-14 31-Dec-14 30-Jun-15

Common Equity Tier 1 Capital 1,418 1,534 1,539

Eleigible Tier 1 Capital 1,418 1,534 1,539

Total Eligible Capital 2,236 2,372 2,373

Total Risk Weighed Asset 17,076 17,068 16,645

Source: Standard Chartered Bank

n STANDARD CHARTERED INCOME STATEMENT, DECEMBER 2014 (S$1000)

2013 2014

Net interested income 121,235 520,925

Profit before income tax 56,628 184,119

Income before operating expenses 194,520 815,149

Profit for the year/period 44,332 148,047

Source: Standard Chartered Bank
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One project that will be rolled out later 
this year is the Retail Workbench, a tablet-
based sales tool that enables staff to ‘bring’ 
the bank to clients – wherever they are. Cli-
ents will no longer have to fill in and sign 
multiple forms, as their data will be digi-

tally captured once and processed. As for 
relationship managers, it means they have 
the full profile of clients at their fingertips 

– facilitating the process of offering tailored 
solutions to meet specific client needs.

As Fawcett says: “It’s not about being 
multichannel or omnichannel. It’s about 
being unichannel – it’s the channel clients 
want. We are client-led, not digital-led.”

Does this mean retail branches will become 
irrelevant?
Fawcett believes that branches are still 
important as clients require face-to-face 
interaction. But the bank has quickly real-
ised that people don’t want to go to branches 
and stand in teller queues. 
“Branches can become unused space if 

you’re not careful,” she says.
She adds that branch transactions start 

to fall as soon as there is a critical mass of 
smartphone and smartphone apps in the 
market. Speaking about retail branches, she 
says: “We certainly don’t need as many and 
their use will be different.” 

She notes that clients now call and visit 
the bank for more high-end problem-solving 
or sales occasions. “So, this whole idea that 
we’re building branches for presence is no 
longer compelling.”

Fawcett stresses that the bank is finding 
opportunities to do things in a more seam-
less, global and consistent fashion. With an 
affluent population that is becoming more 
international in working across borders, 
multi-market capabilities are becoming 
increasingly important. 
“Think about the businessman who needs 

cash management solutions across the coun-
tries to which he is exporting or the expatri-
ate who is working overseas and investing in 
his home country or the parent who is fund-
ing his child’s overseas education,” she says. 

“People want access to global products and 
they want global recognition for their bank-
ing relationship across countries.”

The restructuring of the retail business 
is showing early signs of success according 
to the bank’s recently announced first half 
2015 results. 

Although Standard Chartered saw a 44 
per cent dip in its 1H 2015 profits, the 

retail business operating profit rose by 14 
per cent to $680 million. Higher returning 
Priority and business clients now make up 
46 per cent of the division’s income – com-
pared to 40 per cent in the first half of 2014, 

while costs have come down by 5 per cent. 
As Fawcett says: “Our strength is in our 
network. We have what it takes to be the 
world’s leader in affluent retail banking in 
Asia, Africa and the Middle East.”<

A recap of Standard Chartered’s 2015 so far
8 January - The bank announces plans to axe 
4,000 retail banking jobs and shut down its 
institutional cash equities business, equity 
research and equity capital market operations.

26 February - Former J.P. Morgan banker Bill 
Winters is named incoming chief executive, 
replacing Peter Sands.

4 March - The bank releases 2014 full-year 
results – “profits are down but there is a plan 
of action”.

25 March - Michael Gorriz joins as group chief 
information officer from German automotive 

corporation Daimler AG.

10 June - Winters sends out a letter to staff 
on his first day as CEO, pledging to focus on 
capital and returns. The bank’s shares surge.

19 June - In another letter to staff, Winters 
announces a management shake-up – with 13 
members of the senior management team to 
report directly to him.

5 August - Results for 1H 2015 are released, 
with a 44% fall in profits to $1.8 billion. Win-
ters halves dividends but maintains investor 
confidence as shares surge 6.5 per cent.

“Branches can become unused 
space if you’re not careful”

Karen Fawcett, Group head of retail clients
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S
ahil Mungar, Head of Marketing for 
FNB Digital Banking, says:“FNB’s 
mobile banking app and cellphone 
banking service were ranked as the 

best in South Africa in the South African 
Consumer Site Satisfaction Index 2015.”
“Also, FNB Online Banking (FNB.co.za) 

was ranked number one by South Africa’s 
Columinate Internet Banking SITEisfaction 
Survey 2015. 
“FNB’s banking app was ranked fourth 

best globally in the MyPrivateBanking 
Report, Mobile Apps for Wealth Manage-
ment 2015, and sixth best globally by the 
UX (user experience) Alliance in March 
2015,” Mungar adds.

Launched in July 2011, the FNB 
Banking App is now used on over 
1.5 million active mobile devices. 

“FNB Banking App is our fast-
est growing digital channel,” says 
Mungar. 
“It’s also the most downloaded app in the 

financial vertical across South Africa’s app 
stores. We don’t break down user numbers 
into smartphones and tablets, but, reflect-
ing the fact that tablet ownership in South 
Africa is lower than smartphone ownership, 
we have fewer tablet users than smartphone 
users.”

FNB’s smartphone app is natively avail-
able for iOS, Android, Windows Mobile and 

Blackberry platforms. 
“Our tablet app is available on iOS, 

Android and Windows, and includes Busi-
ness Banking features enabling enterprise 
banking features such as dual-authorisation, 
collections, and payments,” Mungar says.

According to an FNB press release, the 
most popular transactions on the FNB Bank-
ing App are payments, account transfers and 
prepaid products. 

Other transaction types that are popu-
lar with FNB Banking App users are Send 
Money, iTunes gift codes, and card services 
such as cancellations, upgrades and ordering 
new cards.

FNB Connect
Since 2011, FNB has sold 285,000 discount-
ed smartphones and tablets to the bank’s 
customers, and also offers broadband ADSL 
and 3G Internet packages. Around two mil-
lion customers use FNB's digital channels to 
top-up airtime or electricity each month.

In June 2015, FNB launched the FNB 
Connect mobile voice and data service, 
offering FNB-branded SIM cards to custom-

ers along with prepaid, contract, and top-up 
airtime deals. FNB said it is the first bank in 
South Africa to sell SIM cards.

According to South African press reports, 
FNB is using South African mobile operator 
Cell C as its partner for FNB Connect.

FNB said that integrating its FNB Con-
nect service with its digital platforms such as 
Online Banking gives customers the benefit 
of a single login to simultaneously manage 
their financial and mobile accounts.

Enhancements
“Last year, we decided to enhance the Bank-
ing App across all device types with a new 

look and feel, and improved usa-
bility,” Mungar says. 
“Our goal is to improve the 

banking experience across all our 
digital platforms, for example by 
reducing the number of clicks and 
developing innovative solutions. 

“We’re seeing that digital banking is 
becoming a preferred banking channel for 
many customers, and that they are finding 
fewer reasons to use traditional banking 
channels.”

FNB’s Online Banking service has over 
1.5 million active users. “Customers can 
now download and link the FNB Banking 
App to their devices without having to have 
an existing Online Banking profile,” says 

FNB leads South African digital banking market
Mobile app banking is the fastest growing digital channel at First National Bank (FNB), South Africa’s 
oldest bank. The bank has won top ratings for its online and mobile banking platforms, but how is it taking 
advantage of its new digital focus? Robin Arnfield reports on the bank’s technological progress

“We’re getting a lot of repeat users of the cardless 
ATM withdrawal app. People are using the service 
as they don’t want to carry cards”
Sahil Mungar, Head of Marketing for FNB Digital Banking
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Mungar. 
“This improves customers’ ability to get 

started with app banking immediately.”
FNB allows customers to open new 

accounts and switch their banking to FNB 
using its Banking App and Online Banking 
service. 
“The digital account-opening process takes 

under 10 minutes, at the end of which you’re 
given an account number,” says Mungar. 

“You then wait a few days for your card to 
be delivered by a courier, who will carry out 
KYC verification on your doorstep.”

Mungar says that all FNB’s channels, 
including cellphones, online banking and 
the banking app,  provide account manage-
ment services, as well as personalised cross-
sell capabilities offering existing customers 
account upgrades, limit increases, invest-
ments and credit products. 

Because these offers are pre-approved, 
customers have the ability to sign up imme-
diately for them via the channel they are 
using, he says.

Cellphone banking
The South African 
banking market is 
divided between 
affluent customers 
who are very tech-savvy and primarily use 
digital channels, and low-income customers 
who have limited access to technology. 
“These low-income consumers tend to use 

traditional channels and rely on cash in their 
day-to-day activities,” says Mungar.

FNB provides a Cellphone Banking ser-
vice, which uses USSD (Unstructured Sup-
plementary Service Data), a GSM protocol 
enabling cellphones to communicate with 
a service provider’s computers, for lower-
income consumers. 

The service offers basic transactional 
capabilities such as balance checks, prepaid 
airtime, data and electricity, and eWallets 
which enable users to send money to any 
other cellphone.
“Our cellphone banking service is popular 

with low-income customers, with over 2.5 
million active users,” says Mungar. 
“Our eWallet mobile money service gets a 

lot of usage, due to the many migrant work-
ers in South Africa who need to send money 
home to relatives.”

According to FNB, its eWallet service, 
which is also available on the FNB Banking 
App, saw a 95 percent growth in transaction 
volume between May 2013 and April 2014. 

In addition to P2P transfers, eWallet-
holders can buy prepaid airtime, data and 
electricity, pay bills and make purchases at 
selected retailers.

Since 2014, FNB has offered money trans-

fer services from South Africa to Zimbabwe 
and to Mozambique via Western Union for 
users of its Banking App, online banking and 
cellphone banking services. 

Money can be collected at selected OK Ltd 
stores in Zimbabwe or at one of the 15 FNB 
branches in Mozambique.

Last year, FNB launched the Global Pay-
ments services which allows mobile app and 
online banking users to send and receive 
SWIFT payments to and from anywhere in 
the world.

Cardless cash withdrawals
In June 2015, FNB launched a cardless cash 
withdrawal service enabling Banking App 
users to withdraw cash from any FNB ATM 
using their smartphone. 

Users pre-stage the withdrawal on their 
smartphone, select cardless services on the 
ATM, and enter their mobile number. 

They then receive a one-time PIN which is 
valid for 30 minutes.

FNB launched its cellphone-based cardless 
cash withdrawal service, which uses USSD, 
in 2011. 
“So far, over R2 billion ($160 million) has 

been withdrawn from our ATMs via cell-
phone,” Mungar says. 
“Our initial prediction is that the cardless 

cash withdrawal app will be even more pop-
ular than the cellphone-based service due to 
its intuitive user interface, much quicker pro-
cess, and the ubiquity of smartphones. 
“We’re getting a lot of repeat users of the 

cardless ATM withdrawal app. People are 
using the service as they don’t want to carry 
cards.”

ATMs
FNB has over 2,000 ATMs in South Africa. 
Its ATMs range from ATM Advance ter-
minals which offer a full range of services, 
including cash deposits, to mid-tier ATMs 
that dispense cash and offer account man-
agement services, and touchscreen-based 
Slimline self-service terminals.
“Slimline terminals offer bank account 

management facilities, but don’t dispense 
cash,” says Mungar. 
“They can dispense vouchers which cus-

tomers use to withdraw cash from a point-
of-sale terminal, and are usually placed in 
convenience stores.”

According to a news release, FNB’s Slim-
line terminals saw a 30 percent increase in 

transaction volumes between July 2014 and 
April 2015. 

First introduced in 2013, there are now 
1,305 Slimline terminals in South Africa, 
which includes terminals at remote locations 
across the country.

dotFNB
FNB opened its first dotFNB cashless and 
paperless branch in 2012, and has opened a 
further eight dotFNB branches around the 
country.

The branches provides an environment in 
which staff can help FNB customers migrate 
to the bank’s digital channels - App Banking, 
cellphone banking and online banking – and 
show them how to use these channels. 

They offer deposit-taking ATMs, interac-
tive financial planning Microsoft Surface 
tablets, and videoconferencing cubicles for 
interviews with remote subject specialists. 

Customers can open FNB accounts at 
the dotFNB branches and purchase smart-

phones and tablets 
which are bundled 
with the accounts.
“The  do tFNB 

store creates a bal-
ance between what 
we believe to be the 

future of banking and the need for human 
interaction,” Kim Gibson-van der Walt, 
Head of dotFNB, FNB Banking Channels, 
said in a news release. 

He added: “Sales and service pods are 
designed in such a way that customers sit 
alongside the bankers, sharing the experi-
ence of discussing their banking portfolio, 
choosing a device and setting it up with the 
FNB digital channels.”

Sensor technology
In February 2014, FNB introduced interac-
tive gesture technology at its flagship Canal 
Walk dotFNB store. 

The motion sensor technology recognises 
the movement of shoppers who pass by the 
store front, prompts advertising messaging, 
and allows people who choose to interact 
with the screen to view FNB banking prod-
ucts and services.

Customers can select a cheque account 
and a bundled tablet or smartphone on the 
spot by gesture browsing through a cata-
logue of the products available. 

Once the customer has selected the bundle 
of choice, a one-time code is displayed on 
the screen that the customer sends via SMS 
to FNB. 

The customer will then be called by a 
consultant within 24 hours to finalise the 
application process and ensure that the new 
account and smart device deal is active. <

“We’re seeing that digital banking is becoming a preferred banking 
channel for many customers, and that they are finding fewer reasons to 
use traditional banking channels”
Sahil Mungar, Head of Marketing for FNB Digital Banking
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B
anks are still suffering the fall out 
from the financial crisis and the lat-
est scandal never seems far from the 
headlines. 

Whether it’s PPI mis-selling or Libor rate-
rigging, banks’ reputations continue to take 
a battering in the court of public opinion. 

So it seems unlikely that any bank that 
decided to introduce charges for all its 
accounts would see a stampede of customers 
signing up, quite the opposite in fact.

It seems counter-intuitive, but were banks 
to charge for their accounts it would actually 
make their services more transparent. 

Currently they have to recoup losses from 
providing free accounts from other areas 
and services, such as charging for overdrafts. 

If we all paid a fee for our accounts, we 
would be able to choose the level of service 
we were willing to pay for and have total 
clarity about what we get for our money. 

It would also allow customers to earn a 
fair level of interest; consumer advice organi-
sation Which? estimates that customers miss 
out on £9bn ($13.6bn) a year in fees and 
lost interest. 

Fees for accounts would promote compe-
tition by making it easier for people to com-
pare accounts to find the deal that best suits 
them and would also potentially mitigate the 
risk of mis-selling.

Resistance from consumers 
But abolishing the free banking model comes 
with some big drawbacks, not least the risk 
of consumers seeing it as yet another attempt 
for banks to get more of their hard earned 
cash. 

There is also some cynicism around 
whether it would stop banks using unfair 
charges or mis-selling as they could intro-
duce new fees or commission structures for 
employees. 

Perhaps most importantly, it is a legal 
requirement for employers to pay salaries 
into a bank account so charging for accounts 
could be viewed as a new tax. 

It is estimated that nine million people 
have basic accounts who would then need 
to pay, risking a two-tier banking system 
and the poorest people bearing the brunt of 

the charges.
Consumer research from PwC has found 

that there would be stiff resistance from con-
sumers to banks introducing charges to retail 
banking. 

Sixty-six per cent of consumers are aware 
of current account hidden charges and 50 
per cent of customers would be likely to 
change bank if an upfront fee was intro-
duced. 

Sixty-two per cent of customers would not 
be prepared to pay anything for their cur-
rent accounts and 27 per cent would not pay 
more than £10 a month.

Submissions that have been made to 
the Competition and Markets Authority 
show differences in opinion between banks 
towards charging for accounts. 

Barclays seems indifferent, but recognises 
that it could promote competition; 

Lloyds on the other hand believes it is a 
step too far as packaged accounts already 
exist. 

Tesco sees the free account system as 
a barrier to entry as larger banks are able 
to subsidise their free accounts from other 
sources.

On the other hand, Virgin believes a 
charge is necessary to promote competition.

Any wholesale change in charging for 
bank accounts is likely to need to be driven 
by regulatory change. 

Andrew Bailey, deputy Governor of the 
Bank of England and Andrew Tyrie MP are 
both vocal critics of the free banking system. 

How much is this going to cost? 
The Financial Conduct Authority had previ-
ously commissioned a report (which Moor-
house supported) into the costs and benefits 
of account number portability (ANP) as a 
way of increasing competition in banking. 

ANP would make it easier for customers 
to switch provider, as they would retain the 
same unique account identifier. 

The unique account identifier typically 
comprises a six-digit sort code and an eight-
digit bank account number. 

The Current Account Switch Service was 
launched in September 2013 and is designed 
to make switching current accounts from 

one provider to another simpler. 
However, this service does not provide 

ANP as the customer is issued with a new 
account and sort code upon switching. 

If account numbers were fully portable, it 
would be similar to how we can now switch 
mobile phone providers but still keep our 
original phone number.

If ANP was introduced, it would likely 
have biggest impact on challenger banks, 
as their newer technology would probably 
mean they’d be able to offer cheaper services 
than the legacy banks. 

However, introducing APN would require 
huge investment from banks as their systems 
are not currently set up to offer this.

Steps already in motion
Charges for banking are not a new concept 
of course. 

With credit cards for example, we have 
long been able to see what they’d cost us a 
year as well as any extras we’d get, such as 
cash back or points towards air travel. 

And HSBC already has a fee-paying model 
with a range of accounts with different 
charges and levels of service. 

The trend is moving towards charging for 
current accounts but it would be a brave 
institution indeed that implemented fees on 
all accounts.

The mantle needs to be on banks to drive 
innovation in the products and services they 
offer their clients, and if that means charging 
for them then there is nothing wrong with 
that. 

Banks need to put their customers at the 
heart of everything they do and if they are 
successful in this they will design products 
that their customers want and are willing to 
pay for. 

While it’s unlikely that free banking will 
completely disappear in the United Kingdom, 
the direction of travel is very much towards 
different tiers of accounts that offer different 
services for different fees. <

John Lunn, Partner at transformation con-
sultancy Moorhouse

How much does a free bank account cost?
The UK is one of the only countries in the world that persists with the free banking model. But with paid 
current accounts, such as Santander 123, gaining attention, how long will this model continue to exist? Is 
there even such a thing as free banking on the high street for consumers? John Lunn argues
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I
nternet penetration within Israel is 
increasing. The number of internet 
users in the country grew from 4.6 
million in 2009 to 6 million in 2013, 

a huge percentage of the 8 million person 
strong population. This is set to increase ris-
ing to 8.4 million in 2018. Banks are set to 
take advantage of this rise in usage. 

In addition, m-payments increased 
sharply from ILS16.9m ($4.3m) in 2009 to 
ILS293.2m in 2013 at a CAGR of 104.2%. 
This is expected to increase even further to 
ILS2bn. 

Bank Leumi is getting ready for the tech-
nological wave. It has selected Swiss vendor 
Temenos to overhaul and replace its legacy 
core banking system as part of a multi-year 
renovation programme. This is expected to 
save the Israeli lender millions of dollars in 
savings on IT maintenance costs each year.

Transitions 
When asked about the change by RBI, Dan 
Yerushalmi, COO of Bank Leumi, said: 

“There is never a good time to do a trans-
formation of core systems. I joined the bank 
almost three years ago and at that time. 
“At that time, because of the changes 

we’ve seen in the market, we thought we 
should start dealing with two other strate-
gic areas: mobile and digital, and CRM and 
cloud. As a result, we started a consolidated 
Cloud CRM initiative and we’ve built a new 
upgraded digital wallet that includes a lot 
of capabilities that you can do today on the 
mobile if you are a retail, or even SME, cus-
tomer.”

Yerushalmi believed that this is a necessary 
step for the bank to be able to move forward. 

He said: “You can understand that at 
some point, the core capabilities are serving 
as a glass ceiling for every new initiative in 
the bank and impacting time-to-market sig-
nificantly. We’ve implemented this in several 
of our entities in Europe in the past and there 
were two considerations.
“One, we were about to embark on a trans-

formation in North America, but due to the 
lack of experience in the regulatory envi-
ronment in North America, we decided to 
continue with our existing partner there and 

upgrade the current environment and move 
forward in a more straightforward direction. 
In the bank in Israel, we agreed that after we 
will be far into the CRM programme and 
the digital wallet, we will reconsider the deci-
sion.”

Necessary change
Change is needed in the Israeli market as 
it develops. This month, the Bank of Israel 
asked Bank Hapoalim and Bank Leumi to 
sell off their credit card operations in an 
attempt to increase competition in the mar-
ketplace. These two banks hold over 20% of 
the retail credit business and with that going, 
some other road to turnover needs to found. 

To combat this, as well as updating the 
core, Bank Leumi saw an opportunity to cre-
ate something else: a digital sub-brand under 
the bank.

Yerushalmi explained: “We put together 
a plan; however, we said that this by itself 
would be risky and the benefits may not be 
as expected. Then we felt we should build a 
digital channel i.e. a digital sub-brand under 
the banks. It has made a lot of sense to con-
nect the two programmes together. 
“So basically, the first phase of the pro-

gramme is to build a digital ecosystem. This 
is what we have embarked on and we’re 
planning to launch it next year. Then, build 
our core capabilities gradually and replace 
the old capabilities with the new ones with 
some overlaps in the programme. As you can 
understand, today, it is very hard to forecast 
and plan for a few years ahead. Things are 
changing so fast.”

Priorities and strategies
This development is with three strategies 
and three priorities in mind. This is to make 
sure that the overhaul is worth doing and it 
is done right. Most importantly, that these 
changes actually make a difference to how 
the bank services its customers. 

Yerushalmi added: “Firstly, everything we 
do should bring significant business value. 
The second objective is efficiency. We would 
like to build a place where everything that 
we do tomorrow will take half of the time 
and half of the money. The third thing is that 

everything we do must improve the employ-
ee and customer experience. 
“We have also set three priorities. Timeline 

and speed are our number one priorities, 
then cost and then scope. We will be push-
ing the envelope and budget, but we will not 
compromise on timeline and we must deliver. 
We are implementing the strategy in the pro-
gramme and in a year’s timeframe; we will 
launch these digital capabilities and channels. 
There is a new landscape which is agile in 
new technology.”

One of the key components of this shift is 
Bank Leumi’s new digital channel, which the 
lender hopes to launch within a year. But is 
that enough time to launch anything, never 
mind a whole new channel?

He said: “We’re not going to ask for a 
license for a new bank, we’re using our 
own banking license; this is just a digital 
channel. We strongly believe that one of the 
roadblocks in our timeline is the inability to 
crystallise what we want to offer in a digital 
bank. If you want to define very clearly and 
specifically a unique offering, the process 
should be simplified and we don’t see an 
issue in building this within a year.”

How this ‘digital channel’ will form is still 
up in the air. Yerushalmi conveyed that it 

‘might be mobile-only’. The important thing 
is that it has to be intuitive, something that 
the lender has struggled with in the past. 
This is particularly with regards to security 
and identification, a part of the online and 
mobile experience that many banks struggle 
with. However, the COO believed that the 
new digital overhaul would change all of this. 

He said: “One of the real customer frus-
trations is requests to add identification and 
information. Here we will try to do that for 
the customer. We will not ask them ten times 
to identify themselves.”

Yerushalmi concluded: “Right now, our 
bank is definitely leading the whole digital 
space in the local market. The main differ-
entiator today is technology. It’s not pricing. 
We see a lot of the boundaries between busi-
ness and technology blurring and therefore 
the collaboration between the two is critical, 
otherwise you will not be able to make sig-
nificant strides ahead.” <

Bank Leumi leaping into the digital field
Israel’s digital and online market is booming and the financial sector is taking note. Despite a slow start 
for banks, (consumers could only open an account online from July 2014) Bank Leumi is tackling this 
challenge head on to become a fully digital brand. Patrick Brusnahan investigates
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A
ayaz Pira, vice president of Digi-
tal Channel Strategy at CIBC says: 

“We’re focused on making banking 
easy, personalised and flexible for 

our clients. So we look at our opportuni-
ties in digital banking against that strategy 
to ensure we’re delivering the features and 
services that clients want, and that will have 
a positive impact on the overall client expe-
rience.”

Pira says that having a strong digital 
banking offer is now table stakes in Cana-
dian retail banking. “You have to deliver the 
functionality clients want, and you have to 
stay in front of trends in order to deliver on 
the client experience,” he notes.

Multichannel
Pira says that, in general, CIBC’s clients use 
multiple channels for their banking. 
“They often use digital channels for eve-

ryday banking, but then switch to another 
channel to solve a problem or complete a 
more complex transaction,” he says. “Year-
on-year growth of our mobile banking chan-
nels is in the double digits and has started 
to exceed that of online banking. This is 
remarkable considering that mobile banking 
was launched first in the Canadian market 
by CIBC in 2010, just five years ago.”
“Although a number of Canadian banks 

offered WAP (wireless application protocol) 
banking prior to 2010, CIBC was the first to 
launch an iPhone app and a robust mobile 
banking website,” says Forrester Research 
senior analyst Peter Wannemacher.

CIBC’s clients want access to all the bank’s 
channels, but for different types of transac-
tions, Pira says. 
“Our digital channels continue to see 

growth in routine transactions, driven by the 
convenience of anytime, anywhere banking 
on mobile devices,” he says. “Branch and 
other high-touch channels continue to be 
the primary touchpoint for more involved 
and complex financial products, services and 
planning needs.”

While CIBC’s mobile channels are more 
popular among its younger clients, it is a 
misconception that digital channels are only 
used by younger age groups, Pira says. “For 

example, in the last year, we’ve seen strong 
growth in mobile banking in the 55 plus seg-
ment,” he notes.

In a June 2015 speech at the Empire Club 
of Canada in Toronto, CIBC’s CEO and 
chairman Victor Dodig said that CIBC’s 
mobile banking log-ins had grown by 36 
percent in the past year and now exceeded 
30 million a month compared to four million 
branch visits a month. He added that 80% 
of all CIBC’s retail transactions are now con-
ducted outside the branch, with that figure 
expected to increase over time.

Product sales
“Clients who actively engage with us through 
digital channels tend to have a significantly 
deeper relationship with CIBC,” says Pira. 

“In terms of product sales, across the breadth 
of our product line-up, today CIBC only 
offers a subset of products for acquisition on 
our online and mobile channels, and these 
tend to be more of the mass market products 
such as deposit accounts, credit cards, insur-
ance products, etc.”

Pira says CIBC continues to see interest 
from its clients in buying banking products 
remotely. “This works best with products 
that have low complexity and are one-time 
purchases,” he says. 
“For other products, applications can be 

started online but in some cases the custom-
er will shift back to the branch to complete 
the process. 
“In general, there is a growing interest 

from our clients in being able to do more 
online and through mobile, including open-
ing accounts and completing more complex 
financial transactions.”

Like TD Canada Trust and Scotiabank, 
CIBC is using IntelliResponse virtual agent 
software to answer customers’ questions on 
its digital banking platform.

Smartphone-only
The number of CIBC’s mobile banking cus-
tomers who use their smartphones exclu-
sively for banking transactions is growing as 
CIBC adds more functionality to its mobile 
banking app relative to online banking, Pira 
says. 

“We’re seeing very strong adoption of smart-
phone banking by our customers,” he says. 

“Mobile banking adoption has exceeded the 
rate at which Canadians adopted online 
banking in the 1990s, and we’ve seen strong 
growth numbers across all age groups in 
recent years.”

As part of its efforts to integrate its digital 
channels, CIBC is working on several initia-
tives to allow clients to have a deeper inter-
action at ATMs, including using their mobile 
device to withdraw cash, Pira says.

In 2013, CIBC launched its eDeposit ser-
vice enabling retail and small business cus-
tomers to deposit cheques via smartphone. 

“Over five million cheques have been depos-
ited using the service since launch,” says Pira.  
In 2014, over two million cheques were 
deposited using CIBC’s eDeposit service.
“CIBC was the first Canadian bank to offer 

remote deposit capture (RDC) of cheques,” 
says John Mavriyannakis, senior vice presi-
dent of Operations at Canadian bank tech-
nology outsourcing firm Soroc Technology. 

“All the other Canadian banks have followed 
CIBC, as RDC has saved CIBC as lot of 
money.”

In 2014, CIBC launched an eDeposit ser-
vice aimed at business clients who receive a 
large volume of cheques, enabling them to 
deposit cheques online using desktop scan-
ners. 

The scanner features text recognition tech-
nology that reads cheque images and pre-
populates deposit information before mak-
ing the deposit to a client's account. It also 
features duplicate detection technology that 
prevents deposit of the same cheque twice.

Personal Financial Management
“We recently launched enhanced personal 
financial management (PFM) features on 
CIBC’s online banking site,” says Pira. 

“Based on client feedback, we emphasized 
the most relevant tools clients want to use 
and embedded them on the main page of our 
online banking site.”

The new PFM features include giving cli-
ents access to their net worth at a glance, and 
allowing them to set savings goals with pro-
gress tracking, Pira says.

CIBC benefits from early move in mobile banking
CIBC was the first major Canadian bank to launch a mobile banking app and the first to launch NFC-based 
mobile payments. The Canadian bank has benefited from its first-mover advantage, coming joint first with 
Scotiabank in Forrester Research’s 2015 Canadian mobile banking rankings. Robin Arnfield reports
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Mobile app enhancements
CIBC regularly enhances its mobile banking 
apps based on client feedback. “We’re care-
ful to change only what will have a positive 
impact on the client experience,” Pira says.

Recent enhancements include two-factor 
authentication, where a client logs in to 
CIBC’s mobile banking app or to online 
banking, and then obtains a one-time veri-
fication code via SMS/phone/email prior to 
completing any sensitive banking transac-
tions.

Pira says: “We’ve also improved the over-
all client experience by providing clients 
with the ability to sign up directly for mobile 
banking (without having to register and sign 
up for online banking first), and complete 
self-service password resets from within the 
app. 
“Since launch, this new enhancement has 

diverted significant call volumes from our 
call centres. We now also provide our clients 
with mobile targeted offers, enabling accept-
ance of these offers fully within our mobile 
banking app,” Pira adds.

Feedback
“With each enhancement we make, we get 
regular feedback from our clients,” says 
Pira. “One of the advantages of mobile and 
digital channels is that feedback mechanisms 
are almost immedi-
ate .  Leveraging 
traditional market 
research as well as 
social media, we’re 
in constant contact 
with our clients 
about their needs 
today and what 
they would like to see in the future.
“We also invite clients to take part in on-

site focus groups where we let them try 
enhanced versions of our mobile and online 
banking functionality to get their feedback 
on our planned enhancements before they 
hit the market.”

Wearables
In April 2015, CIBC launched the CIBC 
Mobile Banking App for the Apple Watch, 
which enables clients to use their Apple 
Watch to check their balances and recent 
transactions, transfer funds between 
accounts, and find a CIBC branch or ATM.
“In areas such as wearables and payments, 

we see innovations that will allow Canadi-
ans to connect seamlessly with their bank, 
and get more out of their everyday banking,” 
says Pira. 
“Also, we see the opportunity for banking 

apps to fit the lives of our clients through 
developing new functionalities that will help 

clients when they are looking for a home, or 
will integrate with retailers to offer better 
value for people who pay with their phone. 
“This would take apps beyond the transac-

tion at hand and deliver more value to clients 
in everyday activities.”

Suretap
In June 2015, CIBC became the first major 
Canadian bank to make its credit cards avail-
able in Suretap, Canadian mobile operator 
Rogers Communications’ NFC-based open 
mobile wallet. Suretap is operated by Sure-
tap Wallet LP, a company set up by Rogers.

Five Canadian wireless carriers Bell, Rog-
ers, Telus, Koodo and Virgin Mobile Can-
ada, are offering the Suretap wallet across 
Android and BlackBerry smartphones, with 
other device platforms expected to follow by 
the end of 2015.

CIBC says its customers can load their 
CIBC MasterCard- and Visa-branded credit 
cards into Suretap.

CIBC launched Canada's first mobile pay-
ments app in November 2012. The CIBC 
Mobile Payments App allows customers to 
charge purchases of up to C$100 ($76) to a 
credit card using their smartphone.

Analyst view
CIBC and Scotiabank came joint first in 

Forrester Research’s 2015 Canadian Mobile 
Banking Functionality Benchmark ranking, 
with a score of 75 out of 100. BMO Bank 
of Montreal came second with a score of 
69. TD scored 68 and RBC Royal Bank of 
Canada scored 61 in the Forrester ranking.

In Forrester Research’s 2014 Canadian 
Mobile Banking rankings, CIBC received 
the highest score.

CIBC received the top ranking for online 
banking functionality in Canada among the 
big 5 banks reviewed in Forrester Research's 
2014 Canadian Online Banking Bench-
mark report. Scoring 76 out of 100, CIBC 
was followed by RBC with 75, BMO and 
Scotiabank came joint third with 72, and 
TD Canada Trust scored 61.RBC came first 
with a score of 76 in Forrester Research’s 
2014 Canadian Bank Digital Sales Bench-
mark, followed by CIBC with 72, TD with 
71, BMO with 66, and Scotiabank with 59.

“CIBC has been solid in digital banking 
for a few years, but it has been especially 

strong in mobile banking,” says Forrester 
Research’s Wannemacher. 
“The bank has been out in front when it 

comes to providing robust mobile services 
to existing customers, mobile wallet capa-
bilities, mobile cross-selling and shopping, 
and more. This area is heating up across 
Canada – all of the Big Five banks have now 
embraced what Forrester calls the ‘Mobile 
Mind Shift’ - so CIBC is in no way safe. 
“But CIBC’s digital banking platform is in 

great shape. When it comes to online bank-
ing, CIBC has made targeted enhancements 

– a great redesign of its home page, for exam-
ple. If executives at CIBC continue to make 
smart decisions – rather than throwing ideas 
at a wall, something no bank can afford to 
do – it could continue to lead in digital bank-
ing in Canada.”

In his June 2015 speech, Dodig referred to 
“the real challenges faced by the banking sec-
tor from outside disruptors, technology and 
more sophisticated and demanding clients. 

At CIBC, we welcome and embrace 
those challenges,” he said. “In fact, we are 
responding with nothing less than a top to 
bottom reinvention of ourselves, and the tra-
ditional banking model.”

Dodig said CIBC is closely watching new 
developments such as Apple Pay, peer-to-
peer lending platforms, and the blockchain 

technology that 
underlies digital 
currencies such as 
Bitcoin.

CIBC plans to 
deepen its collabo-
ration and strategic 
partnerships with 
outside innovators, 

working with new technology partners and 
networks, and providing seed money to 
incubator and accelerator programs, Dodig 
said.

One example is a partnership which CIBC 
announced in April 2015 with Toronto-
based high-tech incubator MaRS Discovery 
District to create a permanent corporate 
innovation lab where CIBC teams will col-
laborate with researchers from start-up com-
panies to develop new banking technologies. 

The facility will open in autumn 2014, 
CIBC said. CIBC will also join MaRS' Fin-
Tech start-up cluster to support future finan-
cial technology innovations.

CIBC said in a news release that the CIBC 
Mobile Banking app for Apple Watch was 
developed by CIBC team members based at 
MaRS. 
“Development was accelerated through 

CIBC's ability to quickly prototype the 
watch with business and technology teams 
working side by side,” the bank said. <

“We see the opportunity for banking apps to fit the lives of our clients 
through developing new functionalities that will help clients. This would 
take apps beyond the transaction at hand and deliver more value to 
clients in everyday activities”
Aayaz Pira, vice president of Digital Channel Strategy at CIBC
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S
i nce the beg inn ing of  2014, 
consumer credit has shown signs 
of revival. The stock of lending 
per month has decreased only 

once between then and June 2015. This 
has been attributed to the recovery of 
consumer confidence, which recorded a 
positive consumer confidence index in 
August 2014. This was the first positive 
index since the financial crisis in 2008 and 
has been positive ever since.

According to a new report from Timetric, 
Consumer Credit in the UK: Key Trends 
and Opportunities to 2019, stock of 
outstanding consumer credit stabilised 
through 2013 and grew consistently 
in 2014, recording a positive growth 
rate throughout the entire year. Total 
outstanding lending fell from £172.5bn 
($267.8bn) to £168.8bn between 2010 and 
2014. 

While outstanding lending has mostly 
fallen in the last five years, it has increased 
since 2013 and recorded a 6.7% growth 
rate in 2014, to rise from £158.2bn to 
£168.8bn, and overall stock hit £172.3bn 
in June 2015, the highest total recorded 
since November 2010. 

Another factor has been the demand 
for, and availability of, credit rising since 
the second quarter of 2014. Demand for 
consumer lending skyrocketed in the 
fourth quarter of 2014 as payday lenders 
started pulling away from the market due 
to more regulations. 

As a consequence, mainstream banks 
also loosened their lending criteria to 
compete. According to the Bank of 
England’s Credit Conditions Survey, the 
final quarter of 2014 marked the highest 
level of consumer lending since before the 
financial crash. 

Record-low interest rates on personal 
loans are driving other loans in the 
industry. HSBC became the first lender to 
break the 5% interest rate barrier for its 
£7,500-15,000 personal loan in September 
2014. This triggered a price war between 
all mainstream providers as banks and 
building societies rushed in attempts to get 
to the top of the comparison tables. This 

battle has shown no sign of slowing down 
with Sainsbury’s offering rates as low as 
3.5% in August 2015. 

As a result, lending is cheaper than 
ever for consumers, which has naturally 
given the industry a boost. However, the 
personal loan category was hit harder 
than any other in the aftermath of the 
financial crisis and the stock of personal 
loans remains over £30bn below its 
January 2008 total, so there is still room 
for improvement. 

The Bank of England’s base rate has 
been at a record low since March 2009, at 
0.5%, giving financial institutions much 
cheaper access to credit. While this rate 
looks set to rise in the second quarter of 
2016, it had been expected earlier. Record 
low inflation and weaker global growth 
was said to delay the increase by at least 
a quarter. 

Consequently, the cost of credit is set to 
rise and banks will have to pay more for 
funds. Increases will not be extortionate, 
the first rise being a maximum of 0.75%, 
and setbacks should be minimal from this.

Consumer confidence 
Retail sales are soaring and consumers are 
now more likely to buy higher-value prod-
ucts. Total retail sales have nearly matched 
their entire 2014 total in the UK during the 
first six months of 2015 (the annual total 
up to June 2015 is 98.9% of 2014’s total). 
The higher-value categories, electronics and 
computers, are close to meeting their 2014 
annual totals, driven by a surge in consumer 
confidence caused by an increase in real 
wages.

Total retail sales in the UK have grown 
every year from 2009 and 2014and rises 
are set to continue in 2015. Annual retail 
sales increased at rates of 2.7% in 2010, 
5.2% in 2011, 2.3% in 2012, 2.6% in 
2013, and 4.9% in 2014 to an average rise 
of 3.5% each year. 

Real wages have been in decline for 
a majority of the last five years, but an 
increase in wages from the start of 2014, 
combined with record-low inflation in 
2015, reversed this trend. Clothing, food, 

oil and air fares have been among the 
categories that have significantly fallen 
in price so far in 2015, which has allowed 
consumers to spend money elsewhere. 

Consumer confidence has become much 
more positive in the last year. The index 
score was at -13 in January 2014, but rose 
to 7 in June 2015 and averaged 3.1 in 2015. 
This is after recording average monthly 
indexes of -29, -19.9 and -3.75 throughout 
2012, 2013 and 2014, respectively. 

The consumer credit market is looking 
solid and the report predicts it to get even 
stronger through 2015. 

However, interest rates look set to 
increase by at least 0.75% in the middle of 
2016, which will enhance the cost of credit. 
On the bright side, improving economic 
conditions and consumer confidence could 
ensure that the industry copes with interest 
rate rises. 

Timetric forecasts the stock of consumer 
credit to grow from £168.8bn to £177.5bn 
by the end of 2015, to £183bn in 2016, 
£190.1bn in 2017, £196.9bn in 2018 
and £204.6bn at the end of 2019. This 
constitutes an over growth of 19.6% and 
an average annual growth of 3.9% through 
the period. <

British consumer credit’s renewed spirit
Consumer credit is shaky ground. Some consider it useful, others see it as a way of bringing consumers 
into debt. The controversy around payday loans and the after-effects of the financial crisis has certainly 
put it into disrepute. Nevertheless, this UK market is strengthening. Patrick Brusnahan reports
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I
t wasn’t supposed to happen like this. 
Nearly every pollster, commentator and 
talking head going predicted a hung 
parliament in May’s election. In such a 

scenario the Conservative party would likely 
have found it easy to negotiate their way out 
of any commitment to an EU referendum.

Their surprise victory left them with no 
such wriggle room. As a result, we are now 
facing the very real prospect of a British exit 
from the European Union, with a referendum 
potentially being held as early as next year.

The UK’s banking sector has been quick off 
the mark to voice its concerns. Most notably, 
Deutsche Bank has publicly signalled that it 
will be reviewing the case for moving chunks 
of its hefty UK operations to Germany in 
the case of a Brexit. It has set up a working 
group to weigh the pros and cons of remain-
ing headquartered in London if Britain were 
to leave.

The weighty decision
It is unclear at this stage what an exit would 
entail. Adding yet more uncertainty is the 
fact that the vote will not be on the status 
quo, but rather Cameron’s reformed deal, 
for which long negotiations have only just 
begun.

Nonetheless this is a scenario banks will be 
forced to consider in earnest sooner or later. 
And one thing that is certain is that the ques-
tion will be a deeply complicated and multi-
faceted one. It will carry repercussions right 
across the spectrum, touching on almost all 
aspects of banking operations. 

There will be tax implications – for instance 
the UK has the lowest corporation tax in 
Europe, and departure from the EU could 
pave the way for an even friendlier regime. 
There will be regulatory implications - banks 
currently benefit tremendously from EU 
passporting provisions, and it is unclear as to 
what extent a non-EU Britain would retain 
these. All of these factors will interact in a 
complex way. The very best possible informa-
tion, combined with a clear and single view 
of the whole business, will be crucial to any 

decision.
All of this goes to underscore the need for 

better data management and joined-up infra-
structure within banks. Strategic decisions 
of this magnitude cannot possibly be made 
properly without creating a logical dataset 
of all of the organisation’s data and having 
the ability to then glean useful insight from 
this data. Yet much of the current existing 
data environment in banks does not allow 
for either. 

Historically, the growth of banks has tend-
ed to be a sum of the growth of their different 
business lines – retail, investment banking, 
insurance, and so on. Most will typically have 
started as separate, relatively self-contained 
business units. They will have grown in silos, 
often at different times and using radically 
different systems to one another. As a con-
sequence, banks’ data has also grown up 
organically in these same silos. 

The only place in which all this data nor-
mally comes together is in accounting, in the 
ledger. And yet the ledger – while providing a 
consolidated view of sorts – is often only an 
aggregation of transactions. The underlying 
detail either gets lost or remains stuck in the 
various sub-systems.

The push to rectify this and shift towards 
an enterprise view of data – whereby infor-
mation from these disparate business units 
is ‘cleaned’ and brought together into one 
consolidated layer, providing a single view of 
the whole organisation – is, of course, a well-
worn topic in the industry. 

The need for evolution
Banks have been aware of the need to make 
a change for some time. Yet very little pro-
gress has been made. Since the crisis the 
issue has fallen down the agenda. Banks 
have been forced onto the back foot, their 
time and attention consumed with tactical 
firefighting in response to onerous new regu-
latory demands and deadlines.

There is a slight irony here in that many 
of these new regulatory obligations actu-
ally increase the need for a holistic view of 

data within these organisations. Stress test-
ing, for instance, requires banks to be able 
to calculate the impact of certain scenarios 
right across the entire business. And banks 
are now required to provide regulators with a 
far more in-depth, detailed picture of business 
goings-on on a more regular basis in order 
to better allow the regulator to monitor and 
minimise systemic risk. So in its own way the 
regulatory agenda is driving demand for pre-
cisely this sort of beefed-up aggregation layer. 
However, the pressured environment means 
that this transition – if it is happening at all 

– is happening in a piecemeal, reactive man-
ner, as opposed to the longer-term, wholesale 
transformation project it needs to be.

Thinking on a grander scale
Part of the problem with the short-term, 
reactive approach is that the creation of a 
proper consolidated aggregation layer often 
demands long-term planning and investment 
due to the challenges involved. 

The abstract notion of collecting all of 
your data into one place is a simple enough 
idea. But it is easier said than done. The col-
lection of the data itself is merely step one 
of an arduous journey. Given the sheer vol-
umes of data involved in the industry (we’re 
talking datasets with billions of rows here), 
there is a significant technological challenge 
in turning this data into something useful in 
a timely and efficient fashion. This is why 
we’re seeing such a drive to improve com-
puting times. 

And this is before even considering the 
thorny question of ‘cleaning’ the data from 
the multiple sub-systems to ensure consisten-
cy and accuracy. The inescapable fact of the 
matter for most banks is that a proper move 
to an enterprise view of data will require sub-
stantial time, planning, and cost. It will not, 
and should not, happen in an uncoordinated 
fashion as a result of adapting to new regula-
tory demands.

What the sudden prospect of a Brexit ref-
erendum highlights is the importance of this 
undertaking, and the seriousness with which 
banks ought to take it. The post-crash envi-
ronment has (understandably) subordinated 
the issue to the more immediate demands of 
regulators. 

Those banks that get this right will put 
themselves in a far better position to make 
long-term strategic decisions to their own 
benefit. 

The Brexit is just one example, and may 
come to nothing. But it is symbolic of the 
newly complex, global and uncertain world 
banks find themselves in, and highlights the 
increased need for big-picture thinking, for 
which an enterprise view of data is a crucial 
ingredient. <

With a potential Brexit on the 
horizon, the time has come to 
make a data clarity a priority
Mark Holland, Partner and co-Founder at business transformation 
consultancy Holley Holland, explains how looming issues such as the 
possible Brexit highlight the urgency of shifting strategy towards data
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U
p until the last decade the high street 
banking industry was one of the few 
consumer-facing industries that expe-
rienced very little change. Today it has 

just about emerged from the global financial 
crisis, albeit much more heavily regulated and 
scrutinised than before.

But there is something else that is finally 
forcing banks to haul themselves into the 
21st century. The Internet, mobile devices and 
financial services have converged to change 
the way consumers manage their finances and 
the way they connect with their banks.
“The digital revolution will have a greater 

impact on us than the industrial revolution.” 
You might expect that statement from an 
executive of Google, Facebook or Twitter. But 
this was a statement made by Ashok Vaswani, 
Barclays CEO of Personal and Corporate 
banking, at a business school talk last year.

The current landscape
At the start of 2014 there were 9,700 bank 
branches in the UK, which is a fall of 17% in 
a decade. Today high street banking stalwarts 
are waking up and realising the threat from 
the emergence of new B2C fin-tech start-ups 
such as TransferWise and Nutmeg, as well 
digitally enabled banks including Number26 
and Atom Bank (due to launch later this year 
in Germany and the UK respectively). Bank-
ing leaders are recognising that if they do 
not change their business models, they may 
be redundant within the next decade. Take 
HSBC one of the world’s largest banks by 
assets, which opened its first branches in Asia 
in 1865 and recently announced that it is set 
to exit the UK high street.

Whilst this emerging ecosystem of disrup-
tive start-ups certainly provides a threat, they 
also provide an opportunity to gain competi-
tive advantage, which some banks are already 
capitalising on.

VISA is a good example; they’ve made 
numerous investments and acquisitions over 
the past few years. Back in 2012 they took 
a 7.5% stake in payment specialist Monitise 
and have also invested in Square, the secure 
credit card processing company founded by 
the CEO of Twitter, Jack Dorsey.

RBS is another example having sponsored 
Y-combinator start-up GoCardless to the 

BACS network since 2012. GoCardless is the 
UK’s largest provider of online direct debits, 
and two-thirds of household bills are now 
paid in this way. With a 2020 forecast of four 
billion transactions, it’s a strategic partner-
ship in a growing market.

Other organisations are not only partner-
ing with but also investing in their partner-
ships to secure competitive advantage. BBVA 
for example set up BBVA Ventures with 
$100m in seed funding to foster an ecosystem 
of innovation. They’ve since taken a stake in 
start-ups like Radius – who trawl through 
two billion data points to model SME behav-
iour in the US, and SumUp – a provider of 
mobile money solutions.

That banks are good at investing their/your 
money in promising new businesses shouldn’t 
come as any surprise – this is the easy part.  
The hard part is to…

Behave like a start-up
In today’s fast paced world where technol-
ogy is constantly and rapidly evolving the old 
practice of spending two years testing, refin-
ing and developing an idea is now obsolete. 
Typically a high street bank takes 1-2 years to 
develop a new product or service before even 
testing it with customers. 
Large global financial organisations are 
incredibly slow to do anything out of the 
ordinary as a result of regulation, complex 
management structures and processes. Get-
ting them to think and create like a start-up is 
a big challenge. High street banks must look 
to embrace Lean product development princi-
ples where developing ideas and testing them 
early on is key.

Lloyds Bank is an example of a high street 
bank that has committed to investing in an 
organisation wide digital transformation pro-
ject. To do this Lloyds had to embrace Lean 
and Agile product development principles. 

By developing a Minimum Viable Product 
and successfully testing it with a small sub-set 
of customers, staff members quickly become 
more confident in the experimentation pro-
cess producing an environment where innova-
tion is able to flourish. 

Whilst this sounds disarmingly simple it is 
anything but to make this work in a complex, 
matrix structured banking group.

All successful innovation projects have 
one thing in common – a team of innovation 
champions who are dedicated to developing 
new ideas and driving these forward. Often 
known as ‘Innovation Labs’, these usually 
start as entirely separate business units who 
are focussed solely on innovation and prod-
uct development.

They are not involved in the day-to-day 
operations of the organisation as operational 
members of staff tend to be driven by quar-
terly results and targets in the short and medi-
um term, whereas delivering enterprise wide 
change is a longer-term challenge.

It is crucial to get the right people involved 
within the organisation – the people that real-
ly want to facilitate change.

With significant budget being spent on 
new product and service development, com-
municating the work of the Innovation Lab 
to stakeholders is crucial if you are to gain 
widespread support across the organisation.

Regular quarterly updates on the progress 
of Innovation Labs will need to be delivered 
to different parts of the business from the 
CEO, to the marketing team, to non-execu-
tive directors and financial analysts. This is 
key to maintaining continued support and 
budget.

Culture Shift
To try and achieve that all important culture 
shift, high street banks such as Lloyds and 
Barclays are partnering with organisations 
like Start-up Bootcamp and Level 39.  But 
it is also likely that companies will need to 
review the basis on which they reward their 
staff. Most corporations are structured to 
incentivise and reward on the basis of success. 
However, by incentivising staff to produce 
results, they will bias themselves to find posi-
tive outcomes - regardless of what they have 
learned in the process about the suitability of 
the idea for the business. Rewarding honesty 
is the only way to know when to move for-
ward with a new product or service.

It’s not all doom and gloom for existing 
banks though – powerful brands, established 
distribution networks, vast troves of data and 
equally large investment capabilities ought 
to be enough to turn each incumbent bank 
into a ‘super-startup’ if they can master the 
mindset and cultural changes outlined earlier.

High street banking as we know it needs a 
drastic makeover, one which puts innovation 
at its heart to develop the product and ser-
vices its customers’ desires. While high street 
banking is not dead, we can now see that it is 
not immortal either. Banking has transformed 
slowly over the last decade but the pace of 
change must increase if they are to ensure 
they are not left behind by disruptive fin-tech 
challengers. <

How can high street banks ensure 
they are not made obsolete?
Richard Poole of Fluxx examines how banks can remain relevant in 
a constantly shifting marketplace. How can they adapt to suit their 
consumers’ needs with new combatants also entering the marketplace?
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STRATEGY
DBS Group to wind down Islamic 
banking arm

Singaporean lender DBS Group 
is set to wind down its Singa-
pore-based Islamic banking 
joint venture after it failed to 
achieve economies of scale.

In a filing with the Singapore 
Exchange, DBS said: "After 
much consideration, the board 
of directors of The Islamic Bank 
of Asia Limited (IB Asia) has 
unanimously agreed to progres-
sively wind down IB Asia.
"As a separate legal entity, IB 

Asia is unable to achieve econo-
mies of scale."

The bank said that it would 
now handle Shariah-compliant 
products such as Islamic bonds 
or Sukuk directly within its 
main operations.

The process of winding down 
the Islamic banking unit is sub-
ject to shareholders and regula-
tory approvals, and expected 
to be completed within two to 
three years.

M&A
Raiffeisenbank to acquire 
Citibank Czech's retail banking 
arm
Raiffeisenbank, the Czech sub-
sidiary of Raiffeisen Bank Inter-
national, has agreed to purchase 
Citibank's retail banking and 
card businesses in the Czech 
Republic.

The latest sale is in line with 
Citi's strategy of divesting non-
core operating businesses and 
assets, and streamlining opera-
tions to 24 markets with the 
highest growth potential.

Upon completion of the 
deal, Citi's consumer banking 
employees, branches and ATMs 
in the Czech Republic will be 
transferred to Raiffeisenbank.

Citi, however, plans to focus 
on expanding the services it 
offers to Czech corporations, 
banks and public sector clients 
and also continue to service 
its multi-national clients with 
operations in Czech and global 
investors.

Subject to customary and reg-
ulatory approval, the transac-
tion is expected to be completed 

by the first quarter of 2016. 
Both companies did not disclose 
any details about the value of 
the transaction.

Raiffeisen Bank International 
CEO Karl Sevelda said: "The 
acquisition of Citibank's retail 
portfolio by Raiffeisenbank 
is fully in line with RBI's new 
strategic measures which we 
announced at the beginning of 
February.
"Although for the time being, 

our aim is to reduce our risk-
weighted assets, we want to 
grow in selected markets which 
are in a strong position to gener-
ate sustainable returns.
"The Czech market is one of 

those, as it offers a stable eco-
nomic and legal framework, 
there's still catch-up and growth 
potential in the banking market, 
and our expectations regarding 
profitability and risk are posi-
tive."

As of the end of the first half 
of 2015, Raiffeisen operated 
with 125 business outlets in the 
Czech Republic and has approx-
imately 2,700 employees.

DISTRIBUTION
Bank Muscat launches electronic 
branch in Oman

Bank Muscat has launched its 
first electronic branch in Oman 
to enhance banking experience 
of both retail and corporate cus-
tomers.

The ebranch incorporates 
various exclusive facilities such 
as a self-service zone for custom-
ers for conducting daily banking 
transactions.

It incorporates cash deposit 
machines for corporate, a video 
calling facility for face-to-face 
interaction with call centre 
employees, and a social corner 
for customers to interact on 
social media channels, among 
other facilities.

The eBranch enables various 
self-service banking transactions 
such as fund transfers between 
own accounts, to third party 
accounts in Bank Muscat, to 
other bank accounts in Oman, 
international transfers along 
with speed transfer to India.

In addition, customers will 

be able to use the eBranch for 
online bill payment of util-
ity services including electricity, 
water, mobile, landline, internet, 
school fees and Bank Muscat 
credit cards, as well as for block-
ing of debit or credit cards, and 
mobile top-up for Ooredoo and 
Omantel service.

The ebranch will allow self-
service access for most of its 
services, though it will also have 
employees for assisting custom-
ers unfamiliar with electronic 
banking.

Bank Muscat AGM for 
cards & ebanking Tariq Atiq 
remarked: "As the flagship bank 
in Oman, and in keeping with 
the technological trends, Bank 
Muscat is proud to introduce 
the eBranch which widens the 
bank's reach, especially to the 
country's youth with a host of 
services which spell convenience.
"Driven by innovation and 

the latest technological trends, 
the eBranch presents a unique 
facility from Bank Muscat that 
helps both retail and corporate 
customers bank at convenience."

DIGITAL
Axis Bank unveils new mobile 
app to boost payment banking

Axis Bank, India's third larg-
est private sector bank, has 
launched a new mobile app 
called LIME which integrates 
a mobile wallet, shopping, pay-
ments and banking.

The lender in a statement 
said that LIME will act as an 
independent app, empowering 
any person to open individual, 
shared mobile wallets and make 
seamless peer to peer as well as 
online, offline merchant pay-
ments.

The software application will 
also enable the users to compare 
and buy products and services.

LIME will also enable individ-
uals to open a full-fledged sav-
ings account digitally, by com-
pleting the KYC process, using 
their mobile, the bank said.

Commenting on the launch, 
Axis Bank managing direc-
tor and CEO Shikha Sharma 
said: "Customer preferences 
are changing rapidly and tech-

nology is transforming the way 
these preferences are being met. 
Our effort has been to constant-
ly innovate through the use of 
smart technology to meet these 
evolving needs. LIME is the next 
big step in this journey."

Axis Bank head retail banking 
Rajiv Anand said: "Given the 
boom in smartphone ownership 
across India, people are inter-
acting with their banks digitally. 
LIME is an integrated mobile 
app that offers high customer 
engagement through new digital 
and financial behaviours.
"It offers a connected suite of 

services designed specifically 
to address the users' shopping, 
payment and banking needs. 
LIME will change the way peo-
ple manage their money and set 
financial goals."

STRATEGY
Paytm to launch India’s 
payments bank in 2016

Mobile wallet company Paytm 
is planning to launch India's 
first payments bank around 
April-May 2016.

Paytm Payment Bank, the new 
entity created to house the pay-
ments bank, will also include the 
mobile wallets business.

Payments banks will serve 
as a tool to aid financial inclu-
sion, extending financial help to 
MSMEs and SMEs. They will 
primarily offer remittance ser-
vices and accept deposits worth 
up to INR10,000 ($152).

According to local media 
reports, the company is now 
searching for a CEO for the new 
service. It is planning to recruit 
100 staff a month to start the 
new business.

Paytm, which now has over 
104 million mobile wallets, 
expects to reach 150 million by 
March 2016, reported The Eco-
nomic Times (ET).
"We have an edge on timeline. 

The next year or a year and 
half, when these companies get 
started, we will still be playing 
the business," Vijay Shekhar 
Sharma, co-founder of Paytm's 
parent One97 Communications 
told ET.

The wallet license will be sur-
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rendered shortly to the RBI and 
will operate under the payments 
bank licence.
"We will build our banking 

correspondent network first and 
also lead by technology," added 
Sharma.

M&A
BMO Financial Group to buy GE 
Capital's transportation finance 
arm
BMO Financial Group has 
agreed to buy General Electric 
(GE) Capital's transportation 
finance unit in the US and Can-
ada.

GE Capital's transportation 
finance business offers whole-
sale and commercial end-user 
financing to OEMs, dealers as 
well as end users for heavy and 
medium duty commercial trucks 
and trailers.

BMO will retain the business' 
management team and employ-
ees following its takeover.

The deal, subject to customary 
regulatory and other approvals, 
is scheduled to be completed in 
December 2015.

BMO will fund the transac-
tion mainly through existing 
balance sheet liquidity, addi-
tional deposits and wholesale 
funding.

BMO Financial Group CEO 
Bill Downe said: "BMO Finan-
cial Group is recognised as a 
market leader in commercial 
banking in both the U.S. and 
Canada; it is a core strength of 
the bank.
"The transportation finance 

assets we are acquiring have 
many of the characteristics 
of other business segments in 
which BMO has proven capa-
bility. This represents a unique 
opportunity to grow our com-
mercial customer base."

The latest sale forms part of 
GE's broader strategy to sim-
plify operations by downsizing 
its financial operations through 
the sale of most GE Capital 
assets and focusing on contin-
ued investment in its industrial 
operations.

Under this strategy, GE will 
retain the financing units that 
directly relate to the company's 
industrial businesses.

GE Capital chairman and 
CEO Keith Sherin added: "With 
the sale of our Transportation 
Finance business to BMO, we 
have again found a buyer with a 
customer centric culture who is 
committed to the industry and 
growing this business with the 
help of our tenured and experi-
enced team.”

M&A
Citigroup to sell consumer bank 
in Hungary to Erste Group

Amer ican  bank ing  g ian t 
Citigroup has agreed to sell its 
consumer banking operations 
in Hungary to Austria's Erste 
Group Bank.

The sale includes Citibank's 
retail banking and investment 
operations, consumer loans and 
cards operations, the CitiBusi-
ness microenterprise accounts 
along with transfer of consumer 
banking employees.

The deal is expected to receive 
regulator nod by this year end, 
with the transfer of customer 
accounts likely to occur by the 
fourth quarter of next year.

Commenting on the deal, 
Citibank Europe plc Hungarian 
Branch Office acting CEO Jon 
Wiggins said: "We are transfer-
ring a demanding and financial-
ly sophisticated customer base 
that is open to innovative bank-
ing solutions. We have a big 
challenge ahead, but we believe 
we have found the right partner 
to fulfil Citibank customers' 
expectations.
"We are committed to ensure 

great outcomes for custom-
ers and employees. Until the 
migration takes place, which 
is not expected to occur before 
the fourth quarter of 2016, 
Citibank continues to run its 
consumer business in a business 
as usual mode. "

Meanwhile, Citi  said it 
intends to remain in Hungary 
and concentrate on expanding 
the services it provides to Hun-
garian corporations, financial 
institutions, multinational cli-
ents and public sector clients.

In addition, it also intends to 
expand its Citi Service Center 
in Budapest, which services Citi 

franchises operating in over 50 
countries across the globe.

M&A
Barclays to sell Portuguese retail 
banking business to Bankinter

Barclays has agreed to sell its 
retail banking operations and 
other non-core assets in Por-
tugal to Spain's Bankinter for 
almost €175m ($197m).

Apart from retail banking, 
the deal includes sale of assets 
including Barclays' wealth and 
insurance management opera-
tions, and part of its corporate 
banking business in Portugal.

The bank has also agreed to 
offload its insurance unit to 
Bankinter's subsidiary Bankint-
er Vida, which runs an insur-
ance joint venture with Mapfre.

Following completion of 
the deal, about 1,000 Barclays 
banking and insurance employ-
ees, and 84 branches will be 
transferred to Bankinter and 
Bankinter Vida.

According to Barclays, the 
sale is likely to trigger a post-tax 
loss of about £200m ($307m) 
and reduce its risk-weighted 
assets by about £1.7bn.

The transaction, which sub-
ject to regulatory approval, is 
slated to close in the first quarter 
of 2016.

However, the bank would 
retain its Barclaycard, invest-
ment-banking and multinational 
corporate-banking divisions in 
Portugal.

DIGITAL
German carmaker Opel moves 
into online retail banking space

German automobile manufac-
turer Opel has forayed into 
online consumer banking busi-
ness in a bid to diversify its refi-
nancing base.

The Germany-based GM 
subsidiary said that a push into 
online consumer banking will 
add more potential customers to 
its existing 200,000 client base, 
who use its in-house bank for 
car loans or leasing deals.

Depending on the perfor-
mance in Germany, the com-
pany may also expand the con-

sumer banking operation to 
other European markets.

Opel re-launched the auto-
motive lending and financing 
operations in April 2013 after 
its financing arm GM Financial 
Company re-purchased interna-
tional automotive lending oper-
ations, which it had sold during 
the 2008 financial crisis.

REGULATION
HSBC's Argentine arm told to 
remove CEO

Argentina's central bank has 
asked HSBC's local unit to 
remove its chief executive and 
president Gabriel Martino 
within 24 hours, arguing that 
the bank failed to establish nec-
essary controls to curb tax eva-
sion and money laundering.

As part of the move, the cen-
tral bank also cancelled the 
licenses of Martino as well as of 
Miguel Angel Estevez, a director 
of the bank.

The central bank accused 
Martino of not taking necessary 
measures to mitigate and ade-
quately address the prevention 
of money laundering and the 
financing of terrorist activities.

The bank's spokeswoman 
Lyssette Bravo said that HSBC 
Argentina continues to operate 
normally in the country.

The bank conforms to the 
laws and regulations that gov-
ern its activity in the country 
and will continue cooperating 
with the justice system and regu-
lators, she added.

According to a government 
presentation released to the 
media in November 2014, 
HSBC allegedly aided clients 
stash assets abroad to avoid 
paying taxes through shell com-
panies and using legal advisers 
and lawyers.

Argentines held as many as 
4,000 accounts at HSBC's Gene-
va branch, with only about 125 
having declared funds, the pres-
entation showed.

Though HSBC rejected the 
charge, in March 2015 Argen-
tina said it wanted HSBC to 
repatriate $3.5bn that Argen-
tine tax authorities said the bank 
had moved offshore. <

RBI 718 September.indd   19 02/10/2015   10:34:01



20  y  September 2015 www.retailbankerinternational.com  

COMMENT: MARY CLARKE Retail Banker International

T
he Bank of England’s Governor Mark 
Carney declared that the “Age of Irre-
sponsibility” in banking was over in a 
speech focusing on ethics at Mansion 

House on 11 June 2015.
Carney said that the various banking scan-

dals of recent years had revealed standards 
of weak behaviour, poor management and 
poor personal accountability, which led to a 
banking culture in which ‘unethical behav-
iour went too far, was unchecked, prolifer-
ated and became the norm’.

He promised to tackle the ‘ethical drift’ 
the City of London has tolerated in its search 
for trading profits. As part of the crackdown 
on rogue traders, he noted that large fines 
are not the answer to a flawed city culture 
and recommended tougher rules and longer 
prison sentences for irresponsible traders 
who break the law.

How to achieve the cultural shift?
What is being done to identify and address 
the root causes of the ‘unethical behaviour’?

While many banks have strengthened their 
governing processes since the financial crisis, 
many still do not have systems in place to 
measure how people act or behave at work 
or that enable them to identify patterns of 
risky decision making.

At this year’s Retail Banking conference 
we introduced the issue of ‘people risk’ – 
risks that stem from people’s behaviour and 
actions.  In our experience, 30% of any com-
pany’s workforce has serious gaps in under-
standing or misplaced confidence which 
poses a consistent and significant risk to the 
business and companies need to find better 
ways to identify and address these risks. 

This discussion was well received and it 
is clear that many banks need to be look-
ing more closely and identifying their people 
risks.

Carney’s new rules and tougher prison 
sentences and the new Banker’s Standards 
Review Board (BSRB) will promote an on-
going review of competence, culture and 
behaviour in the banking sector. The intro-
duction of the new Senior Managers Regime 
next year will also hold senior managers to 
account for their poor decisions and banks 

will also have to adhere to a ‘certification 
regime’ that will require firms to assess fit-
ness and propriety of staff in positions where 
the decisions they make could pose signifi-
cant harm to the bank or any of its custom-
ers.

Are these measures enough?
The banking sector is accepting that change 
is required and transparency is playing a 
major role in the transition towards trans-
formation. However, without the means to 
mitigate and manage People Risk, evidenc-
ing sustainable transformation will be hard 
to achieve.

To drive cultural change, banks need to 
find new ways to identify measure and evi-
dence unethical behaviour. They need to 
uncover what people really know and under-
stand about their roles as well as how they 
are likely to act, work or behave in any given 
circumstance.

Mitigating risk is not just about processes, 
it is about understanding how people behave 
in different aspects of their roles in a day to 
day basis. It is about drilling down to the 
root causes of behaviour and addressing any 
areas of concern with targeted interventions 
such as coaching or training.

One effective way of doing this is measur-
ing and assessing a combination of employee 
competence, knowledge and confidence to 
reveal what people understand and how they 
use their knowledge and how they act in cer-
tain situations.

By assessing competency and confidence 
together, companies can spot ‘risky’ indi-
viduals - people with low knowledge and 
high confidence as well as those with high 
knowledge but low confidence, who might 
not make the right decisions under pressure.

This enables managers to gain insight into 
how individuals are performing, their weak-
nesses and knowledge gaps and the decisions 
they are likely to make. The results help 
identify star performers as well as weak links 

– individuals who might need more training 
or who are actually not fit to practice.

Organisational risks and culture do not 
sit in one easy to define central function. 
Rather they exist in a myriad of behaviours 

and habits of individuals spread across all 
levels of the operation.  Ensuring that the 
drivers of employee behaviour in relation to 
risk management are effectively embedded 
into the operations of the business will help 
to shape banking culture for the better.

Cultural change across the banking sec-
tor can only happen if banks invest greater 
resources in ensuring that the people they 
employ are not only competent but demon-
strate the right behaviours at work all of the 
time. 

They need to be able to weed out risky 
individuals and clamp down on risky behav-
iour and decision making and change the 
culture within.  Introducing intelligent 
employee assessments is one way they can 
do this.

Assessments that examine employees’ 
behaviour and likely decision making should 
be part and parcel of working life – allowing 
managers to spot and address risky behav-
iour and deal with it, before serious prob-
lems arise.  Only then will managers have 
an accurate picture of how competent their 
employees are together with an indication of 
their likely behaviour in any given situation.

If banks can improve the competence of 
their workforce, they will not only get the 
best out of them and help them fulfil their 
potential, they will start to see a change in 
their behaviour, confidence and attitude. 

By understanding and addressing their 
people risk banks should be able to drive a 
positive culture change which will help them 
regain public trust and restore their dam-
aged reputations.

We are currently working with a number 
of firms to help them mitigate risk, not just 
process but people related, where the con-
tinuous improvement of staff capability and 
confidence drives a change in behaviour, 
towards building customer centricity.

A people risk and competency manage-
ment system can provide the data, analyt-
ics and evidence needed to make strategic 
people based decisions and deployments to 
evidence regulatory compliance, to reduce 
the cost of audit and mitigation and to more 
accurately target training investment and 
interventions. <

Are banks measuring and mitigating their people risks?
Mary Clarke looks at how banks can more effectively manage their people risk by paying more attention 
to employee behaviour. She argues that if banks are to regain public trust and restore their damaged 
reputations they must drive a positive culture change within by effectively analysing all kinds of risk
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