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RBS deserves credit for 
branch right-sizing

B
y the year end, there will be only 
8,400 bank branches in the UK, 
down by 7%, a net reduction of 650 
outlets for the year.

The rate of closure is accelerating; net 
branch closures in 2014 and 2013 were 500 
and 222 units respectively. 

In the race to right-size its branch net-
work, RBS (including NatWest) is ahead of 
the curve. It has closed almost 400 branches 
out of the 1,150 outlets already closed or set 
to close for the period 2014-2015.

For understandable reasons, campaigns 
such as Move Your Money take an entirely 
different view. It argues that RBS NatWest 
“is the worst UK bank for branch closures 
...it has shut 385 branches between 2014-
2015 more than one third of the total of 
1150 closures across the UK.”

I would respectfully beg to differ with 
Move Your Money. 

It has its own agenda and patently fails to 
recognise a number of factors such as trans-
formational changes in customer behaviour 
and the rather essential requirement for RBS 
to continue its drive to reduce costs.

In this regard, RBS is ahead of target: it 
was aiming to reduce costs by £800m by the 
end of the third quarter and has reported 
that the target has been exceeded; a revised 
target of £900m of cost reduction has been 
set in place for the full fiscal.

Other Q3 highlights include ongoing 
efforts to build customer engagement with 
a competitive current account offering cus-
tomers 3% cash back on their household 
bills for a monthly account fee of £3. 

The initial launch of the Reward account 
to existing private and packaged account 
holders has attracted around one million 

customers, so far so good on that front.
RBS also reported positive market share 

gains in the mortgage sector. 
UK net mortgage lending totalled £3.8bn 

in Q3 2015, with a strong applications pipe-
line and gross lending up 42% from Q3 
2014 to £7.4bn.

Its flow market share in Q3 2015 was 
12.1% of the UK market, compared with 
RBS’s stock share of 8.5%.

Major challenges remain, in particular 
the challenging looking deadline to split off 
Williams & Glyn. If it meets the 2016 target 
date, the writer will not be alone in being 
pleasantly surprised.

Targeting a return on equity in excess of 
10% is ambitious; to get its adjusted cost-
income ratio of 75% in Q315 down towards 
50% would represent a gargantuan achieve-
ment and doubtless witness Ross McEwan 
feature prominently in a future Honours 
List.

Less positive metrics contained within the 
bank’s Q3 presentations include its dismal 
net promoter score (NPS), in particular in its 
home market Scotland.

The NPS for RBS Scotland in the third 
quarter was -9, down from -4 a year earlier 
compared with NatWest England and Wales, 
where the NPS is +8, up slightly from 7 a 
year ago.

The RBS brand image remains an issue; it 
will need to do a little more than refreshing 
its logo and giving its corporate acronym a 
lower-case makeover by axing the RBS logo 
in caps and replacing with rbs in lower case.

Douglas Blakey
Douglas.Blakey@retailbankerinternational.com
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The Changing World of Payments
For many years, little changed in the world of payments. Of course, with this £75 trillion per year industry 
being a vital part of the country’s economic and financial infrastructure, one might argue that this was a 
good thing. Anthony Duffy, Director of Retail Banking at Fujitsu, comments on these trends

M
ost users of payment mechanisms 
highlight the need for stability, reli-
ability and certainty when it comes 
to transferring large volumes and 

amounts of money around the country and 
across borders. Furthermore, with banks 
being perceived to have a strangle-hold on 
the payments business - stemming from their 
deep customer relationships and their own-
ership of the infrastructure through which 
payment transactions were made - there was 
little incentive for new entrants to challenge 
the incumbents and provide something new.

And then the world began to change. Two 
great levellers emerged. Firstly, digital technol-
ogies that offer the potential to by-pass tradi-
tional barriers to entry and put an organisation 
in direct contact with the customer. Secondly, a 
changing regulatory environment, which posi-
tively encouraged new ways of doing business. 
Outsiders who looked at the payments industry 
and saw that it was ripe for change could, for 
the first time, have confidence that a new ven-
ture might be successful.

We have yet to see what the full effects of this 
technological and regulatory change will be. 
But we are sure that, as a result, the payment 
infrastructure will be permanently and irrevers-
ibly changed. So how will the journey play out?

We believe that change will, over time, pick 
up speed. In the first phase, new entrants rec-
ognised that the size, scale and structure of the 
industry presented them with huge opportuni-
ties. 

They further understood that perhaps the 
quickest and easiest way to build successful 
businesses was simply to ‘piggy-back’ on the 
success of the banking and payments industries.

The new kids in town 
Perhaps the most successful example of this 
approach is PayPal. Founded in 1998, by 
2014 it was generating $7.9bn in revenues 
and provided payment services in 26 curren-
cies and between 190 countries. Yet most 
customers operate their PayPal accounts 
using the plastic card infrastructure, devel-
oped and promoted by banks, using cards to 
debit and credit funds at either end of the 
payments process. This did not constitute a 
revolution, more a pragmatic response.

Other new products also took an existing 
bank product – in each case, the payment 
terminal provided to merchants for accepting 
payments – and improved it. By miniaturising 
the payment terminal and targeting it at trad-
ers and retailers who previously thought that 
their payment profiles did not justify accepting 
plastic card payments, they were able to cre-
ate a new market for their offerings. GoCard-
less has also done something similar, spotting 
an opportunity with the existing direct debits 
infrastructure and building a wrapper for bank 
transfers that allows individuals and busi-
nesses to access the direct debit network, but 
at a price that never exceeds £2. Even Apple 
Pay, launched in Britain in July 2015, simply 
leverages the pre-existing and widespread use 
of bank-provided plastic cards and contactless 
payment technologies. Details of the chosen 
payment card are captured by Apple Pay, so 
when the mobile phone is swiped across a pay-
ment terminal, it is this information which is 
used to complete the transaction.

Reacting to developments
So, how are the banks and payment com-
panies responding to the challenge? Pretty 
well, we believe. In what we see as the sec-
ond phase of change, they recognise that 
new entrants could pose a serious threat. By 
creaming off transactions and their associ-
ated charges and fees, new entrants could 
reduce transaction volumes for the estab-
lished players while leaving them with all the 
costs associated with running the underlying 
systems. 

Perhaps spurred on by the emergence of new 
competition, perhaps in response to the grow-
ing demands of their customer bases, the bank-
ing industry has invested heavily in its own pay-
ments franchises. 

Perhaps the innovation with the greatest 
day-to-day impact to date lies in the Faster 
Payments initiative, the only UK payment 
system which is available 24 hours per day, 
every day, and now handles 100 million pay-
ments per month. Not far behind, in terms of 
monthly transaction numbers, lies contactless 
transactions, launched in 2008 and which is 
currently growing at more than 40% per year. 
The industry has also launched PayM, which 

allows users to link a mobile ‘phone number to 
a bank account and then send and receive pay-
ments using just the ‘phone. And then there are 
the myriad of trials, pilots and launches of new 
payment mechanisms that individual banks 
and payment companies have undertaken, 
such as wearable devices, MasterCard’s trial of 
biometric-enabled plastic cards and Barclay’s 
launch of Pingit.

Bill Gates, co-founder of Microsoft, said 
earlier this year that “we need banking but we 
don’t need banks anymore”. We expect the 
third phase of change to be focussed around 
new entrants challenging the banks head-
to-head – assisted by changes in regulation, 
including the creation of the Payments System 
Regulator (PSR), which has been expressly 
set the task of bringing change to the industry, 
injecting innovation and prioritising the inter-
ests of systems users.

But the banking and payments industry is 
very canny. It knows that it does not have to 
respond immediately to every new entrant that 
emerges. It has market presence, public confi-
dence and time on its side. It can take its time, 
watch how things develop and (perhaps only) 
when threatened, make its move. This is evi-
dent in the way that many established players 
have also looked for, and found, ways to work 
with selected new entrants, as evidenced by the 
heavy TV and poster advertising for Apple Pay 
that the UK has seen in recent months. In what 
may be the fourth phase of change, the indus-
try is demonstrating that, where it can benefit 
both parties, it can be better to cooperate. Just 
avoiding a competitive battle, in the emerg-
ing digital world, might be significantly value 
enhancing. 

Change is clearly afoot. The payments indus-
try is set to become a more crowded market-
place. But it’s evident that new entrants alone 
are not driving innovation – indeed, given the 
size and complexity of the UK payments indus-
try, the level of innovation emanating from 
established providers over recent years is truly 
impressive. While it’s not yet clear who the win-
ners and losers will be, it is evident that the pay-
ments world won’t be reverting to how it used 
to be. Although we have seen dramatic change 
in recent years, this is only the beginning.  This 
particular road will be long indeed.<
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J
ust 2% of banking IT spend is going 
on adding value. The rest is going 
on legacy system maintenance – the 
equivalent of bailing out a leaky boat 

rather than buying a new one. For now, the 
boat is staying afloat, but sooner or later it 
will start to sink. 

There is a shocking lack of awareness of 
how much money banks are pouring away 
without any kind of return on investment. 
The level of disclosure on how IT budgets are 
spent is poor at best, non-existent at worst. 
Investors cannot look at the annual report 
and make decisions based on insight and 
value. The information just isn’t there. 

But it isn’t all the banks’ fault. Stakeholders 
such as investors, government and regulators 
aren’t pushing for full disclosure, which is a 
mistake, destroying value 
and perpetuating risk.

IT transformation and 
the associated costs are 
a black box, with few 
quick wins and few peo-
ple who really grasp the 
full implications. 

Understanding bank-
ing IT demands a very 
different skill set to 
understanding the mar-
ket drivers of banking. 
It takes a technology 
specialist to really grill 
a bank on its IT strategy 
and even a brilliant bank-
ing analyst can easily be fobbed off with flan-
nel about digital capabilities. 

To date banks have been able to duck the 
question because there is very little under-
standing in the analyst community about the 
transformative power of IT. 

But banks are already losing market share 
to the disruptors such as Amazon and Apple 
as they better fulfil customer demands. Ana-
lysts and investors need to take note, need 
to start demanding clear disclosure about IT 
spend and what it buys in terms of value. IT 
is, after all, one of the biggest differentiators 
for banks.

Those that want to compete successfully 
with the disruptors need to have similar core 

systems – digital systems. 
Data is their biggest asset. They know 

everything about their customers – salary, 
mortgage, credit cards, savings, spending 
decisions, tastes, hobbies, perhaps even their 
state of health, risk appetite and certainly 
location. 

Maximising the return on this data 
demands digital analysis – which means 
replacing and not maintaining core IT sys-
tems. The disruptors can and already do ana-
lyse all this and it will end up being hugely 
costly for those that can’t.

Given investors make a big deal about remu-
neration disclosure and who uses the corporate 
jet, I can’t understand why they don’t want the 
same granularity about the ROI of the IT budget. 

In case it’s a question of not knowing 

which questions to ask, here are a few: 

• What’s the API strategy?

• What are the bank’s data analysis capa-
bilities?

• How good is security?

• How is the bank preparing for the 
internet of things?

Without medium-term plans for all these 
elements and more, banks will fail to tap 
new markets, exploit new revenue streams 
and will risk carrying on frittering away their 

IT spend, failing to create value. If I were an 
investor, I’d want to know. 

Banks can save half their IT spend by using 
modern modular off-the-shelf software. This, 
once realised, goes straight to the bottom line. 
All other industries understood this decades 
ago.

Consider that IT budgets still make up 
some 13% of banks’ total operating costs. 
Halving that is a 6.5 percentage point total 
capex saving – tens of millions of pounds 
every year. 

But the benefits won’t be immediate. It will 
take perhaps five to 10 years for them to be 
fully realised in terms of savings and earnings 
growth. If the market were taking a medi-
um to long-term view of value, share prices 
would move up when a bank announced a 

major change in IT strategy. 
But it’s not just about costs 

and revenues. Shareholder 
value goes into regulatory 
areas. When banks can’t 
or don’t meet regulatory 
demands, they can face huge 
fines and open up themselves 
up to increased risk. 

Yet the banks’ current 
systems don’t allow them 
to adapt quickly enough to 
the ever increasing demands 
placed on them by the regu-
lators. 

Perhaps more of a worry, 
Basel II and III were delayed 

at the behest of the banks, which claimed 
they couldn’t meet the reporting deadlines. 

This meant regulation designed to make 
them safer was postponed. Risk was allowed 
to perpetuate even though off-the-shelf 
software packages existed that would have 
allowed the banks to meet the deadlines. 
This is truly shocking and should have been 
explained to investors.

Stakeholders should be demanding reviews 
and analysis of banks’ IT spend and banks 
must a give a full and clear picture of their IT 
spend and the returns they get for the money. 
If they don’t, it won’t just be the stakeholders 
that pay the price: when banks fail, we all do<.

Full disclosure is in everyone’s interest
Banks spend tens of millions of pounds on IT every year and yet stakeholders have little or no knowledge 
where it goes and the level of return it generates. Keeping track of these expenditures can save millions in 
the long run and focus energy towards the bank’s benefit. David Arnott, CEO of Temenos, writes

RBI 718 October.indd   3 30/10/2015   17:00:53



4  y  October 2015 www.retailbankerinternational.com  

REPORT: INTERBRAND Retail Banker International

F
ounded in 2000, the Interbrand Top 
100 takes the brand value of huge 
global companies into consideration, 
from car manufacturers to fast food 

restaurants to Disney. The average growth 
of the top 100 was 7.4%, but financial 
brands exceeded that and grew 9% on aver-
age (excluding PayPal as it was a new entry).

In addition, the total value of the financial 
service brands in the table grew by over 10%, 
thanks in part to PayPal’s entry to the list. 

However, HSBC suffered from a major 
drop of 11% in its brand value. 

Speaking to RBI, Mike Rocha, global 
director of brand valuation at Interbrand, 
said: “It has been a pretty good year for 
financial services brands. We’re not seeing 
stratospheric increases like we are with some 
of the technology companies, but it has been 
a positive year for that category.”

The digital push
There are many reasons for a brand’s value 
to increase. It could be the result of a huge 
marketing push, the release of a successful 
product or even by not receiving any bad pub-
licity over the year. Rocha stated that it ‘varied 
brand-by-brand’. However, a common trend 
through the majority of the top 100 is digital.

He added: “We saw AXA break into the top 
50 this year, for example, and that’s because it 
is embracing digital as a way of transforming 
its business. It is recruiting from outside finan-
cial services and bringing in new talent while 
focusing on innovation. It’s moving to a new 
test-and-learn mode that you don’t normally 
see in financial services.”

The emergence of PayPal as a prominent 
brand is an interesting development. With the 
rise in mobile and online solutions for pay-
ment, it must be seen as a promising sign for 
others in the market looking to gain a foot-
hold.

On this point, Rocha said: “[PayPal] had 
been going for a while and now have a sig-
nificant, established user base. I think the chal-
lenge and the opportunity for PayPal is to drive 
additional acquisitions and get their user base 
to use them more often. Service and ease of use 
means that they are front of mind more often 
and can get a greater wallet share over time.

“Now it has split from eBay, it can focus on 
additional partnerships and growing through 
other ecommerce platforms as well. Despite it 
being a hypercompetitive market, I think they 
have strong potential and the also the benefit 
of being in the market and having that brand 
awareness that some of the newer players 
don’t have.”

Winners and losers
Every financial brand saw an increase in 
brand value, bar American Express and 
HSBC, signifying a return to form for banks. 
Are consumers regaining their confidence in 
financial services after the financial crisis?

Rocha said: “The pay brands (MasterCard, 
Visa, and PayPal) have all been doing well 
and were really influenced by the loss of trust 
that we had with some of the banks. They 
are all pushing along pretty well and seeing 
strong financial growth. I think for some 
brands, yes, the trust is returning but very 
slowly.
“Unfortunately, we still have brands that 

continue to be beset by continuing reputation-
al issues; for example, HSBC. As well as they 
fact they are shrinking the size of their business 
overall and a whole series of disposals, that 
was one brand that continued to be hit with 
reputation issues this year. 

“It’s a mixed story and I don’t think consum-
ers have forgotten, but they are getting on with 
their lives and the economy has gotten better. 
The banks and financial brands have been rid-
ing on the back of the recovery to some extent.”

He continued: “The bank brands generally 
need to rethink their purpose and rearticulate 
that to their customers to emphasise what they 
stand for and how they can deliver benefits to 
their customers. I don’t think it’s digital pay-
ments triggering that, I think it’s the legacy of 
the financial crisis. 
“Obviously, as new brands come into the 

market, digital brands are raising consumers’ 
expectations in terms of what they expect. That 
is an effect digital brands are having across 
many categories.”

Rocha concluded: “I think everyone will 
continue to have a preferred payment it’ll be 
the same when it comes to digital. For those 
who take up the service, I think the ease of use 
will mean that they will increasingly use the 
digital option. 
“But for digital, it’s not just about the ease 

of transaction. After all, [solutions like] 
contactless is a pretty swift experience. The 
advantage digital will have will be when it con-
nects the pre- and post-transaction experiences 
online and in stores. That is when digital will 
have an advantage over the physical form.”<

PayPal joins top brands and HSBC stumbles
Once again, financial service brands reported an above average increase in brand value, according to the 
Interbrand Top 100 2015. This was boosted by the addition of a new firm to the top 100, PayPal, taking the 
number of financial brands in the table to twelve. Patrick Brusnahan investigates

n FINANCIAL BRANDS IN THE INTERBRAND TOP 100 2015

2015 Ranking Brand Region/Country Brand Value Change in Brand 
Value

25 American Express United States $18,922m -3%

33 JPMorgan United States $13,749m 10%

37 HSBC United Kingdom $11,656m -11%

45 Citi United States $9,784m 12%

46 Goldman Sachs United States $9,526m 9%

48 AXA France $9,254m 14%

54 Allianz Germany $8,498m 10%

60 Morgan Stanley United States $7,083m 12%

61 Visa United States $6,870m 15%

70 Santander Spain $6,097m 13%

76 MasterCard United States $5,551m 17%

97 PayPal United States $4,251m N/A

Source; Interbrand
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“We need to earn the right to be profitable”
In the Digital Banking Club’s latest debate, experts coming from established banks, start-ups and 
technology vendors debated the issue of profitability in banking. Should banks target customers just 
because they are ‘profitable’ or should they make existing customers profitable? Patrick Brusnahan writes

D
uring the Digital Banking Club’s 
third debate of the year, focused 
on the question ‘How can financial 
institutions increase their profitabil-

ity by better targeting more profitable digi-
tally engaged customers?’, many schools of 
thought were considered.

Simon Cadbury, head of strategy and inno-
vation at Intelligent Environments kicked off 
the debate by stating that 89% of consumers 
consider the strength of a financial institu-
tion’s as a crucial factor in choosing their 
bank, yet many are ‘not meeting customer 
needs and expectations’ in this area.

This dissatisfaction is shown in Capgemi-
ni’s recent 2015 World Retail Banking report 
which stated that in Western Europe, cus-
tomers of five out of eight banks surveyed 
posted negative experience increases of more 
than 10 percentage points.

Cadbury said: “The traditional players 
have invested billions in digital. Yet there is 
no end in sight. 

“Instead they are faced with ever-evolving 
digital strategies that require a continuous 
rethink of their business models, modus 
operandi and skill set requirements.

“While banking executives come to terms 
with the growing investment that digital 
requires, they are also beginning to realise 
the opportunities to reduce the cost, acquire 
more profitable customers, increase retention 
and grow revenue.”

Terry Cordeiro, Head of Product Man-

agement (Shared Components, End to End 
Transformation) at Lloyds Banking Group, 
believed that digital was the way forward, 
not only in improving customer satisfaction, 
but in garnering profit.

He said: “Digitally engaged customers 
tend to have a higher product holding. If I 
have a great onboarding process, I’m more 
likely to tell people about it.”

New entrants getting involved
The banking market is currently experienc-
ing an influx of new start-up banks attempt-
ing to offer something different than tradi-
tional banking giants and gain a foothold in 
the market. 

One of these is Starling Bank, a fully 
mobile banking proposition, and its CEO, 
Anne Boden, said: “As an industry, we need 
to give the customer something they actually 
want. We want customers we can look in the 
eye.”

She went on to say that cross-selling and 
up-selling might end up as miss-selling. Her 
thinking was to offer something that custom-
ers need and want, then service those needs 
and wants. Only afterwards, should profits 
come into the equation. She added: “[Banks] 
need to earn the right to be profitable.”

Venkataraman Bala, Global CTO of 
Banking and Capital Markets at CSC, on 
this topic, said: “Selling products etc is a by-
product [of banking]. You can’t be profitable 
serving everybody.”

Cordeiro, who is in the middle of leading 
a £1 billion transformation plan at Lloyds, 
remarked that a lot of investment is needed 
to create the perfect digital experience for 
consumers.

He said: “The big money goes into end-
to-end transformation of the entire journey. 
And [a consumer’s] journey never ends with 
a bank.”

Convenience v.s. Security
One aspect of this is convenience and speed 
of transactions and services, particularly 
with regards to branches. 

Cordeiro commented: “Next year, we 
won’t be talking about people going to a 
branch to open an account. I wouldn’t wait 
a week to open an account, I’d go elsewhere. 
Branches need to be less transactional and 
more about advice and service.”

Michal Panowicz, SVP & Deputy Head of 
Digital Banking at Nordea (and the Digital 
Banking Club Power 50’s Personality of the 
Year), spoke on the profitability of the digital 
consumer.

He quipped: “We could be profitable by 
throwing out everyone who didn’t have an 
iPhone, but focusing on one channel forces 
people to go elsewhere.”

On the point of digital not being purely 
online or mobile, he continued: “Even a 
branch can be a digital touchpoint.

“Transformation is not about technology 
or products. It’s about the change of minds 

RBI 718 October.indd   5 30/10/2015   17:00:54



6  y  October 2015 www.retailbankerinternational.com  

DEBATE: PROFITABILITY Retail Banker International

and hearts.”
Cadbury believed that branches were cru-

cial for a bank and said that ‘branches are the 
best billboards’. 

Panowicz disagreed slightly and stated that 
‘there are cheaper billboards. Branches have 
more value than that’. 

Boden concurred and said: “There will 
always be a need for some people to have 
face-to-face interaction.”

Moreover, Boden then talked about her 
new offering, Starling will focus on one type 
of customer rather than attempting to get 
everybody on board.

She stated: “We’re focusing on people who 
live their lives on their phones. Our proposi-

tion is not for everyone. We’re going to do 
one thing really, really well. We’re not going 
to be greedy and offer everything.

“We can listen without trying to protect 
the status quo. At the moment, all the big 
banks look the same. We’re going through a 
period where the competition barrier is com-
ing down.”

Bala concurred: “Now is the perfect time 
to be a start-up.”

Boden continued: “In the UK, the process 
of starting a new bank is understandable. In 
the US, it is not really possible.”

Panowicz argued that there are banks in 
the market ‘moving very fast’ compared to 
the traditional banks.

On that point, Bala said: “The very same 
regulators that are complained about are the 
reasons that banks do not need to move as 
fast. What is regulation? It is the fear of the 
unknown.”

The debate moved onto what the actual 
role of a bank was. There was a consensus 
that a bank was there more to service its cus-
tomers rather than gain a profit. 

Bala said: “The customer needs to be able 
to trust that you can do the journey with 
them.”

Cordeiro added: “We have a duty to help 
you understand you financial health. The 
majority of UK adults are financially illiter-
ate, which is why companies such as Wonga 

The Digital Banking Club Debate Panelists

Douglas Blakey, Group Editor of Consumer Titles, Timetric
Douglas is Group Editor, Consumer Finance at Timetric, chief 
of judges for the annual Retail Banker International Awards and 
lead market advisor for Timetric’s retail banking research divi-
sion. This division produces and maintains more than 50 market 
leading research reports and has undertaken bespoke consultancy 
projects for banks, vendors and their advisors. Douglas practiced 
as a solicitor in Scotland before moving into business information 
and analysis. He maintains an editorial advisory board of leading 
bank executives and is a regular guest banking analyst with BBC, 
NBC, New Statesman and other leading media.

Michal Panowicz, SVP & Deputy Head of Digital Banking, Nordea
Michal is a Harvard Business School Alumnus of 2006. He has 
14 global innovation awards, with expertise in the reinvention of 
mobile and online banking. Michal previously held the position 
of managing director at mBank after he was appointed to manage 
the new mBank Project. BRE Bank launched mBank in 2000 as 
Poland’s first online only bank, which developed into the coun-
try’s third largest retail bank with more than 4m clients in three 
countries. He also worked for Boston Consulting Group where he 
led projects for Fortune 500 financial institutions and consumer 
goods companies in the CEE region.

Anne Boden, CEO, Starling Bank
Anne Boden, previously chief operating officer heading the post-
crisis transformation at Allied Irish Banks PLC (AIB), is now 
working on the launch of Starling Bank- a new digital bank for 
the European market. At AIB, Anne was in charge of the bank’s 
transformation agenda, tasked with reducing its operating costs by 
€350m over two years as the bank strived to return to profitabil-
ity. Previously, Anne headed transaction banking at ABN AMRO 
and Royal Bank of Scotland across 34 countries. Anne was also 
chief information officer and a member of the board of directors 
of Aon Ltd.

Terry Cordeiro, Head of Product Management (Shared 
Components, End to End Transformation), Lloyds Banking Group
Terry is the head of proposition development, digital and trans-
formation at Lloyds Banking Group. He had over 15 years’ expe-
rience in the telecoms and mobile industry working in both the 
public and private sector before joining RBS UK (Retail) as head 

of solution design for mobile in November 2011. In this role, 
Terry owned the strategic direction and delivery of the RBSG (incl 
NatWest) UK retail mobile banking service. As head of solution 
design for mobile, Terry was the design authority for the busi-
ness architecture and solution design of the RBSG retail banking 
mobile application which had over 2m active users.

Venkataraman Bala, Global CTO, Banking and Capital Markets, 
CSC
Bala is the Chief Technology Officer for the Banking & Capital 
Markets Industry at CSC. In this role, he helps to define the solu-
tion strategy for the industry, lead subject matter expert teams 
across industry issues and set the technology direction for our 
solutions. Previously Bala was a Client Managing Director at 
Xerox overseeing complex global relationships in the Financial 
Services Sector. He has also held roles at IBM (as Managing Part-
ner and CTO for Asia Pacific region), Shearson Lehman Brothers 
(as CTO), Reuters (as SVP in charge of Partners & Global Alli-
ances) as well as a start-up in the Wealth Management space. A 
proven leader, Bala has worked in global and regional roles in the 
USA, India, Singapore, Hong Kong, Taiwan and China.

Simon Cadbury, Head of Strategy & Innovation, Intelligent 
Environments
Simon joined Intelligent Environments in November 2013 as 
Head of Strategy & Innovation. He came from Lloyds Banking 
Group (LBG) where he was responsible for payment technology 
and also sat on the Credit Cards leadership team. He has a deep 
understanding of contactless (working with Transport for Lon-
don in the early stages of their project to enable payment with 
contactless), mobile contactless (LBG, as part of its London 2012 
sponsorship, worked with Visa and Samsung to deploy hand-
sets capable of making contactless payments), Person to Person 
payments (including Paym, the UK Payments Council’s solution 
to use a customer’s mobile number as a proxy for their current 
account) and reward programmes (such as the card linked Hali-
fax Cashback Extra product). Prior to LBG he held a range of 
strategic and product development roles in the TMT sector; 
including at BT (where he helped develop Europe’s first Black-
berry product as well as the public Wi-Fi service, BT Openzone), 
Vodafone (launching 3G in Australia) and BSKYB (part of the 
Sky HD product team).
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do so well.”
Boden took this opinion a little bit fur-

ther: “The customer wants to be able to rely 
on their bank for all situations. We have an 
obligation to make sure people have enough 
money for the rest of the week, the month, 
the year, and their lives.”

That service aspect was considered tricky 
by the panel. The common view was that it 
was not quick enough or flexible enough.

Cordeiro said: “Service currently is pre-
dominantly reactive. At the moment, we treat 
different circumstances in the same way.”

Digital culture
A solution for this that has been bandied 
about is Big Data, something that Panowicz 
was quick to dismiss. 

He claimed: “Big banks and big institu-
tions just want to go to Big Data because it is 
big. There’s no need for big data, just some 
data.”

On the future of banking, he said that 
there will ‘absolutely be a banking revolu-
tion’.

Cordeiro said: “The biggest threat to 
banks like us is culture. The banks need to 
fight hard to survive, but so will the start-
ups.”

Boden responded: “Big banks won’t fail 
because of [start-ups].”

Simon Cadbury highlighted the impor-
tance of new technology and said: “Digital 
is here to stay and constantly requires invest-
ment.”

Cordeiro retorted: “Banks don’t go after 
digitally-engaged customers. We use digital 
to give a better service.”

As the CEO of a bank completely centred 
on digital solutions, mobile in particular, 
Boden said: “We’re focusing on a service we 
can do very well on mobile. Omnichannel is 
not our problem.”

On that note, Cordeiro believed that 
‘context is the right thing’ with regards to 
mobile, while Panowicz said that the ‘debate 
between mobile and the rest is misjudged’.

Cadbury concluded: “Digitisation is 
already disrupting traditional retail banking. 

“The new digital-only players are set to 
radically influence the way we bank. Their 
potential for significantly lower operating 
costs and profit potential, combined with a 
favourable regulatory environment, threat-
en to erode the market share of traditional 
retail banks.

“Those who are willing to fully embrace 
this will not only cut costs but, more impor-
tantly, offer an engaging and relevant prop-
osition to a group of customers who are 
largely unsatisfied by an industry that is not 
keeping up with the pace set by other around 
them.” <

Terry Cordeiro and Simon Cadbury

Michal Panowicz accepting his award
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How many physical wallets do you use?
David Parker, of Polymath Consulting, considers the amount of payment devices the everyday consumer 
uses in comparison to physical forms of payment (cash, cards, etc.). Will there come a time when we have 
more cards on our phone than in our wallet? Will these clash? And how does one stay ahead of the crowd? 

T
his is a simple but key question we 
need to consider about consumer 
behaviour.  I would contend that for 
most it is only one, and potentially 

those that live in London or where there are 
other major transit systems they may keep 
a separate folder or wallet with their transit 
card.  

Certainly if you live in London, Transport 
for London (TFL) spend forever telling you 
about the risk of card clash and the need to 
keep your transit payment token separate 
which means you, in effect, end up with two 
wallets.

Why is this last point so important?  
Well it starts to demonstrate that some-

times there is a need for a separate wallet 
for a specific retail payment opportunity or 
channel, but generally what consumers like 
to do is keep everything in one place. 

But of course that is easy in the physical 
world where in the single wallet you might 
have a variety of payment cards and if none 
of them work or there is a problem with 
acceptance at a particular merchant, then 
there is the old back up of hard cash that 
most of us still carry.

Getting into the digital wallet
So now let us apply this thinking to the digi-
tal world.  We have seen in recent months 
Apple, Samsung, Square and Google all 
launch wallets with physical acceptance and 
if we look to traditional online wallets there 
are companies like PayPal and Skrill.

Yet if a wallet has ubiquitous acceptance, 
the logic from the physical world would 
seem to be that consumers will only need 
one.  Ubiquitous acceptance is the crux of 
the matter of course.  

Apple and Samsung have deliberately cho-
sen to run on existing scheme rails, although 
Apple requires each bank to sign up individu-
ally to their programme whilst Samsung do 
not.  

This is proving a challenge in many mar-
kets for Apple outside the US where their 
market share is not as strong.  

The latest market to have been report-
edly holding out against Apple is Australia 
where David Lindberg, Chief Product Officer, 

Westpac Group is quoted as saying: “Aus-
tralia leads the US and other countries in 
mobile contactless payments technology. 

This type of mobile payment experience 
exists in Australia through multiple banks, 
and Westpac customers are today making Tap 
and Pay payments through the Westpac mobile 
banking application on Samsung’s flagship 
smartphones.”  

He then added that even the fingerprint login 
will be on offer soon via Westpac’s mobile 
banking app.

Mobile companies getting into the swing of 
payments
Acceptance for Apple, once they get banks 
signed up, in many more developed markets 
is to be less of an issue with an estimated 9.5 
million NFC-ready point-of-sale terminals 
shipped worldwide in 2014.  

Berg Insight has forecast that the global 
installed base of NFC-ready POS terminals will 
grow at a compound annual growth rate of 
28.4% from 21.4m in 2014 to 74.9m in 2019.  

On a global basis, two out of every five POS 
terminals shipped last year included NFC tech-
nology.  So while NFC is far from ubiquitous, 
it is growing fast.

Samsung would claim, despite the recent 
hack issues, that they have overcome the 
acceptance issue as they do not rely on NFC 
but have the LoopPay mag stripe emulation 
technology.  

The LoopPay technology that Samsung pur-
chases and uses emits a magnetic signal that 
mimics the stripe on an old-fashioned payment 
card, so it works at more than 90% of US pay-
ment terminals along with some 30 million 
merchants globally.   

The technology works by generating chang-
ing magnetic fields over a very short period of 
time. 

This is accomplished by putting alternating 
current through an inductive loop, which can 
then be received by the magnetic read head of 
the credit card reader. 

The signal received from the device emulates 
the same magnetic field change as a mag stripe 
card when swiped across the same reader. 

But we are also seeing the launch of a num-
ber of retail, closed-loop wallets. The most 

well-known of course is Starbucks. In its finan-
cial quarter ending 28 December 2014, it had 
in excess of 13 million mobile app users in the 
US, representing 16% of the company’s total 
transactions - some 7 million mobile transac-
tions a week.

But how many other retailers actually have 
the frequency of visit and brand strength to 
follow?  

Greggs, the UK-based baker in the UK 
believes so and has rolled out a wallet to its cus-
tomers, also heavily tied into loyalty and offers.

But perhaps most interesting is that so 
far despite all the hype, the rollout of both 
Apple Pay and Samsung can hardly be called 
unqualified successes.  Consumers seem 
quite happy to keep using their cards and 
their cash.  

For Apple Pay there are reported usage fig-
ures of the around 6% in the US.

Samsung Pay has launched in Korea and 
proudly announced it had hit $30m dollars 
in the first month of launch.  

But if we look in a little more detail, 
remembering that this is its home market 
where it absolutely dominates with circa 
60% of the mobile market, $30m worth of 
transactions is equal to 0.00277% of South 
Korea’s GDP.

Or to put it another way Samsung has 
275,000 employees globally but a good num-
ber in Korea.  

If all the Samsung employees at headquar-
ters in South Korea buy their lunch using 
Samsung pay, for which they probably do 
not need to leave the building as Samsung 
Pay is most likely an accepted way to pay 
at their cafeteria, a total amount of $30m 
in transactions is easily reached within one 
month. 

So certainly no runaway success for either 
brand currently, but neither has launched yet 
in the two markets globally where wallets 
really are taking off.  

Developing mobile markets
In China, wallets are used for 48% of all 
online purchases and in India where VC 
money is driving the launch of a large num-
ber of semi-closed loop wallets, many offer-
ing discounts and offers to consumers.  
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Semi closed loop meaning no cash out, 
and individual merchants are signed up 
for acceptance.  

This has led to a situation where many 
middle class members of the Indian pop-
ulation have multiple wallets on their 
phones – although still accounting for a 
miniscule amount of overall transactions 
within the country.

But what do consumers really want from 
wallets.  Research over the last few years has 
provided some clear direction on this;

1.		Multi	Platform,	I	purchase	what	I	want	
on	what	I	want

In 2014, Digitas17 country survey 
(including India, Australia, China, UK 
and US) revealed that consumers, on 
average, used 2.8 devices as part of their 

internet shopping experience. A year 
later, that number is now 5;

2.	Acceptance 

Consumers would increase use of wal-
lets with more places to pay; 

3.	Better	Financial	Management

There is a mass of data showing that 
people want wallets to help them man-
age their finances better;

4.	Track	what	they	spend	and	where	and	
make	me	feel	safe	when	using	it

Of the 78.6% of consumers who do 
not have a mobile wallet, issues sur-
rounding the security of the technology 
continue to be a top area of concern for 
consumers. Overall 84% of consum-
ers have concerns about the ability of 
mobile wallets to keep financial account 
information secure, and

5.	Convenience	of	use

If a consumer is strongly engaged with a 
wallet, they will use a wallet - but most 
consumers are not strongly engaged 
with wallets.

There are of course two types of wallets: 
those that we generally know in the devel-
oped markets and mentioned already that in 
effect are ‘pass through’, sometimes with the 
ability to hold funds, sometimes not. 

Certainly for Apple and Samsung it is purely 
a pass through at the moment. 

In developing markets we see these types of 
wallets, but also those whose business model 
focuses far more on ‘physical cash into wallets’ 
to merchant value chain, for example, Oxigen 

and Itz Cash. 
These latter wallets, particularly important 

in markets like India where bank penetration 
is only circa 25%, are, it could be argued, not 
adding mouths to feed.  

But where a wallet is purely a pass, we have 
to ask the question: what value do they bring 
to the table? 

Why is it better for the consumer to use the 
wallet instead of their other payment cards, the 
ones they have used for so long?  

In India again, these pass through wallets are 
currently ‘buying’ customers. Just how long 
they can keep spending VC money and doing 
this must be open to question.

What’s the limit? 
But the original question posed was how 
many digital wallets will consumers use or 
even want?  

What we have seen in India is that with 
enough incentives, you can get consumers to 
hold multiple wallets.  

In addition, if you are a brand with a specific 
use case where the consumer is a frequent user 
of your product, the consumer will hold your 
wallet.  

But for the average consumer, once he finds 
a wallet that meets the key criteria outlined 
above, it is likely that they will only want a 
single wallet.  

This poses challenges for the likes of Apple 
and Samsung, that are device based, and per-
haps an opportunity for others like Google 
and PayPal which have the advantage of 
being device agnostic.  

Of course the bigger issue is perhaps what 
digital wallet can truly deliver to customers 
an experience that is better and more worth-
while? 

Not only that, but one with a strong propo-
sition. It needs all of those features to convert 
users from the leather wallet and cards they 
currently have.<
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BMO sees growth in North American digital banking
BMO Financial Group is making rapid progress in migrating its customers to digital channels, including 
mobile and cheque deposits. Cesar Rainusso, BMO’s vice-president of digital channels, tells Robin Arnfield 
all about the changes made within the bank to full embrace the digitally comfortable consumers in Canada

“O
ur U.S. subsidiary BMO Harris 
continues to see customers move 
their day-to-day transactions 
away from branches to our digital 

channels, particularly cheque deposits,” says 
Rainusso. “In the past two years, our U.S. 
customers have moved almost 20% of their 
cheque deposits to our ATM and Mobile 
Deposit channels. This momentum is par-
ticularly strong with our customers aged 
between 30 and 55.”

Rainusso says BMO Bank of Montreal’s 
Canadian customers continue to do more of 
their day-to-day transactions using its digi-
tal channels. “Our Canadian mobile channel 
saw 69% growth in transaction volume year-
on-year as of 30 April 2015,” he says. 
“Canadian customers are also using our 

digital channels to facilitate engagement in 
assisted channels such as branches, as our 
digital appointment bookings increased by 
28% from Q1 2015 to Q2 2015. The digital 
bookings were up 46% year-on-year, pri-
marily driven by the launch of appointment 
booking on mobile banking in February 
2014.”

Like BMO Bank of Montreal, BMO Har-
ris allows customers to use mobile banking 
to set up appointments at BMO branches 
with bankers to discuss their financial needs. 

According to the Celent Model Bank 2015 
report by Celent analysts Jacob Jegher and 
Stephen Greer, mobile appointment booking 
contributed approximately $2m in revenue 
in BMO’s 2014 financial year ending 31 
October.

Rainusso says that around 60% of BMO 
Harris Bank’s (U.S.) customers are digital. 

“In Canada, 49% of active Everyday Banking 
(EDB) customers are active on online bank-
ing, which also includes mobile and tablet 
customers,” he says.

Brand alignment
“The principles of our digital banking offer-
ing are closely aligned to our brand vision of 
providing a consistent customer experience 
as one bank across a range of touchpoints 
through intuitive, engaging interfaces, while 
providing a human touch in everything we 
do,” says Rainusso. 

Digital customers have proved beneficial 
to BMO in several ways, says Rainusso. 

“We’ve seen U.S. digital customers become 
20 percent more likely to stay with the bank 
and, as a result, hold more balances than 
their ‘offline’ counterparts,” he says. “On 
the transactional side, digital customers are 
much heavier users of value-added services 
such as e-transfers, bill payments, and credit 
and debit cards. 
“Additionally, U.S. digital customers report 

higher satisfaction due to the simplicity and 
benefits of solutions such as Bill Pay and 
Mobile Deposit. Our Canadian digital cus-
tomers appreciate the convenience of apply-
ing for products digitally, as our Canadian 
digital channels delivered the sales equivalent 
of 90 branches in Q2 2015 and 94 branches 
year-to-date as of 30 June 2015.”

Mobile banking
Mobile banking is the fastest growing chan-
nel at BMO Harris and BMO Canada, Rai-
nusso says. “This is consistent with the rise 
and mainstream popularity of smartphones 
globally,” he says. “We expect mobility to 
dominate the digital space in the near- and 
long-term.”
“Our U.S. customers have benefited from 

significant investments in our mobile bank-
ing capabilities,” says Rainusso. “This 
includes the rollout of our Mobile Cash card-
less ATM withdrawal service; Total Look for 
Mobile, which provides a complete view of a 
customer’s accounts on their mobile device; 
and enhancements to Mobile Deposit. 
“As a result, usage and mobile banking ses-

sions are up by double-digits this year, and 
we’ve seen a rapid increase in ‘mobile-only’ 
digital customers – digital customers who 
only use BMO Harris Mobile. We expect this 
trend to continue.”

BMO’s Canadian customers’ adoption of 
mobile banking has remained strong as a 
result of the bank adding enhancements such 
as fingerprint authentication via TouchID for 
iPhone banking customers, Rainusso says. 
“Active users of our Canadian mobile 

channel have grown by over 50% year-on-
year, while more transfers are completed on 
mobile (4.9 million in the second quarter 

ending 30 April of BMO’s 2015 financial 
year) than on ATMs (450,000) and branches 
(1.76 million) combined.” 
“We’ve had a tremendous response to our 

TouchID solution in Canada,” says Rainusso. 
“It’s generating strong customer advocacy in 
the Apple AppStore and across social media, 
and its convenience is having a strong impact 
on customer engagement. 
“Over the first full month since its launch in 

May 2015, we saw a 35% increase in aver-
age monthly mobile logins compared to the 
previous three months before launch.”

In July 2015, BMO Harris launched 
TouchID fingerprint authentication for its 
iPhone banking customers and Passcode 
numerical authentication for its Android 
banking customers. Both TouchID and Pass-
code are used to authenticate Mobile Cash 
transactions.

When Mobile Cash was launched in 
March 2015 on 750 BMO Harris ATMs, 
BMO had the largest cardless ATM network 
in the U.S. A further 150 BMO Harris ATMs 
were due to offer the service by June 2015. 

“Our results have exceeded expectations, as 
Mobile Cash usage continues to grow at 
10% plus monthly,” says Rainusso.

Digital sales
“All our digital sales applications are built 
internally with direct connections to BMO’s 
back-end systems,” says Rainusso. 
“We’re currently on the journey of 

leveraging Adobe Forms (part of Adobe 
Experience Manager Suite) to build and 
manage the application templates, providing 
us with more flexibility in making front-end 
changes to applications and allowing for 
easier testing of concepts.”

In Canada, BMO offers the ability to 
open chequeing and savings accounts via its 
mobile and tablet apps, in addition to credit 
card product applications. 
“Customers are able to quickly apply for 

these products, as we prefill the major-
ity of their personal information for them,” 
says Rainusso. “Bank accounts are opened 
instantaneously and are available for imme-
diate use. For credit cards, if approved, cus-
tomers receive an approval message in under 
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a minute.”
Rainusso says that BMO Harris customers 

can open new accounts using their mobile 
devices on the BMO Harris website. “We’re 
looking at future opportunities to optimise 
account-opening for the mobile experience 
in the U.S.,” he says.

Personal financial management tools 
In March 2015, BMO Harris became one 
of the first U.S. financial institutions to offer 
PFM via smartphone and tablet banking 
with its Total Look for Mobile service. 
“In 2013, we made a significant update to 

Total Look for Online Banking, which allows 
our customers to view their whole financial 
picture, including investments, insurance, 
rewards, and other financial holdings,” says 
Rainusso. 
“Customer usage of Total Look has 

increased by 30% plus this year, and we will 
continue to invest in our Total Look capabili-
ties in the future.”

In January 2015, BMO became one of the 
first Canadian banks to offer full-function 
PFM tools in its new iPad app, which offers 
customers access to personal banking and 
self-directed investing services. “Customers 
can set and track spending, set savings goals 
and budgets in addition to their everyday 
banking needs,” says Rainusso.
“BMO’s Banking and InvestorLine iPad 

app brings together two lines of business that 
have, to date, existed as separate websites 
and mobile apps,” says the Celent Model 
Bank 2015 report. “Launching an integrated 
tablet app paves the way toward a continu-
ously rich and integrated digital channel.”

Analyst comment
In March 2015, for the third consecutive 
year, BMO Bank of Montreal was recognized 
by U.S.-based research firm Celent with a 
2015 Model Bank Award for excellence in 
the digital banking category. 

BMO’s mobile app was named “Best New 
App” by Apple in 2014.

BMO came second behind CIBC and 
Scotiabank, which both scored 75, with 
a score of 69 in Forrester Research’s 2015 
Canadian Mobile Banking Functionality 
Benchmark. TD Canada Trust scored 68 and 
RBC Royal Bank of Canada scored 61 in the 
Forrester ranking.
“BMO makes it especially easy to make 

transactions, with task-flow design that 
includes progress indicators and clear guid-
ance,” Peter Wannemacher, a senior analyst 
at Forrester Research, wrote in the 2015 
Canadian Mobile Banking Functionality 
Benchmark report.

Most of the Big Five Canadian banks 
evaluated by Forrester make it easy for cus-

tomers to find nearby branches and ATMs 
using mobile banking, such as providing key 
information such as hours of operation and 
step-by-step directions. “BMO continues to 
lead in this area with a best-in-class branch 
appointment scheduling feature that is avail-
able across mobile and other touchpoints,” 
Wannemacher writes.

Strong position
“BMO’s digital banking strategy is in good 
shape, with its leaders and executives put-
ting it in a strong position for the future,” 
says Wannemacher. 
“But it will take time and more enhance-

ments to achieve long-term success. 
“For example, the fact that BMO recently 

rebuilt almost all of its marketing and sales 
content – including some key functionality 
for digital shoppers – using responsive web 
design is a forward-looking move that will 
reap benefits over the mid- and long-term.”

Responsive web design is a way of writ-
ing code which means that the website 
responds to the screen size and type of 
device. This results in product applications 
which are mobile-friendly, Wannemacher 
says.

In terms of BMO’s presence in the U.S. 
versus Canada, the two brands (BMO 
Bank of Montreal and BMO Harris) 
are in very different market positions, 
Wannemacher says. “BMO is one of the 
‘Big Five’ in Canada, which means it needs 
to be a national brand appealing to a very 
wide swathe of consumers,” he says. 
“BMO Harris, on the other hand, is a 

regional bank in the huge and varied U.S. 
banking market. 
“This provides BMO with a huge oppor-

tunity. The bank can experiment with dif-
ferent brand positioning for BMO Harris 
and see what resonates. If certain market-
ing or digital tactics, or even wider digital 
strategies, are particularly successful for 
BMO Harris, then BMO could consider 
using them North of the border.”   

For years, BMO struggled to embrace 
digital strategy or to put the right empha-
sis and resources behind it, Wannemacher 
says. 
“BMO did enough to meet customers’ 

and prospects’ basic needs via digital 
touchpoints, but not a lot more,” he says. 

“BMO lagged behind RBC in its digital 
efforts. But that’s no longer true. BMO 
(along with CIBC and – more recently – 
Scotiabank and TD) is now as strong as 
RBC in many areas, and in other areas 
is even stronger than its peers, offering 
more convenient digital tools – the option 
to set up travel notifications via mobile, 
for example. But there are still some areas 

where BMO needs to improve. 
“It’s behind other Big Five banks in offer-

ing mobile wallet capabilities, and is the 
only bank that doesn’t let mobile bankers 
import phone contacts as Interac e-Trans-
fer person-to-person payment recipients, 
which is slower and less convenient.” 

In its development of new-generation 
mobile and tablet banking services, BMO 
was intent on providing the best possi-
ble user experience to its customers, the 
Celent Model Bank 2015 report says. 
“The bank put a tremendous amount 

of effort into design and experience, and 
internally pioneered a design process 
that was much more inclusive of input 
from their customers,” Celent says. “The 
mobile app is easy to use, and provides 
fluid navigation and access to a wide array 
of functionality.”
“Another key consideration for usability 

is the integration of banking and broker-
age [in the single iPad app],” Celent says. 

“[BMO] recognised the different user 
paradigms, feature sets, and engagement 
models between a banking customer and 
a self-directed investing client, but sought 
to rationalise common elements such as 
layout, iconography, fonts, and more. 
The result is a consistent experience that 
delivers ease of use for both banking and 
investing. 
“This element of the project provided 

several internal challenges given that the 
self-directed investing function was under 
the mandate of a different group from the 
banking team at the time of the (integrat-
ed) tablet app project. 
“The bank has since restructured to place 

the teams under a single channel execu-
tive. The combined group was able to take 
advantage of internal synergies and work 
together on the single app solution. 
“Furthermore, the bank was able to 

leverage internal synergies for marketing, 
communications, and front-line training 
and reduce costs as a result.”

Differentiation
Differentiating their digital offering from 
other Canadian banks’ digital offerings is 
a problem for all the Big Five banks, not 
just BMO, says Wannemacher. 
“They’re all national brands trying to be 

all things to all people – or at least all bank 
customers,” Wannemacher concludes. 
“I realise that executives at these banks 

are in a tough spot, but brand positioning 
is critical to long-term success. So, at some 
point, banks will need to use digital strat-
egy to not just offer great services to cus-
tomers and prospects, but to differentiate 
their brands.”<
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T
he CPA is consulting its members, Cana-
dian deposit-taking financial institu-
tions, and Canadian payments industry 
stakeholders in order to generate a shared 

vision of what needs to be done to modernise 
Canada’s payments systems. 

“The payments industry is changing so fast 
that we need to pause and think how the Cana-
dian payment ecosystem has to be modernised,” 
Carol Ann Northcott, the CPA’s Vice-President, 
Risk, Security and Research and Chief Risk 
Officer, tells EPI. “We’re taking a holistic view to 
get the bigger picture of what needs to be done, 
rather than just focus on individual projects and 
upgrades. There are three elements to this pro-
cess – carry out research, find out about global 
best practices, and determine end-user needs in 
Canada.”

Northcott expects the consultation to be com-
pleted by late 2015, so that, during 2016, the CPA 
can evaluate what the outcome means for its core 
CPA clearing and settlement systems. 

“It’s promising to see Canada examining what 
next-generation payment systems could look like 
and how they can be shaped to fit the demands of 
the market,” says Tristan Hugo-Webb, associate 
director of US-based Mercator Advisory Group’s 
International Advisory Service. “This is by no 
means unique as it’s something every government 
will have to consider and quickly.”

Discussion paper
In September 2015, the CPA and Bank of Can-
ada, the central bank, published a discussion 
paper titled “Public Policy Objectives and the 
Next Generation of CPA Systems: An Analytical 
Framework.”

The report says the Canadian payments land-
scape is changing rapidly due to drivers such as:

• User demands for fast, secure and informa-
tion-rich payments, which are being met by 
technology and standards advancements 
in the wholesale space such as risk-man-
agement tools and the retail space such as 
mobile payments;

• New players such as Apple Pay and Shopify, 
which leverage technology to enter new 
markets and transform the payments expe-
rience for consumers and businesses;

• Increased the demand from corporations 

and FIs for an efficient and effective cross-
border payments experience and straight-
through processing;

• More stringent regulations and risk manage-
ment standards coming out of the 2007–09 
financial crisis and the retail payments 
space’s rapid evolution with new technolo-
gies and new players;

The report outlines the most critical issues the 
Canadian payments industry needs to investigate 
in order to improve core payment systems:

• A core payment system should provide rich 
functionality, enabling value-added services 
that can evolve with changing technologies;

• New entrants’ access to the payment system 
must be considered. With access comes new 
risks, which requires the industry to strike 
the right balance between efficiency and 
safety as it evolves to meet consumer needs;

• The true demand for timeliness in payments 
and how best to provide it must be better 
understood in the Canadian context.

Future-proof
“We want to develop function-rich features for our 
core payment systems which allow for innova-
tion on the front-end,” says Northcott. “But these 
features need to be future-proof and upgradeable, 
as the payments industry is moving so fast and 
we don’t want the features to be out-of-date by 
the time they’re launched. It’s also important to 
provide new entrants with access to the payment 
system, while making a trade-off between risk 
and efficiency.”

Northcott says the CPA is studying how other 
jurisdictions such as the UK have balanced grant-
ing payments system access to new entrants with 
the need for risk management. 
“It’s very important for the CPA to understand 

the reasons why other jurisdictions have imple-
mented specific reforms to their payments infra-
structure, such as the UK’s introduction of Faster 
Payments,” she adds. “We can’t just say, for 
example: ‘the UK introduced Faster Payments, so 
we should do so too.’ We need to introduce Faster 
Payments in the right way for the specific needs 
of the Canadian market. There isn’t a ‘one size 
fits all’ approach to Faster Payments that suits 
all categories of end-users. For example, should 
we speed up both clearing and settlement or just 

clearing, and should we introduce Faster Pay-
ments just for consumers or also for businesses?”

Core payment networks
The CPA, governed by the Canadian Payments 
Act under oversight from the Finance Minister, 
plays a similar role to associations such as Pay-
ments UK and the Australian Payments Clearing 
Association. It operates the Automatic Clearing 
and Settlement System (ACSS) and the Large 
Value Transfer System (LVTS).

In 2014, the CPA cleared and settled 6.8 billion 
payments worth a total of C$44.9 trillion ($33.7 
trillion), equivalent to C$178.1 billion ($133.6 
billion) each working day. 

The ACSS is a bilateral/distributed system ena-
bling CPA-member FIs to exchange payments 
data with each other for low-value transactions, 
offering T+1 clearing and settlement. The CPA 
also operates the US Bulk Exchange (USBE), a 
parallel system to the ACSS which handles pay-
ment items in US dollars, drawn on and payable 
to Canadian bank accounts but settled in the US.

The ACSS provides end-of-day clearing and 
settlement of cheques, automated fund trans-
fers (AFTs), Interac debit card transactions, and 
bill payments via online banking. AFTs are pre-
authorised debit (standing orders) and credit 
transfers between consumers and merchants, 
while Interac is Canada’s domestic debit card 
network.

The ACSS was built in the early 1980s, when 
cheques were the dominant payment method. 
This makes it older than the US automated clear-
ing house (ACH) system, which uses a central 
counterparty for the exchange of value.

As part of its review, the CPA is considering 
whether the ACSS should be replaced with a 
multilateral ACH based on a centralised clearing 
and settlement system model. “Both distributed 
networks and centralised ACHs have pros and 
cons,” says Northcott.

Since August 2013, the CPA has allowed its 
member FIs to accept remote deposit capture 
of cheques via electronic imaging at ATMs and 
mobile devices.

The LVTS is an electronic clearing and set-
tlement system that is used for large-value wire 
transfers between FIs. It processes the majority of 
Canadian business payments and securities trades, 
handling 85% of all CPA transactions by value 

Canada consults users on payments 
infrastructure modernisation
The Canadian Payments Association, the agency responsible for Canada’s core payments infrastructure, is in 
the midst of modernisation to ensure the country’s systems meet users’ needs. This will involve introducing 
Faster Payments as well as the XML-based ISO 20022 financial messaging standard. Robin Arnfield reports
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and 1% by volume.
LVTS payments, which are backed by collater-

al pledged to the Bank of Canada by participating 
FIs, are near-real time and irrevocable. Visa and 
MasterCard’s Canadian members use the LVTS 
for end-of-day clearing and settlement, although 
neither scheme belongs to the CPA. 

Strategic plan
Modernising Canada’s clearing and settlement 
infrastructure to ensure it continues to meet the 
demands of users and delivers innovation is a key 
element of the CPA’s multi-year Strategic Plan.

This process will involve establishing ISO 
20022 as Canada’s financial messaging standard. 
Currently, Canadian electronic transfers carry 
only limited remittance information, which is 
based on antiquated messaging standards.

The lack of electronic remittance information 
provided by the ACSS is a key reason why Cana-
dian SMEs have failed to embrace electronic B2B 
payments. 

The Bank of Canada
Although there are no specific regulations forc-
ing the CPA to introduce Faster Payments, the 
Bank of Canada has indicated that Canada’s core 
national clearing and settlement systems should 
be upgraded to better meet its users’ needs. 

Lawrence Schembri, the Bank of Canada’s 
deputy governor, gave a speech in June 2014 out-
lining high-level directions for modernisation. He 
outlined six essential attributes: 

• High speed - end-to-end processing in near-
real-time;

• Low cost - efficient and convenient;
• Open access and ubiquitous usage;
• Improved cross-border functionality;
• Safe, sound and reliable; 
• Secure - to protect the private information 

of users.

Schembri called for Canada’s ACSS and 
LVTS to be upgraded. “An analysis by the CPA 
revealed that international payment needs aren’t 
currently being met,” Schembri said. “Compared 
with domestic payments, cross-border payments 
involve higher transaction costs and longer pro-
cessing times associated with converting from one 
national payment system to another.”

In August 2015, the C.D. Howe Institute, an 
independent Canadian public policy group, pub-
lished Money in Motion: Modernising Canada’s 
Payment System, which called for the digitalisa-
tion of the ACSS and the elimination of paper 
cheques. 

According to the report, Canadians write 800 
million cheques a year, of which 46% are written 
by businesses, 42% by consumers, and 12% by 
government bodies and that replacing cheques 
should save Canadian businesses several billions 
of dollars per year. 

The government
According to “Public Policy Objectives and the 
Next Generation of CPA Systems: An Analytical 
Framework,” the Canadian government has iden-
tified three public policy objectives to be achieved 
by the payments ecosystem: safety and soundness; 
efficiency; and meeting the needs of end-users.

Schembri said in his 2014 speech that the Bank 
of Canada is working with the Department of 
Finance (DoF) to develop a comprehensive frame-
work for overseeing payment systems in order to 
meet these objectives. 

The Bank of Canada has the role of overseeing 
systemically important payment systems. Cur-
rently, five systems have been designated as sys-
temically important: the LVTS, CLS Bank, Cana-
dian securities depository and settlement service 
CDSX, the Canadian Derivatives Clearing Service, 
and LCH.Clearnet Limited’s SwapClear Service.

In December 2014, the Bank of Canada’s over-
sight responsibilities under the Payment Clearing 
and Settlement Act were expanded to include 
prominent payment systems. The Central Bank 
said that prominent payment systems, while not 
systemically important, are critical for economic 
activity in Canada as disruptions or failures have 
the potential to pose “payments system risk”.  

The ACSS will likely be designated as a promi-

nent system and subject to increased overview 
requirements, the CPA’s 2014 annual report said. 

In April 2015, the DoF said, “The current (reg-
ulatory) overview of payment systems in Canada 
is focused on the core national payment clearing 
and settlement systems and, to a lesser extent, on 
retail payment systems supported by regulated 
financial service providers such as card networks. 

This leaves other non-bank retail payment 
service providers without specific regulation or 
overview, resulting in an inconsistent approach 
for addressing similar risks posed by the activities 
of different payment service providers. It can also 
create confusion for consumers, who may expect 
similar levels of user protections irrespective of 
payment method or service they use.”

Non-bank retail payment services identified by 
the DoF include cryptocurrencies, international 
money transfers via Western Union, and digital 
wallets provided by telcos and PayPal.

Bharat Masrani, TD Group’s CEO, and Dave 
McKay, RBC’s CEO, have both called for the 
introduction of regulations for new entrants. 
Both executives warned that, because new 
entrants are not subject to the same regulations 
as Canadian banks, they have an unfair advan-
tage and could threaten the stability of Canada’s 
financial system.<

n PUBLIC POLICY OBJECTIVES AND THE NEXT GENERATION OF CPA SYSTEMS: AN ANALYTICAL 
FRAMEWORK

Objective Definition Selected desired outcomes

Safety and soundness How payment systems 
appropriately measure, 
manage and control 
risks, taking into account 
legal, credit, liquidity, 
operational and business 
risk.

“Systemically important and prominent payments systems 
must meet the relevant Bank of Canada standards, which 
are based on internationally recognized standards. 
Core systems must engender the confidence of Canadians 
and should foster their confidence in the broader 
payments ecosystem.”

Efficiency Efficiency includes how 
effectively the payment 
clearing and settlement 
processes are carried out 
to meet end-users’ needs, 
as well as ensuring the 
efficient allocation of 
resources to deliver the 
service.

“Access to core systems should be based on objective risk-
based requirements. 
Core systems should be able to adapt to the evolving 
payments landscape from the perspective of technology 
standards and shouldn’t limit the CPA’s ability to 
accommodate new payment types that meet minimum 
requirements, i.e., they should be agnostic to payment 
type. 
Core systems should endeavour to foster competition and 
innovation further along the payments supply chain. 
Core systems should employ technical standards 
facilitating interoperability of domestic and international 
payment systems and services. 
Core systems should exploit technological innovation to 
minimize cost for participants.”

Meeting the needs 
of Canadians and 
protecting their 
interests 

Payment systems must be 
designed and operated 
to meet the needs of 
Canadians and protect 
end-user interests 
including convenience, 
ease of use, price, safety, 
privacy and effective 
redress mechanisms.

"Core systems should support all eligible payment 
instruments that meet minimum technical or legal 
standards. 
Core systems shouldn't create or foster undue barriers to 
end-users switching between payment providers. 
Core systems should foster a safe, secure and convenient 
environment for all Canadians to transact."

Source; the Canadian Payments Association.

RBI 718 October.indd   13 30/10/2015   17:00:59





October 2015   y  15www.retailbankerinternational.com  

ANALYSIS: FINTECHRetail Banker International

How to bring innovation to market
With the myriad of fintech and start-up companies entering the financial field, it becomes harder 
for people to predict which ones will make the grade and which will fall off the radar. No businesses, 
particularly banks, will invest in something that will disappear in 18 months. Patrick Brusnahan writes

F
intech is in the middle of a boom. 
Forbes recorded a quadruple-fold rise 
in investments for fintech, going from 
just over $3bn in 2013 to over $12bn 

in 2014. With so much attention being 
poured into the sector, it is hard for one 
new company to garner attention, let alone 
investment, all by itself. However, CEO of 
myPINpad Phil King believes that he has 
cracked the code.

When speaking to RBI, King said: “You’re 
right to point out that there isn’t a day that 
goes by without a new payments process or 
new company or new method of authentica-
tion. There’s no question that there is a lot of 
innovation. 
“However, the reality is that innovation 

which cannot be applied simply and to 
immediate benefit, at a low cost and at the 
convenience of the customer is never going 
to succeed.”

Banks keeping their distance
Without these factors in place, banks are 
always going to be reluctant when approach-
ing a new entrant to the market. 

King said: “I think the banks and the retail-
ers are rightfully cautious at the speed in 
which they choose to progress in innovation.
“They have customers that are exceedingly 

valuable to them. Customer acquisition is a 
costly process, they’re not going to risk los-
ing them all because they decided to do some-
thing that has been poorly thought through.”

On the other hand, King believed that not 
all of the blame should be placed at start-
ups’ feet. The banks and retailers also need 
to be more willing to embrace change in the 
market.

He said: “Banks are not known for inno-
vation. They’re not known for rapid employ-
ment. They take their time. We’re in discus-
sions with a number of banks and companies 
in the financial services sector and it takes a 
long time to get through. There is definitely 
a lag. 
“However, there is a demand on the retailer 

side for things which will improve the posi-
tion they’ve found themselves in. They are 
now being presented with a plethora of pay-
ment solutions and authentication options 

and they don’t have the time or money to 
tackle all of them.”

A ‘pragmatic approach’ to overcoming this, 
according to King, would be to make sure 
that your piece of tech can fit in with existing 
legacy systems. While legacy infrastructure is 

‘one of the issues’, being able to slot into that 
is key, so banks’ ‘investment in those legacy 
systems does not have to be thrown away’.

The regulatory struggle and a level playing 
field
Another commonly stated stumbling block 
in technological development in banking is 
regulation. 

King commented: “I think it’s certainly 
a feature. Whether it’s a stumbling block 
depends from whose perspective you’re 
looking at it. There are certain technologies, 
particularly in the area of mobile, where the 
regulations have simply not caught up and 
there is a sense of uncertainty as to how to 
deal with some of those things.
“The regulators have an important role 

to play and the standards are in place for a 
good reason. The banks and the retailers rely 
on those standards and expect some form of 
compliance. 
“When your solution can’t comply as it isn’t 

designed like that, that’s when you get some 
interesting conversations about how we go 
forward.”

King stated that banks will need to look 
outside themselves for the innovation that 
consumers want, and are even driving.

He said: “I think the culture of a financial 
institution isn’t going to change and they are, 
by nature, not innovators. There are some 
banks in the world that are very innovative, 
as well as new banks which are not impeded 
by legacy systems or cultures that impede 
speed of thought, movement, and flexibility.
“There is no monopoly on a good idea. 

Every bank in the world is looking at mobile 
as an example. Everyone will have some peo-
ple doing their own work, but the reality is 
that they can’t move fast enough. 
“My view would be that most of the inno-

vation is going to come from outside of the 
banks and it will need to be presented in a 
way that makes it easy for the banks to use. 

You can’t threaten the establishment; you 
have to take them with you unless you have 
a massive brand. Companies like ours do not, 
but companies like Apple are clearly a differ-
ent category.
“However, even a giant such as Apple 

worked hand-in-hand with banks because 
you simply have to. I think the innovation 
will come from outside, but it will need to 
fit within the environment of the bank and 
there are certain things that the banks will 
never give up. Ownership of their custom-
ers, for example, is something that they are 
simple not going to give up for the sake of 
innovation.”

A factor that is not to be neglected in the 
wave of innovation for the consumer is secu-
rity. While it is not the flashiest of features, it 
could be considered to be the most impor-
tant. 

King concluded: “The consumer is abso-
lutely driving this move towards mobile. 
All the research tells us this. The consumer 
carries their mobile with them every day 
and they don’t understand why they can’t 
get what they want through that device.
“On the other hand, they also want it to 

be secure. There is a balance to be struck 
and the newer generations are going to 
want it even sooner. 
“They may not care about privacy, but 

they do care about security.”<

 myPINpad <
• Technology company founded in 

2012

•  King describes the company’s offer-
ing as a ‘state-of-the-art authentica-
tion service offering multichannel 
on what were previously regarded 
as unsafe devices [mobile phones]’.

•  This basically amounts to entering 
your card’s PIN number on your 
mobile phone for transactions for a 
process similar to an ATM of POS 
terminal.

• Not in the market yet, but expects 
to go live this year and is in conver-
sation with 5-6 major brands.
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What’s the score with credit ratings?
Patrick Brusnahan investigates the current credit scoring scene. Is the sector developing as quickly as the 
rest of financial services? With certain scandals drawing unwanted attention to the field, are consumers 
finally getting the long-awaited fairness when it comes to credit? Or is the reputation unwarranted?

T
he rate of development in the retail 
banking sector is astonishing. It seems 
that rarely a day goes by without some 
new form of innovation emerging in 

the sector. However, one faction attracting 
less attention is credit scoring. 

Is this field developing as well or is it being 
left behind? 

At first glance, consumer credit is in a good 
place. Consumer confidence recorded its first 
positive index, since the 2008 global finan-
cial crisis, in August 2014 and it has been 
positive ever since. 

According to Timetric, total outstand-
ing lending fell from £172.5bn ($267.8bn) 
between 2010 and 2014. 

In addition, Timetric’s report, Consumer 
Credit in the UK: Key Trends and Opportu-
nities, highlighted that the demand for, and 
availability of, credit has risen since the sec-
ond quarter of 2014. This included a huge 
spike in the fourth quarter of 2014 as payday 
lenders began to pull back from the market 
due to a slew of new regulation. 

As a result, mainstream banks loosed their 
lending criteria to compete. HSBC became 
the first lender to break the 5% interest rate 
barrier for its £7,500-15,000 personal loan 
at the end of 2014. This triggered a price war 
between all mainstream providers as banks 

and building societies tried to come top in 
the comparison tables. This competition 
does not seem to be slowing down as Sains-
bury’s recently offered a rate as low as 3.5% 
in August 2015. 

The Bank of England recorded similar 
trends in its Credit Conditions Survey which 
stated that the final quarter of 2014 marked 
the highest level of consumer lending since 
before the financial crash. Lending is cheaper 
than ever for consumers and financial insti-
tutions have much cheaper access to credit. 

For the consumers
While the market is growing, the question 
remains if it’s advancing or developing in 
terms of credit scoring for consumers. 

Paul Thomas, managing director of Prove-
nir, a provider of risk decisioning solutions, 
believes the market needs a change. Speaking 
to RBI, he says: “We certainly see our cus-
tomers looking at new models. It’s a model 
that has been developed for a different time 
in history, a different place and a different 
demographic.”

Andrew Jennings, FICO’s chief analytics 
officer, believes that the current system could 
be more inclusive to unrepresented markets.

He says: “Where we are in mainstream 
credit scoring today is that most techniques 

still exist to some degree. Credit bureau 
scores are the ones predominant across 
most countries in the world. A central bank 
established bureau or a private sector bureau 
collates very similar information and that is 
used to make credit scores.  That’s the state 
of play at the moment.
“What’s beginning to happen is that if 

you’re on the credit bureau, that’s great, 
but what happens to the people not on it? 
Lenders and providers have been looking at 
ways to try and tap into alternative sources 
of information on people that would allow 
us to provide a consistent and reliable credit 
rating.”

Professor Jonathan Crook, director of the 
Credit Research Centre at the University of 
Edinburgh, says: “I think there’s a move to 
answer more revealing and helpful ques-
tions. Traditionally, what lenders do is they 
estimate an equation which basically predicts 
the chance someone will repay as agreed usu-
ally within the first 12-18 months of the life 
of the loan.
“Now, lenders are beginning to experiment 

with trying to predict the chance that some-
one will pay a particular payment in a partic-
ular month or the chance they will default in 
a particular month. They are exploring these 
sorts of methodologies. They are also explor-
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ing more sophisticated affordability models. 
These are general trends.”

No matter the solution picked, it needs to 
have two key factors: consistency and reli-
ability.

Jennings adds: “Lenders are going to make 
decisions about people’s lives, for example, if 
they get a mortgage or not. It can’t be some-
thing that is cooked up off of a small amount 
of data that you manage to find. It needs to 
be useful to the industry. Where we are now 
is finding these sources of other data that will 
help solve that problem.”

New sources of data
So where are these new forms of data going 
to come from? Companies such as Prove-
nir have been looking at social media as a 
form of data for an ‘add-on’ to its approval 
process. If a loan application is undecided, 
social media analytics are utilised to try and 
get approval ratings up. 

If there is nothing in the person’s activity 
to suggest an irresponsible or dubious life-
style, then the referral is more likely to be 
approved. 

Another option is utility bills. A company 
in Chile, Destacame, takes individuals’ utili-
ties and cell phone data to create and man-
age alternative credit scores and influence 
current credit scoring models. The start-up 
won the BBVA Open Talent 2015 Special 
Financial Inclusion Award this year.

Thomas says: “If you look at consumer 
finance initiatives, organisations have looked 
to attract different demographics of clients 
and score those people in very different ways. 
We’ve heard all about financial inclusion. 
This could apply to anybody new to a coun-
try that doesn’t have a credit history or has 
had credit problems.
“Traditional models might prevent them 

from accessing financial services. Our cus-
tomers are saying the historical models, 
whilst they might function, they might not 
provide enough service.”

On this topic, Jennings adds: “In many 
countries, broad base credit scoring mod-
els are not some fly-by-night thing, they are 
highly regulated. That leads you back into 
what types of data are available. It needs to 
be data that is collected with some degree of 
reliability and consistency because you can’t 
have a situation where a consumer is disput-
ing the information.
“Usually, this becomes other financial obli-

gations. The typical place to go is somewhere 
that doesn’t go through the credit bureau 
and these tend to be utility bills or mobile 
phone activity. This is interesting as the 
amount you pay per month can go up and 
down. The variety of information you can 
get is much richer there.”

With regards to social media being utilised 
in credit, he adds: “The consumer lets the 
lender use whatever they like as they haven’t 
been able to get a loan via conventional 
means. This is a difficult thing to pull off en 
masse. People will not do this if they don’t 
need to do it. 
“The second point is that most high street 

lenders won’t go near this stuff as the regula-
tory picture around it is undefined and most 
of the lenders doing this are not regulated 
in the same way that, say, Barclays or Wells 
Fargo is. There would be sensitivity in saying 
‘Wells Fargo turned me down because some-
thing was written on my Facebook page’. I 
wouldn’t say it has no future, but it’s not 
without its challenges and it is not without 
its issues.”

Fair score
With the developments in the credit industry 

happening now, speculation has arisen that 
the market might become fairer and more 
inclusive in the near future.

Dr Crook takes a different view. He says: 
“There’s no such thing as fairness as far as the 
[credit] models are concerned. What models 
do is treat people who look the same in the 
same way. That’s one of the arguments for 
using a model as they cannot be influenced 
by any personal prejudices. The models are 
completely neutral.”

However, Thomas disagrees and believes 
that the market has been ‘harsh for some 
time’. He says: “We’ve seen a lot of publicity 
around how difficult it is in the UK, even if 
you’re a white collar worker, to get a mort-
gage today.”

On whether the market is getting fairer, 
he concludes: “I would hope that that is the 
case. I would hope that it gives consumers 
that have struggled, whether it’s through 
traditional financial institutions or not, to 
access credit markets and a fairer shot at 
accessing these markets.”<
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DISTRIBUTION

Lending Loop brings 
P2P lending to Canada

The firm aims to compete with 
alternative or private lenders 
who charge rates well in excess 
of 20%.

Lending Loop, which is Can-
ada’s first P2P lending platform, 
said that it will offer small busi-
nesses a better way to borrow, 
with a quick and easy applica-
tion, flexible repayment options 
and considerably lower interest 
rates than alternative lenders.

The platform will enable 
investors to lend as little as $50 
to businesses.

Commenting on the launch, 
Lending Loop CEO Cato Pastoll 
said: “Today is a brand new day 
for Canadians and small busi-
nesses across the country. With 
as little as $50, Canadians can 
lend their money to the thriving 
local coffee shop that needs new 
equipment to grow or the farm 
around the corner requiring staff 
to develop a farm-to-home pro-
duce delivery program.”

Lending Loop added that 
it uses an all or nothing fund-
ing model, where loans only 
come into effect if the borrower 
receives the full amount of their 
loan request in total pledges, in 
order to protect the lenders’ hard 
earned money.

Lending Loop was founded by 
entrepreneurs Cato Pastoll and 
Brandon Vlaar.

RESEARCH

Mobile banking and 
debit cards vital to gen 
Z Americans: TD Bank 
Mobile banking and debit cards 
are significant to generation 
Z Americans (ages 17 - 20), 
according to data from the 2015 
TD Bank Checking Experience 
Index.

About three quarters (74%) of 
the gen Z customer segment said 
that their debit card was essen-
tial, compared to 56% of overall 
Americans.

Also, 41% of gen Z respond-
ents reported that their bank’s 
mobile app was essential, com-
pared to the smaller share of 

22% of overall Americans.
The survey further points out 

that 86% of Americans feel posi-
tive about their banking rela-
tionships, rating their checking 
accounts as ‘excellent’ or ‘very 
good’.

Out of the respondents, 39% 
in the gen Z segment ranked 
mobile banking as a top day-to-
day banking service or feature, 
versus 17% of overall Americans 
and 32% of millennials.

Moreover, 93% of gen Z 
respondents rated their banks 
debit offerings as excellent or 
very good, as against 84% of 
overall Americans and 88% of 
millennials.

Over half of the survey’s 
respondents (53%) further cited 
that they have used a payment 
platform, including PayPal or 
Venmo, to pay a person in the 
past three months.

On the other hand, only 11% 
have utilised a payment platform 
such as Apple Pay or Google 
Wallet to make payment to a 
business in the past three months, 
the report highlights.

Eighty-three percent of the 
respondents said that they are 
either extremely or very satis-
fied with their primary checking 
account.

And, 86% of respondents 
ranked their bank as excellent 
or very good when it comes to 
offering friendly and helpful ser-
vice, which is a rise of 3% from 
2014.

TD Bank head of deposit prod-
ucts and non-real estate lending 
Ryan Bailey said: “It’s encourag-
ing to see that most Americans 
are still satisfied with their banks 
and their checking accounts.
“Our findings about gen Z vali-

date the increasing significance 
of mobile, and suggest that tra-
ditional financial services, like 
debit cards, will remain valuable 
to consumers and a priority for 
banks.”

PRODUCTS

Axis Bank unveils new 
mobility solutions for 
corporates 
Indian private sector lender Axis 
Bank has rolled out a compre-

hensive suite of mobile and tab-
let based solutions for corporate 
customers.

The solutions, available on 
Android and iOS platforms 
and secured with best in class 
security protocols, are aimed at 
empowering corporates to con-
duct payments, trade, as well 
as conduct forex transactions, 
while on the move.

The solut ions launched 
include a tab-based internet 
banking solution that enables 
customers to view, initiate and 
approve transactions while on 
the move.

The bank has also introduced 
the Pay Connect that allows elec-
tronic payments, within-Bank 
fund transfers and cheque/DD 
payments on the mobile device 
while allowing monitoring of 
fund position and liquidity.

Among the other solutions 
launched include TF Connect 
that incorporates inbuilt work-
flows for different trade finance 
transactions, created specifically 
for the authoriser to approve 
while on the go, and FX Connect 
that offers bid and offer rates for 
forex transactions and facilitates 
real-time rate tracking during 
market hours.

Axis Bank executive director 
& head of corporate banking V 
Srinivasan remarked: “We recog-
nise the fast-paced, travel-driven 
busy work schedules of a typical 
corporate executive in a senior 
management function, and the 
new mobile and tablet solutions 
would provide enhanced con-
venience and efficiency in their 
daily functioning.”

STRATEGY

Standard Chartered to 
axe about 25% of its 
top brass 
British banking giant Standard 
Chartered is planning to axe 
about 25%, or 1,000, of its sen-
ior staff globally to slash operat-
ing cost.

The employees losing their 
jobs are expected to be notified 
by the end of November 2015.

The move is part of the plan 
announced by the bank in July 
2015 to rationalise its business 

and slash costs by $1.8bn by the 
end of 2017, including $400 mil-
lion in savings this year.

In a memo to staff, which 
was leaked on 9 October 2015, 
the bank’s CEO Bill Winters 
said, “Our situation requires 
decisive and immediate action. 
Each member of the manage-
ment team has a mission to 
drive through improvements in 
our returns and part of this will 
be further streamlining of our 
organisation.”

Winters, who took over as 
chief executive from Peter Sands 
in June 2015, has been working 
on a strategy to restore profit-
ability.

In August, the bank revealed 
that it had slashed its work force 
by 5%, or about 5,000 jobs, 
since the end of 2014.

DIGITAL

Scotiabank creates 
new digital factory 
to support digital 
innovations 
Canadian lender Scotiabank 
has set up a new digital factory 
in Toronto that will design and 
deliver digital innovations and 
solutions for its customers.

Designed as an innovation 
hub, the new facility will serve as 
a place where the bank can col-
laborate with fintech providers 
and start-ups to deliver effective 
customer solutions, Scotiabank 
stated.

The facility will accommodate 
over 350 technology staffers, 
including both existing and new 
employees, all focused on help-
ing the bank deliver a seamless, 
personalised experience to its 
customers.

It will serve as home to user 
interface and user experience 
designers; scrum masters, agile 
coaches, solution architects; 
data scientists as well as other 
advanced analytics specialists.

The digital factory is expected 
to start operations from the mid-
dle of 2016.

Scotiabank executive vice 
president and co-head, informa-
tion technology, Michael Zerbs 
commented: “Scotiabank’s Digi-
tal Factory will create an envi-
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ronment where our teams can be 
flexible, adventurous, empow-
ered and challenged to design 
and deliver a game-changing cus-
tomer experience. We are excited 
to engage top technology minds 
to help us deliver on that experi-
ence.”

M&A

Scotiabank to buy 
JPMorgan Chase’s 
Canada credit card 
portfolio 
Canadian lender Scotiabank has 
agreed to acquire JPMorgan 
Chase’s MasterCard and private 
label credit card portfolio and the 
related credit card operations.

The credit card portfolio com-
prises about $1.7bn in receivables 
as well as two million well-per-
forming active customer accounts.

The deal also includes the 
acquisition of JPMorgan Chase’s 
credit card operations in Canada, 
which include a bilingual call 
centre in Ottawa with fraud, col-
lections, recovery and customer 
service expertise.

Scotiabank’s common equity 
tier one capital ratio will be 
impacted by less than 10 basis 
points, mainly from the acquired 
assets.

The deal, subject to regulatory 
approval, is not financially mate-
rial to Scotiabank or JPMorgan 
Chase.

Scot iabank group head 
of Canadian banking James 
O’Sullivan said: “This transac-
tion is in line with our strategy 
to grow Scotiabank’s payments 
business, including credit cards, 
while providing our sharehold-
ers with attractive risk adjusted 
returns.
“Upon closing of the transac-

tion, Scotiabank will become 
the first bank in Canada to offer 
customers Visa, AMEX and now, 
MasterCard credit cards.”

DISTRIBUTION

India’s DCB Bank 
plans to double branch 
network 
Indian lender DCB Bank has 
revealed plans to double its 
branches to 300 from 150 by 

December 2016 in anticipa-
tion of competition from micro 
finance institutions who have 
been awarded small bank licenc-
es by RBI recently.

This is a major change in strat-
egy, given the fact that the bank 
has opened not more than 25-30 
branches a year.

As a part of this strategy, the 
bank also plans to increase head-
count by 50-60% to 5400-5800 
from 3700 currently.

The bank will also invest heav-
ily in customer facing, frontline 
enabling technologies.

The bank’s management indi-
cated that planned expansion 
could negatively impact its prof-
its till fiscal year 2018.

The cost-to-income ratio may 
also rise by 5% to 11% from 
current levels of 61% and the 
return on equity may continue 
to be below 10% as operating 
expenses increase.

Also, the lender revealed that 
it is exploring partnerships with 
start-ups that have disruptive 
banking concepts.

SECURITY

European ATM fraud 
incidents up 15% in 
first half of 2015 
ATM related fraud incidents 
rose 15% in the first six months 
of 2015 when compared to the 
same period of the last, mainly 
due to rise in card trapping 
and transaction reversal fraud, 
according to a report published 
by European ATM Crime 
Report from the European ATM 
Security Team (EAST).

The study found that ATM 
related fraud attacks surged to 
8,421 in the first half of 2015 
from 7,345 in the year ago peri-
od, driven by an increase of 18% 
in card trapping attacks and 
985% in transaction reversal 
fraud attacks.

However, card skimming inci-
dents dropped 18% to 1,986 
from 2,425 in the first half of 
2014, while domestic skimming 
losses were up by 11% over the 
same period.

Losses owing to ATM related 
fraud attacks increased 18% to 
€156m ($171m) from €132m 

in the first half of 2014, mainly 
owing to an 18% rise in interna-
tional skimming losses.

The Asia-Pacific region, in 
particular Indonesia, as well as 
the US recorded majority of such 
losses, the report pointed out.

ATM related physical attacks 
increased by 19% versus the first 
half of 2014, with a 1,013% rise 
in reported robberies. Losses due 
to robbery increased to €10.5m 
from €0.4m.

Meanwhile, losses due to 
ATM related physical attacks 
increased 100% to €26m from 
€13m in 2014.

The first half of 2015 also 
witnessed five ATM malware 
incidents, with related losses of 
€0.14m.

EAST executive director 
Lachlan Gunn commented: 

“International skimming losses 
have risen for the past four 
reporting periods and EAST is 
working closely with Europol to 
raise awareness of this issue in 
Asia-Pacific and the Americas.”

STRATEGY

TSYS, Tangerine sign 
long-term agreement 
TSYS has inked a deal with Sco-
tiabank’s direct banking arm 
Tangerine to offer processing 
and risk management services 
for the bank’s new consumer 
credit card portfolio.

Tangerine, previously ING 
Direct, was rebranded following 
its acquisition by Scotiabank in 
2014.

The bank now provides the 
new Tangerine money-back 
credit card, which helps users 
earn 2% money-back rewards 
on all purchases in two catego-
ries of their choice as well as 1% 
money-back rewards on all other 
purchases, without any annual 
fee.

TSYS North America services 
segment president Bill Pruett 
said: “The Canadian market is 
important to our North Ameri-
can strategy.
“We are committed to a long 

relationship with Tangerine 
providing innovative prod-
ucts and services that give their 
accountholders more accessibil-

ity and flexibility while deliver-
ing the superior service their cus-
tomers deserve.”

Tangerine president and CEO 
Peter Aceto added: “We are 
pleased to be working with TSYS 
as a trusted partner to provide 
our new Money-Back Credit 
Card to Canadians. Their expe-
rience and expertise will serve us 
well as we move forward with 
our revolutionary new card that 
allows Canadians to spend and 
save at the same time.”

Both the parties have not 
disclosed financial terms of the 
agreement.

DISTRIBUTION

Wincor Nixdorf 
launches ATM that 
allows withdrawals via 
smartphones 
Wincor Nixdorf is rolling out a 
new automated teller machine 
(ATM) that will enable cash 
withdrawal through a smart-
phone or a near-field communi-
cations (NFC) card.

In addition to facilitating fast 
and secure withdrawals, the new 
CINEO C2020 will also be able 
to dispense cash to third parties. 
In this case, the transaction data 
will be transmitted to the recipi-
ent’s mobile terminal through 
PC/E software, following which 
the recipient can collect the cash 
at the ATM.

Moreover, CINEO C2020 
will incorporate standard soft-
ware technology, simplifying the 
process of certification and inte-
gration of banks’ new systems in 
their existing networks.

Account holders can use these 
ATMs through a mobile banking 
app that Wincor Nixdorf pro-
vides the bank.

Customers will be able to use 
the app to choose the account 
from which the funds will be 
withdrawn along with the with-
drawal amount, after which they 
will get a QR code, which they 
scan at the ATM’s QR code scan-
ner to identify themselves.

In order to make cash with-
drawal with an NFC card, bank 
customers need to enter their 
PINs using a special encrypting 
touch sensor. <
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“Technology challenges in regulatory 
reporting and how to overcome them”
Financial firms operating in today’s business landscape and the 
technological challenges brought about by regulation & compliance 
By Subhasis Bandyopadhyay, Head Capital Markets CoE at Mindtree

The global financial crisis that began in 2007 and 
peaked in 2008 and 2009 was the greatest blow 
to the financial world and created global shock-
waves. The economic situation has created a need 
for financial services firms to accurately scale 
required levels of regulatory compliance and eco-
nomic capital to support business strategy and risk 
appetite. It also requires firms to minimise systemic 
risk, enhance capability of firms to handle stress-
ful economic and financial market conditions and 
restore confidence of investors in the markets.

New regulations are evolving to monitor and 
manage transparency, robust and comprehensive 
risk management, regulatory compliance and effi-
cient governance for multiple business units and 
across multiple geographies. Addressing programs 
individually through silo compliance systems for 
each jurisdiction does not provide an enterprise-
wide view and results in procedure replication 
along with an increase in cost and complexity.

Major Market Regulations 
Dodd Frank Act Title VII, EMIR and other OTC 
derivatives market regulation require reporting 
of daily trades to mitigate systemic risk. Basel III, 
DFAST and CCAR aim at ensuring capital adequa-
cy while MiFIR tracks events of market abuse. Fail-
ure to comply doesn’t only result in considerable 
fines but also involves reputation loss for the firm.

Technological Challenges Faced by Financial 
Firms in the Regulatory area
Collectively, these regulations have a huge impact 
on the IT landscape of a financial firm as they 
involve extensive data integration, encompassing 
multiple business units and geographical entities. 
Some of the key challenges include: 
Challenge 1. Identifying the source systems 
to rely on for obtaining complete and accurate 
trade and positions related data for regulatory 
reporting.
Challenge 2. Enhancing IT infrastructure 
and communication lines to enable acceptance 
of data from multiple sources and ensure enough 
flexibility to handle the business rules and data ele-
ments.
Challenge 3. Achieving a golden copy of ref-
erence data accurately capturing all the required 
counterparty identifiers (like LEI, BIC codes and 
other interim and internal codes), product identi-
fiers (coming from markets or 3rd party data pro-
vides) and Market codes (for regulated markets, 
MTFs and OTFs in Europe and SEFs in the US).
Challenge 4. Integration of business rules for 

identifying and defining exception workflows for 
processing poor quality data.
Challenge 5. Handling significant changes to 
the architectural framework to meet the current 
and future regulatory landscape.
Challenge 6. The absence of a centralised 
database to integrate compliance systems with 
enterprise-wide views. Due to a silo approach, 
financial firms are facing difficulties in making 
comparisons and conducting analysis and at times 
even find it impossible to aggregate data.  This 
means that they are unable to gain an enterprise-
wide view of risk and instead are faced with a frag-
mented approach to risk, with different depart-
ments in a financial firm focusing on their own 
activity only, thus creating a false sense of security.  
Challenge 7. A lack of identifying any com-
monality among regulatory chattels building effi-
cient reporting infrastructure.
Challenge 8. A lack of smart routing systems 
to handle the large scale market execution data.
Challenge 9. Storing and maintaining large 
volumes of orders and execution data, while effi-
ciently retrieving data in real time. This demands 
IT to develop specialised data marts and develop 
trading compliance and strategy validation solu-
tions.

Considering the above challenges makes it nec-
essary to put adequate IT controls and process 
controls in place to make the regulatory compli-
ance future proof and able to tackle new changes 
in the business landscape. Automating and man-
aging regulatory processes from trade validations 
to tracking will enable financial institutions to 
reduce operational risks and avoid penalties lev-
ied for inaccurate reporting. Regulatory project 
implementations involve frequently changing 
requirements and very stringent timelines, and the 
financial firms would benefit from being able to 
rely on experienced technology partners to achieve 
regulatory compliance in a timely, accurate and 
cost effective manner.

The complexity in asset classes and the rapid 
growth in trade volumes have made transaction 
reporting challenging for financial institutions. 
Inefficient management of regulatory reports 
results in non-compliance penalty and increased 
operation risk. Financial institutions best response 
to manage these arduous reporting is a with robust 
software framework to automate and manage 
regulatory processes from trade validations to 
tracking; and provide a dashboard view to the risk 
officers of trade submissions, exceptions and re-
submissions across multiple regulations.<
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