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EDITOR’S LETTERRetail Banker International

2015: all in all, a pretty 
decent year

F
irst of all the positives: it has been an 
outstanding year for the challenger 
bank community.  

Think licences for Atom and Tan-
dem and exciting plans for such as Mondo 
and Secco and the UK launch of Fidor.

The fintech sector has also gone from 
strength to strength with exciting new start-
ups using technology to disrupt and not a 
bad year in many respects for a number of 
the established major retail banks.

Innovation and digital disruption have 
come to the fore including interesting exam-
ples of digital marketing, new product 
launches and prudent investment in enhanc-
ing the customer experience.

Highlights of the year that spring to mind 
include what RBC is doing with its mobile 
wallet; ditto Chase. Odeabank’s mobile 
innovation; la Caixa’s multiEsterlla enFamil-
ia Community – in fact pretty much every-
thting that laCaixa and for that matter BBVA 
are doing in digital is headline grabbing.

Hello Bank rolled out Hello Play; mBank 
in Poland continued to punch above its 
weight and is enjoying success with its net-
work of Light Branches. 

Payment innovation and evidence of 
banks finally getting to grips with the poten-
tial offered by big data and analytics have 
been other highlights. 

Examples here included CheBanca’s WoW; 
laCaixa (again), Swedbank, and ICICI will 
be in the running come Awards time for their 
use of social media and big data.

Negatives? Well, not too many really. It 
was shaping up to be not exactly the most 
exciting year for banking M&A activity 
from a journalistic point of view but the year 
ended strongly.

Deals that stick in the memory include 
RBC closing its deal to acquire City National 
(see pages 6-7) in a deal worth $5bn; DZ and 
WGZ announcing plans to form Germany’s 
third-largest bank by assets was another.

M&T gaining approval to close the deal 
for Hudson City stands out as does the Key-
Corp deal to buy First Niagara adding nearly 
$40bn in assets and 400 new branches.

In the UK, two deals stand out. Lloyds 
managed to dispose of its interest in TSB to 
Spain’s Sabadell, albeit at a cost. It incurred 
a £600m charge from the sale with around 

£450m of IT costs adding to about £2bn that 
it spend in offloading the branches. 

BBVA’s tie up with Atom also merits a 
mention, gaining a 29.5% stake for £45m, 
in the process valuing the start-up at about 
£150m before it has signed up a single cus-
tomer.

Big negatives of the year would have to 
include certain banks unerring inability to 
shoot themselves in the foot. Despite the 
hire of one of the leading retail bankers of 
his generation, Ross McEwan, RBS some-
how manages to score PR own goals such as 
its IT system going down in the Summer and 
as RBI goes to press, getting into a muddle 
over dormant accounts.

There will doubtless be political outrage 
from certain quarters if the UK government 
sells off its stake in RBS at a loss, except that 
it was not an investment: it was a bailout. 
It is to be hoped that the New Year will see 
new investors, new capital and new owners 
for the bank.

Two other areas close to the editor’s heart 
also deserve a mention.

The Digital Banking Club, founded by 
Intelligent Environments: the third year of 
the DBC has been hugely enjoyable. Mem-
bership has gone through the roof, four 
debates have attracted record numbers of 
Club members and web traffic has soared, 
boosted by an impressive and expanded 
number of contributors to the website. 

Exciting plans are already underway for 
the DBC in 2016.

Retail Banker International Annual 
Awards 2016: the 2015 annual Retail 
Banker International Awards sponsored by 
Fiserv attracted a record number of nomina-
tions and the highest ever calibre of entry. 
The 2016 Awards are set to launch with the 
Awards night fixed for 19 May 2016 in Lon-
don. Nomination and category details will 
follow in early January.

To all subscribers, freelance contributors, 
commercial partners, the tech community, 
analysts, consultants, regulators, press offic-
es and PRs: a very hearty Merry Christmas 
and all best wishes for the New Year. <

Douglas Blakey
Douglas.Blakey@retailbankerinternational.com
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E
verything needs to be digital and real time, 
or forget about it. Welcome to the era of 
instant payment.

The benefits of instant transactions are 
many. The wider economy gets value as con-
sumers and businesses are able to carry out 
monetary exchanges quicker and more easily, 
which increases market liquidity, while faster 
payments also reduce settlement risk. 

And with the increase in availability of fast 
and easy-to-use payment instruments, even 
use of cash will decline. The cheque’s already 
part of distant history, remember. That will cut 
the cost of payment processing but from the 
consumer’s point of view, instant payments 
are patently a better experience and a more 
convenient way to look after their personal 
finances.

But to realise all this, banks will need to 
invest. We cannot evade the fact that there will 
be significant cost in moving to these speedy, 
mobile-based payment environments. (Even if 
payment costs fall, the Federal Reserve Bank 
claims that the return on such an investment 
would at best be neutral.) 

Are the less tangible based benefits of 
increased customer satisfaction, increased mar-
ket liquidity, reduced risks enough to justify the 
investment? Ultimately, it has to be seen about 
grabbing long-term, strategic advantage.

Instant Payments are the sine qua non when 
it comes to competing with third party provid-
ers and non-bank payment services providers 
(think, PayPal); plus they will allow banks to 
offer a host of new services, which will be their 
real value.

Chasing the ‘overlay services’ revenue 
stream
Of course, banks will not be the only service 
provider seeking to provide such appealing 
new services. There will be a whole new 
thriving ecosystem of different payment ser-
vice providers, retailers, tech companies – all 
moving with great speed into the payment 
space.

The reason for the intense competition: the 
battle over the payment space is actually a 
struggle about the customer relationship, as 
securing that means gaining control of personal 
data and the ability to then sell in high-margin 

services within the payments area, and beyond.
Banks – and their non-bank payment service 

provider competitors – are in response creat-
ing new services such as optimisation of loyalty 
schemes, budgeting or receipt management.

Such new overlay services go beyond the 
payment to span the whole transaction, e.g. 
automated matching of purchase orders to 
invoices or in-store promotions are triggered by 
geographical location, combined with in-depth 
customer profile and purchase history.

Many of these services leverage instant pay-
ment. The issue is that our payment infrastruc-
ture has, on the whole, not kept up with innova-
tion emerging so swiftly in cyberspace and on 
our smartphones. 

Physical goods customarily get delivered 
faster than the corresponding payment trans-
action is processed – Amazon Prime now offers 
a one-hour delivery service in major metropoli-
tan areas like Manhattan and Central London, 
after all.

As this immediacy becomes the expected 
norm, consumers and merchants will naturally 
respectively expect and need digital payments 
to offer the same level of speed of response.

The challenge and enormous opportunities 
of modernisation
Moving to real-time is what we need to do. 
That doesn’t mean it’s a weekend upgrade. 
True modernisation of core banking IT sys-
tems will finally have to happen: batch legacy 
systems cannot cope. 

Integration with other systems and servic-
es, such as cash management, is also needed 
to support the new services. Internal pro-
cesses also have to be more transparent and 
agile, or banks will end up with an imbalance 
of too many idle funds or not enough funds, 
risking liquidity issues.

In addition, banks must have the infrastruc-
ture in place to support a fully 24/7 service. 
That’s because near-real-time payment systems 
slash the time we have to check for fraud, so 
radically enhanced fraud detection and pay-
ment interdiction processes need to be devel-
oped. At a minimum, banks will need better 
authentication checks and tighter encryption 
for mobile and Web.

In conclusion, it seems that there is a circle 

emerging where the development of new high-
value ‘overlay’ services within and beyond pay-
ments is simultaneously starting to accelerate 
the development of instant payment solutions 

– while the developments, in turn, speeds up the 
development of these new services.

These overlay services will be income gen-
erators – but more importantly, they need to 
remain at the centre of the customer relation-
ship. This is critical, especially as the upcoming 
Payment Service Directive 2 (PSD2) reform 
will give third-party providers access to bank 
accounts for payment initiations.

In fact, that legislation and instant payments 
will inaugurate a fresh wave of dynamism 
across the whole European retail banking 
space. That’s because instant payments will 
be key to controlling the flow of all payments 
and will fund intense competition with non-
traditional competitors like mobile network 
operators and non-banks.

Without doubt, the providers of the most 
timely (read: instant) and relevant services 
will be the winner of this coming race. Banks 
that don’t grasp this, or don’t grasp it quickly 
enough, risk losing everything to the non-tra-
ditional entrant.

Times are a changing – and swiftly. Or 
should we say ‘instantly’? <

Dr David Andrieux is Market Intelligence 
Manager at Sopra

GUEST COMMENT: DAVID ANDRIEUX Retail Banker International

Instant: The Word You’re Going To Swear By 
Instant payments provide a convenient and inexpensive effective approach to payments and may also offer 
the foundations for new overlay services. Customers want instant access to information and services and 
they want it now! So how do financial institutions provide these solutions? David Andrieux predicts
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Sierra Leone paves the way for mobile money
Financial inclusivity is not what Sierra Leone has been known for. Until now, only 16% of the country had 
access to a bank account leaving over three quarters excluded from a formal banking system. But the recent 
Ebola Crisis which wracked the region last year provided a catalyst for change. Alexander Atkins writes

T
he response by the United Nation 
Development Programme (UNDP) 
and the World Health Organisation 
(WHO) to the Ebola epidemic was 

swift. To do this, they recruited well over 
24,000 Ebola response workers, operating 
under the United Nations Mission for Ebola 
Emergency Response, to help in aiding the 
fight against Ebola.

This monumental force was key in stop-
ping the spread of this lethal disease, yet 
one of the major challenges for these staff 
was pay. With so many health workers 
spread through such a large area, and 
all receiving different levels of payment 
through different means, there was sure 
to be a problem. The result was numerous 
strikes by staff all over the country that 
left not only Ebola patients unattended but 
also normal cases such as pregnancies. The 
effect was crippling.

The government of Sierra Leone needed 
a solution. They had to devise a way to pay 
the army of staff that worked throughout 
the country the right amount at the right 
time, no easy task when one realises that 
until then, it was very much a cash in hand 
situation. The UNDP put themselves to the 
task, looking to find a common factor that 
could connect the scattered legion of work-
ers. That common factor was mobile usage. 
Whilst a tiny amount of the population had 
access to a bank account, the majority had 
access to a mobile network, as there is 82% 
coverage across Sierra Leone.

Mobile money schemes are certainly not 
new to Africa. The success of MPESA in 
Kenya, the mobile money transfer idea 
started there by Vodafone through Safa-
ricom, is testament to that fact. But the 
idea was to go further than MPESA had 
gone, and connect the mobile with a bank 
account. 
“We needed to devise a way to pay front 

line workers on time, pay them the right 
amount and pay the right frontline work-
ers,” says Tenzin Keyzom Ngodup, a pro-
gramme manager and technical specialist 
with the UNDP in Sierra Leone. “Paying 
the workers on time was the most critical 
element to avoiding strikes. The idea of 

paying through mobile wallets helped us 
to achieve this.”

The UNDP devised a mechanism that 
would allow digital hazard payments to 
be made to the Ebola response workers. 
Tenzin explains that the benefits became 
apparent almost immediately: “After we 
successfully instituted the mobile wal-
let, we realised there were so many other 
improvements. Payments were more trans-
parent, the recipients’ experience was vast-
ly improved and the whole idea lowered 
the costs for the government and develop-
ment partners for paying these workers.”

More momentum
As the Ebola crisis was slowly brought under 
control, the idea gained momentum, espe-
cially from an administration governing 
over a country where the mass majority are 
not included in any formal financial system. 
As Tenzin says: “The financial disclusion is 
huge, the products offered by banks are not 
designed for the masses so digital financial 
inclusion has a big role to play in West Afri-
can banking.”

Fast forward to this November, and the 
mobile money system has moved one step 
further. The Bank of Sierra Leone and The 
Central Bank have partnered with UNDP 
and the United Nations Capital Develop-
ment Fund (UNCDF) to launch the coun-
try’s first mobile money regulations.  

The Central Bank believes that these 
regulations will be crucial to accelerat-
ing the delivery of mobile finance to the 
majority of people in Sierra Leone. When 
asked what effect these regulations would 
have, Tenzin believes they are a major step: 

“These guidelines bring mobile money 
under the purview of the Central Bank, 
increasing scope for Mobile Network 
Operators (MNOs) and licenced financial 
institutions to collaborate. This is also the 
first step to protecting consumers during 
digital payments.”

The bank governor, Momodu Kargbo, 
was adamant that these measures would 
create total financial inclusion across the 
country. “This is not only for convenience 
but as an avenue to ensure that as many 

Sierra Leoneans as possible are included in 
the formal financial system of our coun-
try,” Kargbo states. “This is the first step 
towards encouraging people to adopt elec-
tronic channels of payments and move 
away from the traditional use of cash as 
means of payments and settlements of 
financial obligations.”

However, the new system does not cut 
the banks out; their role is transitioning 
towards a partnership with the mobile 
network providers. As Tenzin explains: 

“Banks will be the account underwriters, 
while MNOs offer the network.  However 
different kinds of revenue sharing and risk 
sharing models are possible.”

To further the drive to move from a 
cash based system to a digitised financial 
economy, the Sierra Leone government 
has joined an international partnership 
known as the Better Than Cash Alliance 
(BTCA). The organisation includes six-
teen governments as well as partners such 
as Visa, MasterCard, USAID, and The 
Ford Foundation among others. The Alli-
ance aims to move the global economy 
to a cashless system and is working with 
governments the world over to achieve 
digitalisation.

In joining, Tenzin explains, Sierra 
Leone becomes part of a group of govern-
ments and organisations who are look-
ing to a digital future. “Its membership 
highlights its commitment to continue 
the nation’s digitisation of payments to 
realise additional benefits for its people,” 
Tenzin says. “Through BTCA, Sierra 
Leone joins the league of other countries 
and engages in peer-to-peer learning.”

With the new regulations, the mobile 
money system looks set to grow and Sierra 
Leone will be hoping for it to be one of 
the financial success stories of the future. 
From its early beginnings during the Ebola 
Crisis to the announcement of the new reg-
ulations, it looks set to provide financial 
inclusivity to the majority of the popula-
tion, bringing many under the digital wing. 
Although there is still a long way to go, it 
is certainly an example of Africa looking to 
a digital future. <
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How to increase your fraud protections:
The ease and flexibility of digital and mobile banking is creating a revolution which is providing consumers 
with more ways to access their finances than ever before writes Mannie DaSilva, Global Product Line 
Manager, Financial Crime Risk Management Solutions at Fiserv. However, complacency can cause problems

C
onsumers can now control their 
accounts through virtually any internet 
connected device and deposit cheques, 
pay their bills, transfer balances to other 

accounts, or even send money to a person or 
business anywhere in the world.

At the same time however, this conveni-
ence and accessibility is opening new doors 
to fraudsters who are always looking for vul-
nerabilities to exploit to siphon money from 
consumer and business accounts.  The more 
that banks open up new channels to allow 
consumers easier access to their money, the 
greater the risk that those same channels can 
be exploited for fraud.

In terms of fraud prevention, both financial 
institutions and their customers need practi-
cal solutions. As a first step, it is important 
to identify and implement the easy, tactical 
things that can provide the most protection. 
Here are eight top tips to help protect both 
banks and consumers from fraud.

1. Implement Multi-Factor Authentication
The first step for banks is to implement a 
robust multi-factor authentication process 
during account registration. Whether the 
consumer is registering for online banking 
at home, or downloading the mobile bank-
ing application, having a robust multi-factor 
authentication strategy that leverages things 
such as out-of-band authentication is the 
critical first step in preventing fraud online.

2 . Implement and Use Consumer Email and 
Text Alerts
One of the most effective ways to prevent 
fraud is also one of the simplest – email or 
text alerts. Alerts allow a bank to notify con-
sumers in real-time when there has been any 
unusual activity online or through a mobile 
device.

For example, if an electronic payment has 
been made online to a never before seen payee, 
the bank can send the consumer a text alert 
to their phone to confirm that the requested 
transaction is legitimate. Text alerts have not 
only proven to be an effective tool in stopping 
fraud but they also offer a positive customer 
experience that helps banks establish more 
trust and goodwill with customers.

3. Implement and Use Online Activity 
Logging and Behavioral Analysis
Monitoring consumer’s online and mobile 
access to their accounts is a critical compo-
nent of preventing account takeover. Activity 
should be tracked to the Device ID or the IP 
address and monitored for anomalies such 
as access from foreign countries, access from 
devices known to be involved in a prior fraud, 
a high velocity of recent logins, an escalation 
in bad login attempts and other unusual cir-
cumstances. Monitoring online activity is an 
important component of protecting consum-
ers against online and mobile fraud.

4. Implement Multi-Channel Fraud and 
Suspicious Activity Monitoring Solutions
A fraud monitoring solution is an important 
component in protecting against mobile and 
online fraud. Fraud monitoring platforms 
have many off-the-shelf capabilities that help 
banks to prevent, detect and report instances 
of fraud. The most critical components that 
these systems have are:

• Enterprise View - the ability to take in 
multiple sources of data across different 
channels to get a holistic view of each 
customer’s account and relationship. This 
includes cheques, electronic payments, 
access to accounts online and access to 
accounts through mobile devices;

• Scores, Rules, and Alerts - the ability to 
generate a risk assessment of a custom-
er’s account based on business rules or 
sophisticated analytic scoring models that 
use profiles and other techniques to find 
fraud and create alerts, and

• Fraud Reporting - the ability to generate 
business and regulatory reports when 
fraud does occur so that it can prevented 
in the future.

5. Proactively Educate Consumers and 
Employees
By educating consumers and employees on 
the latest fraud scams and schemes, banks 
can help consumers prevent fraud before it 
starts. For example, banks should help con-

sumers understand common email phishing 
schemes that are designed to have them 
unknowingly provide their login credentials 
or banking details to fraudsters.

6. Monitor and Clean for Malware Regularly
Bank hackers are routinely able to steal mil-
lions of dollars by convincing customers or 
even bank employees to click on emails or 
links that download malicious malware onto 
their computers. The malware infects the 
computer and allows the fraudsters to moni-
tor keystrokes, capture emails, capture screens 
and other valuable information that they later 
use to steal from the banks. Scanning for and 
removing malicious malware is a critical com-
ponent for reducing online fraud.

7. Use Secure Access through HTTPS as 
Often as Possible
HTTPS is a protocol for secure connections 
over the Internet that ensures a person is 
accessing the site they think they are, as well 
as making sure data is encrypted so it cannot 
be stolen. By using HTTPS consumers can 
ensure against “Man in the Middle” attacks 
that allow personal or banking data to be sto-
len.

8. Manage Online Credentials Wisely
Changing passwords frequently and making 
those passwords substantially different from 
old passwords is a simple but effective way 
to help prevent online and mobile account 
takeover. Even if information is stolen, 
changing passwords frequently may limit or 
even stop the information from being used.

Be Vigilant. Be Aware. Be Suspicious
If something is too good to be true it often is. 
In the online and mobile world, clever fraud-
sters are constantly preying on consumers and 
banks to exploit vulnerabilities. Their tactics 
will change but in most cases there will be 
some hint that the activity or request is some-
how ‘not quite right’. The best defence against 
online fraud is to maintain vigilance. Fraud 
is always changing, so consumers and banks 
need to be aware of those new schemes and 
finally to be suspicious of anything that seems 
a little ‘too good to be true’.<
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China and UK fintech close in on US
The 2015 ‘Fintech 100’, which lists the world’s top fintech companies for this year, has been published by 
Fintech Innovators, a collaboration between fintech investment firm H2 Ventures and KPMG. UK and China 
make strong showings, as top global fintech firms, with companies new and old. Alexander Atkins writes

T
he 50 ‘Emerging Stars’ list features 
12 start-ups from the UK, the most 
of any country, and includes Bank-
able, an innovative payment solutions 

firm, GoCardless, a cost effective payment 
acceptance service, Property Partner, a prop-
erty crowdfunding platform, The Currency 
Cloud, a real time payments network and 
Yoyo Wallet, a pioneering payments business. 

The UK also had six companies in the 
‘Established Innovators’ list, including Fund-
ing Circle, a platform for small businesses to 
attract investors, Atom, a digital bank and 
iZettle, a mobile payments solution.

Chinese fintech companies have also 
shown a strong performance on the list, with 
the top spot on the ‘Established Innovators’ 
list being taken by Shanghai-based ZhongAn, 
an online insurance company, along with 
seven others in the top 50, including Qufenqi, 
an electronics retailer with a payments solu-
tion and Lufax, an online marketplace. 

Last year’s list featured only one Chi-
nese firm, the credit assessments platform 
WeCash.

Warren Mead, global co-lead of KPMG’s 
fintech practise commented on the success 
of UK and Chinese firms, said: “The UK is 
clearly a leading centre for fintech but with 
the rise of Chinese firms that position is not 
guaranteed.  
“The good news is the UK is currently 

home to more emerging fintech companies 
on the list than anywhere else.  In a fast mov-
ing sector, it will be interesting to track how 
many breakout over the next 12 months.”

On the growing importance of fintech 
to the financial community, Mead added:  

“The speed and energy with which fintech 
innovation is impacting financial services 
is gathering global momentum on many 
measures.  
“This year’s report underscores the inter-

national nature of fintech, with the broad 
geographic diversity of the fintech compa-
nies featured. It is the ‘Fintech 100’ com-
panies that are pushing the frontier of new 
products, services, technology and business 
models in financial services. Those within 
the financial services sector who ignore the 
innovations of the ‘Fintech 100’ cohort do 

so at their peril.” 
Toby Heap, a founding partner of H2 Ven-

tures, was also adamant that fintech would 
be crucial to the fast evolving financial world 
of the future. He said: “In an industry that 
will soon be irrevocably changed by the dis-
ruptive effect of innovation, the companies 
doing fintech best are those most likely to 
succeed. 
“Already, some of the world’s major finan-

cial centres are equally becoming known as 
centres for fintech innovation: London and 
New York, and more recently Sydney.” 

He also emphasised how the list showed 
that fintech could not be limited to one 
area of the globe. “This year’s Fintech 100 
highlights the truly global nature of fintech 
innovation, with startups from 20 coun-
tries on the list. 
“Many of these companies have an 

X-factor that has captured our attention – 
exciting new fintechs with bold, disruptive 
and potentially game-changing ideas,” he 
added.

Fintech across the globe
The list featured 40 companies from The 
Americas, 20 companies from Europe, Mid-
dle East and Africa and 22 companies from 
the Asia-Pacific region which include 10 
from Australia and New Zealand.

Australia was another location that 
showed surprising success, helping to 
prove why cities like Sydney are under-
rated yet fast expanding fintech hubs. 

In the ‘Established Innovators’ list, Aus-
tralian companies SocietyOne, a Peer-
to-Peer lending platform, and Prospa, an 
online small business lender, were ranked 
at 37 and 33 respectively. In the ‘Emerg-
ing Stars’ list, seven Australian companies 
were featured including Avoka, a platform 
for digital sales, Equitise, an investment 
platform and Metamako, a device com-
pany. 

The US stays strong
As expected, the US produced a substantial 
number of the top 100, with three US firms 
in the top 10: Oscar, a health insurance plat-
form, at 2nd, Wealthfront, an automated 

investment service, at 3rd, and Avant, a mar-
ketplace lending platform, at 7th. Twenty 
one US companies also featured in the top 
50 ‘Established Innovators’ list, most of them 
coming from either New York or San Fran-
cisco. 

Meanwhile, eleven US startups made the 
‘Emerging Stars’ list including C2FO, a work-
ing capital exchange, Estimize, a financial 
estimates platform and Orchard Platform, a 
technology and infrastructure provider.

Those selected were judged on five key 
factors: the total capital they have raised, 
their rate of capital raising, their geograph-
ic and sector diversity, their consumer and 
marketplace traction and their X-factor, 
the level of their product, service and busi-
ness model innovation.

Moving forward
Startups on the ‘Emerging Stars’ list were not 
ranked. Instead the top ten will be invited 
to attend a KPMG and Matchi fintech sum-
mit in London where they will be given the 
chance to pitch their ideas to some of the 
world’s most prestigious financial institu-
tions, venture capital funds and investors.

The report also highlighted several other 
interesting trends in new financial compa-
nies: firstly, it showed a rise in ‘enablers’, 
service providers to financial institutions, 
with 25 in the list compared to seven last 
year. 

Secondly, the list emphasised how pay-
ments is the sector most at risk of disrup-
tion as shown by a growth in fintech com-
panies dealing with payments, currencies 
and transactions, up to 25% of the ‘Fin-
tech 100’.

Fintech financing has risen over the past 
three years, jumping 66% from last year to 
over $20bn. All the companies on the list 
have collectively raised over $10bn.

Fintech Innovators, who compiled the 
report, is a joint scheme between H2 Ven-
tures and KPMG, researching the world’s 
most successful and exciting new compa-
nies in the financial services sector. H2 
Ventures has been described as an emerg-
ing thought leader in fintech venture capi-
tal investment. < 
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Disciplined execution key to ongoing success of ‘One RBC’
Douglas Blakey meets Wayne Bossert, vice chair of RBC Wealth Management, to discuss the bank’s 
strategic imperatives: growing its high-performing asset management business; servicing UHNW and HNW 
clients in its priority markets; and leveraging RBC’s strengths to bring the best of RBC to its clients

R
BC’s wealth management business unit, 
the country’s largest wealth manager 
with a leading share of the high net worth 
market and Canada’s largest fund com-

pany continues to pick up award after award 
with a near monotonous regularity. 

The clear message from Wayne Bossert, vice 
chairman of RBC Wealth Management is that 
there no danger of complacency and that chal-
lenges remain to achieve the unit’s goals.

One of the world's top five largest wealth 
managers, RBC Wealth Management directly 
serves affluent, high net worth and ultra high net 
worth clients globally with a full suite of banking, 
investment, trust and other wealth management 
solutions, from key operational hubs in Canada, 
the US, the UK, and Asia. 

RBI met with Bossert in the bank’s quiet 
period, just prior to RBC releasing its fiscal 
2015 results: record breaking annual earnings 
smashing analyst forecasts by becoming the first 
Canadian company to top the C$10bn ($7.2bn) 
annual earnings.

RBI: How is RBC continuing to deliver a 
consistently high performance in its wealth 
management business unit?

Wayne Bossert (WB):
First and foremost, it is a disciplined execution 

through investment in our people and fostering a 
culture that delivers the “One RBC” experience 
through collaboration and a client-first focus.  

Our relationship managers identify their cli-
ent’s individual needs and then use a customised, 
holistic team approach to preserving, building 
and stewarding family wealth across genera-
tions. In doing this we evaluate the needs of our 
clients across four dimensions of capital – finan-
cial capital, business capital, human capital 
and social capital – and seamlessly coordinate 
experts from across RBC to meet each need, 
while maintaining primary responsibility for 
the client relationship. 

As a result, our clients have the benefit of the 
personalised service from their primary relation-
ship manager as well as the breadth of expertise 
available to them from specialists across the 
RBC business. 

As a clear market leader in capital markets, 
commercial banking, and investment manage-
ment in Canada, we will continue to leverage 
these strengths and the expertise of our people to 
bring the best of RBC to our clients and deepen 

relationships.

RBI: How important are the last two of those four 
dimensions of capital – human and social?

WB: They have been growing in importance 
for some time and are becoming a key measure 
by which ultra high net worth families choose 
and value their private bank. In today’s highly 
competitive private banking industry, financial 
and business capital planning are considered 
table stakes. 

What clients really want is an integrated plan 
that also addresses their human and social capi-
tal needs. In other words, how we can help their 
family manage inter-generational transition, 
family governance issues, stewardship of wealth, 
next generation education, strategic philanthro-
py and foundations, and more.

RBI: RBC has been making major investments 
in relationship management technology to help 

its advisers serve its private banking clients better. 
Can you give some recent examples?

WB: We’ve just launched a new interactive tool in 
Canada that improves the ability of our advisers to 
have a goals-based conversation with their clients. 
myGPS allows advisers to pull and integrate 
relevant client data into one place, enabling them 
to define and prioritise goals for their clients, 
pursue the most appropriate opportunities, and 
track progress against milestones. 

The myGPS tool is so effective that it has 
already won innovation award in the 2015 
Global Private Banking awards as “Best Ini-
tiative of the Year in Relationship Management 
Technology.” 

RBI: RBC has been realigning its Wealth 
Management Business around the globe. What 
steps have you taken to deliver on this strategy?

WB: We have been refocusing our operating 

City National: a ‘milestone acquisition’ - Bossert
The US is RBC’s second home market which is why it 
made the strategic decision to acquire City National 
and create a powerful platform for long-term growth.

Wealth business is an important part of the bank’s 
franchise, serving 340,000 households in the US. 

It is, says Bossert, a ‘milestone acquisition that 
significantly expands our growth platform in the US’.

With the transaction – RBC’s biggest ever acquisi-
tion - having closed in November, the bank’s focus is 
now on integration to bring the best of both organi-
sations to its commercial capital markets and wealth 
management clients. 

CEO Dave McKay has spoken of City National cli-
ent growth being exceptional and early progress is 
being made to launch RBC’s synergy programmes 
across the bank.

RBC will focus around ‘one client’ the high net 
worth, ultra high net worth client in the US, putting 
together its existing US wealth franchise with the 

City National franchise which serves a very similar 
customer on the wealth side. 

That organising philosophy of one bank, one client 
is consistent with how RBC thinks about its franchise 
globally, particularly in Canada and, argues McKay, the 
results will show up in the consolidated global wealth 
segment.

Adds Bossert: “This acquisition creates a new leader 
in providing banking and wealth services to HNW and 
commercial clients in key US markets by combining our 
capabilities to deepen client relationships and to serve 
a broader client base with the aim of being the preferred 
provider in the US to corporate, institutional, commer-
cial and high-net worth clients and their businesses.

“Together we can offer more expertise, locations, 
products and services to clients in existing markets, and 
expand into new high growth markets. We’ve developed 
a phased rollout of City National private and business 
banking capabilities to RBC WM-US clients.”

RBC WEALTH MANAGEMENT AT A GLANCE
• C$382bn in client assets, generating over 65% of 

RBC Wealth Management earnings on a full year 
basis;

• Largest fund company in Canada with 14.5% market 
share; leader in last twelve months of asset inflows;

• Grew HNW market share by 400 bps to 19% in the 
last four years and anticipate reaching 20% market 

share by 2016;
• Consistently driving revenue per advisor of over 

C$1.2m per year, 42% above Canadian industry 
average;

• Top performing investment firm with 79% of AUM 
outperforming the benchmark on a 3-year basis.
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footprint and realigning our international wealth 
business over the past few years, to better serve 
and deepen relationships with clients from our 
priority markets. 

We are prioritising our efforts in the regions 
and countries where we can add the most value 
to our clients and provide a high level of service 
for generations to come. Our wealth manage-
ment international business is focused on build-
ing and growing a scalable and more focused 
business serving high net worth and ultra-high 
net worth clients from our key operational hubs 

in Canada, the US, the UK and 
Asia. 

RBI: What about your global 
asset management business?

WB: Our Global Asset 
Management business is among 
the Top 50 global asset managers 
by AUM, has an investor asset 
mix of 45% Individual / 55% 
Institutional client assets, is the 
largest fund company in Canada 
and continually recognised for its 
fund performance. 

It has grown significantly 
through both BlueBay Asset 

Management and our GAM 
teams in London and Hong Kong 
and remains a key focus outside of 
North America.  This business will 
be a continued focus of our global 
growth efforts. Internationally, 
we will look to build investment 
management capabilities in the 
US and UK, strengthen our dis-
tribution network, and grow our 
institutional market share.

RBI: Which client segments are 
you targeting and where will you 
serve them from?

WB: Apart from GAM, our wealth businesses will 
primarily serve high net worth and ultra-high net 
worth clients from our key operational hubs in 
Canada, the US the British Isles and Asia because 
we know we succeed best when we leverage and 
build on the strengths of RBC’s other businesses. 

RBI: CEO Dave McKay has spoken of the 
massive importance of the bank’s investment in 
digital, with more than five million of the bank’s 
clients already actively engaged in accessing RBC  

products and services using online, mobile and 
tablet channels, a number up by more than 30% 
since 2012. With major additional investment 
being made in designing new products and 
services specifically for digital channels in the 
coming year, what is the wealth management 
unit strategy for clients who may prefer to be 
self-directed and rely less on personal service and 
advice?

WB: Digital capabilities are increasingly critical 
to the client experience. We recognise the 
growing demand for digital engagement, while 
also understanding that clients value our wealth 
managers as the centre point of their relationship 
due to their knowledge of clients, expertise 
and advice, and ability to offer broader RBC 
capabilities. 

We are investing in digitally enabling wealth 
managers to enhance their ability to serve clients, 
and in finding ways to improve the client experi-
ence through technology.  

RBI: Can you give me some details about your 
strategy towards millennials?

WB: Our millennial strategy is enterprise wide. We 
understand that the needs and conversations with 
this generation are not that much different from 
generations before but what is different is how we 
engage them. 

They want to do it their way. We support cli-
ent choice, and believe that this segment, like 
all of our other client segments, should be able 
to select the advice and service model that suits 
them depending on their available time, interest 
and/or knowledge.  

We are empowering them with solutions and 
focused on delivering a seamless, digitally-inte-
grated, multi-channel experience. Likewise, we 
recognise their needs will change as they move 
through life stages. As an enterprise, we want to 
be ready to help them transition between value 
propositions as their needs evolve.  <

CITY NATIONAL AT A GLANCE

• RBC will introduce City National’s full suite of US 
private and commercial banking products and 
services to RBC clients - 340,000 RBC US Wealth 
Management households :204,000 RBC Canadian 
cross-border clients  and 88,000 RBC Canadian 
commercial clients;

• Enhancing US wealth & asset management plat-
form: combined US-based client assets of C$393bn: 
brings RBC’s wealth management segment to over 
C$1.3trn in client assets globally;

• Expanding distribution channels:  RBC and City 
National wealth management products  to be ser-
viced by 2,100 combined advisers;

• Deposit synergies: the deal offers RBC the ability to 
attract additional deposits from RBC Wealth Man-
agement and Capital Markets clients and utilise low 
cost sweep balances from RBC US wealth manage-
ment as an additional competitive funding advan-
tage to support future loan growth, and

• Future growth initiatives: introducing City Nation-
al’s private and commercial banking solutions 
through RBC’s US Wealth Management advisor and 
client base;  Leveraging RBC’s platform and finan-
cial strength to increase City National’s market 
penetration and accelerating expansion into other 
new high-growth markets through an expanded 
network.

n NET INCOME RBC WEALTH MANAGEMENT 
(C$M) (2012-15)

600

700

800

900

1000

1100

1200

2012
2013

2014
2015

Source: RBC

n EARNINGS BY BUSINESS SEGMENT(%) RBC - FISCAL 2015

Capital Markets

Investor & Treasury Services

Insurance

Wealth Management

Personal & Commercial

52%

11%

7%

6%

24%

Source: RBC

n REVENUE BY GEOGRAPHY (%) RBC - FISCAL 2015

International

US

Canada

63%
19%

18%

Source: RBC
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aunched by Santander’s group chair-
man, Ana Botin, and Spain CEO, Rami 
Aboukhair, the main element of this 
concept branch is the delivery of a full 

financial service. This is to be accomplished 
through a strong promotion of self-service 
and online/mobile banking channels.

The branch was designed around the 
Santander values of Simple, Personal and 
Fair and aims for a relaxed, yet engaging, 
atmosphere for customers to come in and 
interact with relationship managers. This is 
the goal, rather than the branch existing for 
purely transactional means. 

Santander has claimed that this pilot 
branch, the first to be unveiled, has already 
received positive responses from staff and 
customers alike.

At the launch, Ana Botin said: “We have 
aimed for the branch to revolve around the 
clients giving them quick access to all ser-
vices.”

She also stressed that the new branch 
design is set to help the bank reach its target 
of 30 million digital customers by 2018. 

Michael Allen, group CEO of allen inter-
national, told RBI: “Developing a universal 
branch concept for Santander worldwide 
was an exciting challenge for us. We had to 
take into account nine very different mar-
kets and various branch formats around the 
world.
“At the same time, we had clear strategic 

goals; the migration of customers to alter-
native channels through the introduction 
of online/mobile banking, all within a cost-
effect implementation budget and design that 
embodies the brand proposition. The 
result is a new customer experience 
that provides greater customer service 
and enhanced digital engagement in-
branch.”

Digital Engagement
Santander’s main idea with the new 
branch was to connect more digitally 
with its customers. Richard Benson, 
innovations director at allen interna-
tional, told RBI: “That is not to uti-
lise digital technology for the sake of 
ticking a ‘digital innovations’ check-

box, but to develop a communications chan-
nel that connects the brand, its products and 
service with the consumer.”

Instead of replacing posters with digital 
screens, the space was designed to point cus-
tomers towards digital touch points and pre-
sent them in an easily accessible way. 

These touch points include the initial 
modules in the Digital Banking Zone where 
customers can explore and enrol in online 
banking and mobile banking apps with the 
assistance of staff. 

There is also a larger digital focal screen 
within the active waiting zone where custom-
ers can see digital messages explaining the 
bank’s products and service while they wait 
for a meeting.

Designed to integrate digital into the 
customer journey to ensure it engages and 
enriches their overall experience in the 
branch. The digital engagements are sup-
posed to work side-by-side with improved 
face-to-face interaction with staff, rather 
than replacing it.

Benson added: “All of these are meeting 
clear objectives, which were to increase 
cross-selling, migrate customers more to self-
service and also to enhance the whole ambi-
ance of the customer experience.”

Implementation costs and budgets
As with all projects, the financial sector is 
looking at deriving value from the expensive 
physical channel. allen international’s brief 
was to make sure that any concept must be 
applicable to countries and regions across 
Santander’s entire global real estate.

As a result, a key challenge was to enhance 
radically the customer experience in branch 
through design, improving its performance 
and ecological credentials whilst also meet-
ing very competitive cost budgets. Every 
crevasse of the branch had to be engineered 
carefully around value. This was to meet 
agreed budgets and to arrive at a design that 
is cost effective. 

This has resulted in a design that is func-
tional, but embodies value while maintaining 
appropriate and human warmth.

Benson said: “The concept we developed 
is a concept fit for global usage with coun-
try adaptation. Apart from that, there’s 
not much I can say at the moment. It really 
depends on the specific needs of each country 
in question.”

Design elements
Openness and transparency was a crucial 
objective for the concept branch. To tackle 
this, allen international stripped away a lot 
of traditional branch elements. Now gone 
are the blinds, curtains and graphic promo-
tions covering up branch windows. This has 
led to a re-engagement with customers by 
actually enticing people to enter. 

This projects an impression of simplic-
ity, accessibility and transparency in the 
Santander brand and the way it interacts 
with its customers.

Interior design was created to project ‘con-
fidence, dynamism and warmth’ through a 
stronger, more contemporary image. 

To accomplish this, a re-think was needed. 
Everything was overhauled, including mate-

rials, interior palette, furniture and 
finishes. A reflective red perforated 
ceiling canopy and contrasting warm 
wood flooring combined to create an 
interior ‘envelope’. This is intended 
to elevate important services, such as 
full function ATMs, digital banking 
and welcome areas, and set a tone for 
the customer’s journey.

Branch tellers are hidden from 
view at the entrance to create a more 
relaxed tone. By not being immediate-
ly confronted with a branch worker, 
this creates a more relaxed advice and 

Santander rooting its branches in the future
The first ‘Smart Red’ pilot branch, created by allen international with Santander, has been launched in 
Madrid. With branches on the decline as digital and online channels rise, how will this new concept beat 
the odds and gain some longevity? Patrick Brusnahan investigates
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consultation experience, rather than prepar-
ing to be hit by a pitch. 

With the customer and adviser meeting 
areas, allen international designed to make 
a working balance between privacy for the 
customers and visibility for the Santander 
consultants. 

The goal is to create a space that is hos-
pitable and focused on the meeting tak-
ing place; a direct contrast to back-office 
workspaces in which the customer might be 
intruding. This conveys a relaxed environ-
ment where consumers feel capable to dis-
cuss day-to-day needs and financial futures.

On this note, Benson said: “Digital 
engagement is a key thing and that works 
on two levels. There’s promoting to self-
service, that’s not purely pushing custom-
ers onto self-service channels to benefit the 
bank, but to make it easier for the custom-

ers as well. It’s also a lot about how we 
present all the channels.
“That can range from multi-function 

ATMs where all transactions can be car-
ried out through to promoting and enroll-
ing people for online and mobile banking. 
It’s really about how to make it easier for 
customers to get faster, more convenienct 
service, in-branch and remotely, using the 
branch channel as a way to train and enrol.”

He concluded: “That’s a key part of the 
digitisation process, but it’s also being sup-
ported by how we promote the brand and 
its offer. We put together a whole strategy 
for how we present the information about 
the bank and its services in a way that 
is easily digestible and equally memorable 
for the client so it’s making much more 
efficient use of the digital channel to do 
that.”<

The future of branches

Patrick Brusnahan: How do you see branches 
going on into 2016?

Richard Benson: I think branch networks will 
continue to be rationalised by leading players 
beyond Santander. I think all banks realise 
that they have to look at their networks and 
make sure that they are in the right place 
with the right format. There will continue to 
be more work on formats to give the right 
proposition and the right services that their 
customers need. 

As far as we’re concerned, the trends we see 
at allen international is that branches are here 
to stay. They are not going away; the format 
of them is changing. This may mean branches 
that are focussed more to the delivery of 
transactions where required and others that 
are focused on more advisory facilities, but 
the migration to faster more convenient self 
service facilities in branches will continue for 
cash management services.

I think we’ll continue to see a close exami-
nation of that format and how to deal with 
those transactional services. Incentives for an 
advisory capacity continue to grow in impor-
tance. More and more people are using remote 
channels to access their account so what do 
people need from a branch? 

In many cases it is the face-to-face contact 
with financial advisers, no matter how they 
use their bank, before making large decisions 
regarding their financial future, they want to be 
able to meet someone and talk them through. 

Alternative channel usages will continue to 
grow and we see more people using video con-
ferencing and remote access for meetings in 
all walks of life. I still think there’s a sense of 
security for many knowing that you can meet 
a person face to face and have products and 
services explained at your level. Even though 
the networks are changing in shape and size, 
there will always be a role for that within most 
markets. 
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Banking is becoming as diverse as its products
Equal opportunity affects many industries, banking not being an exception. However, there are signs of 
improvement and the banking sector recognises the need to change. Noreen Doyle, the first female chair of 
the BBA, believes that banking ‘intends to lead, not to follow’ in this cause. Patrick Brusnahan reports

I
n 2013, the Department for Business, 
Innovation and Skills (BIS) added require-
ments for companies to report on the gen-
der breakdown of their employees. At a 

minimum, companies must release the gender 
ratios relating to main boards, senior managers 
and total employees.

The British Banking Association (BBA) 
supported this development and has released 
a report entitled ‘Diversity and inclusion in 
banking’.  It showed that the banking industry 
had met its target, set by Lord Davies, of 25% 
of all FTSE 100 board positions being filled by 
women. This has doubled their number in just 
over five years.

Anthony Browne, chief executive of the BBA, 
wrote in his introduction: “In conducting our 
research, it quickly became clear that banks took 
diversity and inclusion very seriously and that 
this was not limited to gender, but focused upon 
opening up opportunities for all their employees 
irrespective of background, ethnicity, sexual ori-
entation or disability.”

The importance of being inclusive
The report states that due to banks’ prominent 
position within society, they have a crucial posi-
tion in society and can alter perceptions and 
inspire change through leading by example.

To make diversity initiatives more effective, 
all levels of the banks need to be engaged. The 
change can only be effective if there is leadership 
and bottom-up support.

Many diversity and inclusion teams were 
found within HR departments as the access they 
can bring is key. However, the support from 
board members and senior managers is just as 
essential if employees are to follow through on 
recommendations from HR.

Bank CEOs with an eye on diversity have a 
large amount of pressure on them. One exam-
ple given within the report is Lloyds Banking 
Group’s CEO, Antonio Horta-Osorio, recently 
writing to all the senior leaders in the group 
reminding how important the diversity agenda 
was and how they were expected to support 
it actively. He also committed to increase the 
proportion of senior management roles held by 
women to 40% by 2020.

Different banks can have different priori-
ties in the space for different reasons. The type 

of banks, its customers, staff composition and 
location have a strong influence on the bank’s 
diversity agenda.

For example, BNP Paribas focuses on driving 
progress in relation to nationalities, rather than 
other diversities. This is due to BNP Paribas’s 
international presence and its multinational 
workforce. The end goal is to enhance under-
standing of different cultures and how such 
diversity can drive better performance.

Barclays prioritised the support and spon-
sorship of LGBT events and is now looking at 
helping the disability sector. In 2013, Barclays 

launched its Accessibility Standards, which 
include a commitment to accessible services. 
This means that the widest audience possible 
needs to be considered when designing new 
products and services. 85% of the bank’s ATMs 
have audio functions and all stationery is easy to 
use for everyone.

In 2015, signed video for its hearing impaired 
customers was introduced and the bank is 
working on Beacon Technology which enables 
customers to share accessibility requirements 
directly with branch staff via an app.

It pays to be diverse
With improvements in collection of data and 
reporting, there has been a strong economic case 
to be made for inclusion.

Catalyst, a US firm, analysed the effects of 
females on boards in Fortune 500 companies. 
The findings purported that a more heterogene-
ous boardroom can improve results, lower risk 
and create a more effective corporate culture.

In addition, a recent study from McKinsey & 
Company in 2014 concluded that there is a cor-
relation between the financial performance of 
a company and the extent of gender and ethnic 
diversity in its leadership team. While a link was 
not necessarily suggested, the findings are added 
to a body of evidence saying that more diverse 
leadership teams lead to more success.

The study found that businesses in the top 
25% for gender diversity were 15% more likely 
to have higher than median financial returns. 
This jumped to 35% for the equivalent group 
regarding ethnic diversity. Another way of put-
ting this is that the companies in the lowest quar-
ter for ethnic and gender diversity had financial 
performances that were 25% lower than those 
in the highest quarter.

Embedding diversity in the culture of a bank 
is important. This changes diversity into some-
thing that every member of staff automatically 
subscribes to throughout their working lives.

However, some of those interviewed in the 
report spoke of the danger of diversity being con-
sidered as a high profile event and not something 
that happens everywhere. This runs the risk of it 
being something that an employee individually 
does not have to sign up to every day. The trick 
is to make diversity and inclusion a daily reality, 
not a special one-off occurrence.  <
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What lies in store for the banking sector in 2016?
The retail banking industry is changing faster than ever. As banks continue to get to grips with online and 
digital solutions, new technologies such as biometrics and blockchain reare their heads. However, what will 
take the finance world by storm next year? Some experts in the field give their opinion

ANTHONY DUFFY (DIRECTOR OF RETAIL 
BANKING AT FUJITSU)

In the fast changing world of retail banking, what might custom-
ers of, investors in and commentators on retail banks expect to see 
in 2016? I expect developments to be particularly noticeable in five 
key areas:

2016 is the year where we’ll see an obvious change in the choice of 
bank available to customers. New names are starting to appear, with 
entrants such as Atom and Starling gaining lots of publicity but being 
beaten for customer numbers - at least initially – by “spin-off” banks 
such as Williams & Glyn.  

The emergence of digital-only banks may appeal to the tech-savvy 
who wish to bank remotely using mobile and internet apps. Those 
who want to change banks yet still value the branch will be able to 
find other new entrants which cater for their need. But I suspect that 
all new suppliers will have to work hard to woo customers from 
traditional suppliers, given increased competition being reflected in 
generous (current account switching) offers which are available in 
the market. 

There will be continued growth in new payment methods. I expect 
the use of contactless payments to continue to blossom, driven by 
increasing levels of customer confidence and growing comfort in 
using this payment option. I also expect to see further mobile ‘phone-
based wallets being launched in coming months, in competition to 
Apple Pay. And I expect to see further new entrants targeting pay-
ments, given the high returns that are still to be found here. 

One area in particular to watch is the impending arrival of PSD2, 
which will be formally adopted by the EU Council of Ministers 
shortly. Implementing it over the two year permitted timescale will 
require investment, it will reduce revenue streams and introduce fur-
ther competition – particularly by authorising the use of Application 
Programming Interfaces (APIs) and Account Information Service 
Providers (AISPs). 

With many established retail banks looking to rebuild trust after 
the scandals of recent years, developments which potentially open 
up existing relationships to other organisations will be unpopular 

– while being welcomed by many new competitors already stalking 
the sector.

I also anticipate continued focus around security; I fully expect this 
to remain a hot topic throughout the New Year. 

Recent data breaches have highlighted how vulnerable some organ-
isations are to cyber-crime. The consequences of such breaches can be 
significant for customers and institutions alike – financial loss, repu-
tational damage and an adverse impact on the company share price 
might all be expected. The fact that hackers only have to get lucky 
once, while banks have to remain vigilant and ahead of the criminals 
all of the time, means that this will remain a key area of management 
focus in 2016 (and for years to come).

Finally, expect to hear further talk about when interest rates will 
rise (although it may be 2017 before rises actually occur). Commen-

tators have spoken about the timing of expected interest rate rises for 
some years now; it is clear that the most likely next movement will 
be upwards. While this could be in the final months of 2016, any 
slowing in economic growth could yet push a rise in 2017. But, nev-
ertheless, households will need to ensure that they are fully prepared 
for when the upswing in rates finally arrives.

CHRISTOPH TUTSH (FOUNDER AND CEO OF 
ONPEX)

If one thing is certain in the world of payments, it is that it is fast 
moving and ever changing. This means that predictions are both dif-
ficult but critical. 

As an industry, we are still searching for unifying standards in pay-
ments, in security and in authentication. This means that the pres-
sures and challenges that one company might face will be the same 
for multiple others. 

What we saw in 2015

• Bitcoin/cryptocurrency: At the beginning of 2015 cryptocurren-
cies started moving into the mainstream. It was in the latter half 
of the year that the legal status of bitcoin and other cryptocur-
rencies was confirmed and more and more payments providers 
are accepting cryptocurrency payments; 

• Mobile payments: Mobile commerce is booming. Figures from 
earlier this year suggested a 77.8% growth on mobile commerce 
on 2014. To put this into perspective, retail from desktop com-
puters grew only 2%, according to MyCustomer.com. Mobile 
is now the consumer platform of choice;

• EMV liability shift: 1 October 2015 saw the EMV liability shift 
in the US and this, ironically, was one of the predictions that 
many might not have, if not wrong, certainly mistimed. The 
predicted wave of CNP fraud has yet to materialise and this, is 
largely, because despite the fanfare of publicity, the US wasn’t 
ready for the liability shift. It could be years before the US is 
fully EMV compliant; 

• Fraud prevention: 2015 saw data breaches like never before. 
High profile data breaches, some by hackers others, it would 
seem, by governments, focused the minds of the industry, and 
consumers in general on security and fraud prevention. What 
went from being a something we took for granted in our finan-
cial technology became something that new technology is being 
built around;

• Markets of interest: China and Brazil –  I put focus on China 
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and Brazil this year. China is, of course, a booming market; 
indeed, it is the booming market for payments. Yet, at the other 
side of the world, so are Brazil and the wider Latin America, and 

• The global growth of mobile has democratised e-commerce as 
never before. So, in markets such as China and Brazil, consum-
ers who might not have the resources to access a laptop or Wi-Fi 
certainly have the resources to access 3G and a smartphone – 
putting commerce in the palm of their hands. 

What we can expect in 2016

• Blockchain: As cryptocurrencies were hyped in 2015, 2016 will 
see the growth of blockchain technology to regulate and assure 
cryptocurrencies. More than this, though, the potential of block-
chain to work with other payment methods and currencies is 
significant; 

• Omni-channel conversion: E-commerce and, latterly, mobile 
commerce has made consumers more demanding. And rightly 
so. Part of this means that customers are increasingly demand-
ing to pay on the platform they want, with the payment method 
they want and in the currency they want. In 2016, more and 
more merchants will start to offer omni-channel payments as 
they keep up with demand; 

• Data Security, Identity and Authentication: The fear of data 
breaches means that there is more demand for secure, identity 
based authentication. From ID scanning to biometrics, we will 
see more development and more products coming to market. 
But, will they be able to offer the unobtrusive authentication 
that consumers want?

• Banks vs. Fintech or Banks and Fintech: Just like 2015, next year 
will see a vast increase in fintech companies that are popping out 
of the group. However, the majority of fintech companies see 
banks as old dinosaurs and their aim is to replace them. Howev-
er, fintechs fail to realise that they cannot survive without banks. 

• Fintech faces regulation: As just stated above, fintech start-ups 
are increasing rapidly. The majority are not recognising the mas-
sive regulations that they have to face. Regulation is simply a 
must.

• Go east!: Asia, Australia and New Zealand are fertile grounds 
for fintech and fertile grounds for commerce. I predict great 
things for these regions. 

RALF OHLHAUSEN (BUSINESS DEVELOPMENT 
DIRECTOR OF THE PPRO GROUP)

Mobile Payments
2016 is set to be a defining year for mobile payment providers. It 
looks as though Apple Pay is planning a major European launch in 
2016, an event which could turn the fragmented mobile payment 
world upside down. 

While setting up a unified payment system overnight would be vir-
tually impossible, Apple Pay will endeavour to push this forward, 
especially as its competitor, Google is also pushing for first place in 
the mobile payment space. 

In 2016, we will also see mobile payments become less smartphone-

dependent. Instead, new technologies including smartwatches, brace-
lets and even rings will give us the ability to provide payment options. 

Security
In 2016, tokenisation and biometric authentication will have 
a strong influence on the payment industry. Tokenisation is an 
extremely interesting method of securing credit card data, as the 
credit card numbers are substituted by tokens. While the original 
number is stored securely on a tokenisation server, only the tokens 
are used throughout the payment process. This means that no 
harm can be done if the tokens are stolen, and therefore makes it 
a secure process.

Due to the lack of widespread tokenisation standards, this tech-
nology is still in its infancy, but despite this, I anticipate a shift in 
the market throughout 2016. 

 When it comes to authenticating payment processes, there are 
several new inventions in the pipeline for 2016. The most recently 
used methods include password, PIN, and fingerprint, and these 
all have one thing in common; they are weak so two-factor authen-
tication is increasingly used to improve security. 

User-friendly methods—including, for example, new bio-
metric processes like voice recognition, keystroke detec-
tion, finger vein scanners and pulse recognition — are set 
to become increasingly significant and set to increase both 
security and convenience.

International E-Commerce
Merchants who are looking for e-commerce success will need to cre-
ate an international strategy. Expanding e-commerce activity across 
borders involves more than translating websites and establishing effi-
cient logistics. 

It’s also vital that merchants offer shoppers their preferred local 
payment method. Asia, Eastern Europe and Latin America are cur-
rently the most interesting markets for European online retailers, and 
as card penetration tends to be lower there, it’s important that pro-
viders know their way around alternative payment methods in these 
regions. 

Merchants should consider which markets are particularly suited 
to international strategies and simulate potential market launch mod-
els with partners such as payment service providers.

Regulatory Changes
The first Payment Services Directive (PSD) from 2007 is still in force, 
and defines the rules for payment services within the EU single mar-
ket. It stipulates, for example, that payments must be completed no 
more than one day after a payment order is processed. After a tough 
two-year negotiation period, the EU has now, finally, agreed on a 
second payment services directive (PSD2).

 The proposed revision defines several priorities, one of which 
involves strengthening the security requirements for online payments 
by improving customer authentication in order to combat fraud. 
PSD2 will also provide a legal framework to stimulate competition. 

This framework will facilitate market entry for new providers and 
allow the development of innovative mobile and internet payment 
methods. It will also force banks to grant such providers access to 
their crown jewels: the accounts. 

The European Banking Authority (EBA) is set to develop more 
detailed guidelines and regulatory standards for applying the direc-
tive. 

Although enshrining these in national legislation in all EU coun-
tries will take a further two years, payment industries should begin 
preparing themselves now for implementation and start taking steps 
by 2016.
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Cash on the Retreat
Is the end of cash approaching?  Some countries in Europe are cer-
tainly cutting down on the usage of cash. 

In Sweden for example, it is now almost impossible to use cash to 
pay for bus tickets. Acceptable payment methods include customer 
cards, credit cards, and payments via smartphone apps. 

Even traditional cash-based bakeries no longer exist in Sweden 
and instead, now display signs requesting that customers use cashless 
payment methods for even the smallest amounts. 

The situation in Denmark is similar; there, the government is cur-
rently debating whether or not to release smaller retailers from the 
obligation of having to accept cash as a payment method.

 The decline in cashless payments, however, is currently more of a 
theory among economists. In Germany, for example, around 80% of 
retail sales are still transacted in cash. 

If, however, we look at sales revenue, cash makes up just 53.3%, a 
figure set to drop further in 2016. Cash is on the retreat, and alterna-
tive payment methods are advancing. 

Among the multitude of technologies (like cards, apps, wearables) 
available today, cash is, however, still very high on the list. It’s an 
essential element in the mix and fears that cash is dying out any time 
soon are therefore (as yet) unfounded.

MARC BARACH (CHIEF MARKETING OFFICER AT 
JUMIO)

A few things will happen in 2016: 

1. Cyberattacks will continue to feature in the headlines and 
they will start to have a significant impact on consumer 
confidence in digital commerce. Data breaches will become 
more and more frequent and there will be a concerted effort 
to come up with universal standards to fight them;

2. The shift to mobile platforms will grow as more merchants 
start to optimise browsing and purchasing for mobile, and

3. P2P lenders will become more popular as a way of rais-
ing finance for business and start to challenge in personal 
finance too.

Some things certainly won’t happen:

1. Wearable tech still won’t go mainstream;

2. Facial recognition software won’t be able to deliver on 
promises, and

3. No one will get excited about the iPhone 7.

PHILIP KING (FOUNDER AND CEO OF 
MYPINPAD)

Overall, I would be surprised if there were any major new trends 
in 2016. 

Rather, I expect to see the continuation and consolidation of 
what we saw in 2015:

1. Biometrics: vendors will continue to push their wares 

while they have the chance and banks will adopt almost 
all of them in order to look progressive and stay competi-
tive in the face of the far more nimble ‘challenger’ banks.

2. Regulation: PSD2 will open the doors to ‘money’ manag-
ers. With the ability to centralise every aspect of a person’s 
financial record into a single app, brand new services – for 
the EU market anyway - like instalment payments, instant 
credit, loyalty/reward consolidation and so on will begin 
to replace individual banking apps. 

3. Banks will struggle to keep up: Leading on from this point, 
banks will struggle to keep pace with innovation. Will they 
be able to take on challenger banks? More to the point, 
will they want to?

4. The progress of the “Pays”: GooglePay, ApplePay, PayPal 
and Samsung Pay will continue to ‘disintermediate’ and 
will gain footholds having achieved access to bank account 
information, enabling all sorts of propositions such as up-
selling. 

5. Consolidation: With such a diverse and huge market of 
propositions and solutions, the consolidation of large scale 
and/or strategic domestic operators to produce a number 
of pan-European processors is inevitable. 

6. Identity Assurance: Authentication will continue its decen-
tralisation down to the mobile device, and will slowly be 
seen as an important step in the right direction toward 
proper identity assurance. There will be a proliferation of 
services similar to miiCard. 

7. Software PIN will be implemented representing a major 
threat to hardware manufacturers and a huge opportunity 
for every other ecosystem player and the terminal manu-
facturers if they grasp the need to build alternative busi-
ness models. 

8. There could be a race to be first in market but it will be 
a marathon not a sprint and new use cases will emerge, 
some of which will assist PSD2 compliance. Authentica-
tion will slowly be recognised as key to the ‘glue’ that 
holds all together.

9. Identity and in particular federated identity will continue 
to be debated and sought at length but no single solution 
is possible so it will not emerge but debate will be consist-
ent and building.

10. Privacy Concerns: The vast increase in mobile device func-
tionality naturally involves a vast increase in the require-
ment for identity assurance which has an equal and direct 
negative impact on privacy. The more functionality you 
want, the more of your privacy you have to be willing to 
surrender. 

11. Security: Both handset and mobile application develop-
ment have primarily focused on either aesthetics, and/or 
functionality. The continuing decentralisation of authen-
tication and payment functionality will demand stricter 
standards for security. Regulatory compliance will be far 
behind, but it is coming. <
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WiseSec pushes Bluetooth for m-payments 
and cardless ATM withdrawals
While NFC-enabled payments are taking the market by storm, some areas are yet to adopt them in full 
force. Israeli start-up WiseSec hopes its Bluetooth technology will facilitate widespread adoption of mobile 
payments, which is currently being hampered by the lack of NFC in the region. Robin Arnfield reports

“T
he big issue in mobile payments is 
that NFC technology is still only 
on around 30% of smartphones 
worldwide, but Bluetooth is on all 

smartphones,” says Vadim Maor, WiseSec’s 
CEO.

Yokneam, Israel-based WiseSec, which 
was founded in 2011, has developed Blue-
tooth Low Energy (BLE) based mobile loca-
tion technology which enables consumers 
to carry out NFC-like transactions without 
requiring NFC infrastructure. The privately-
held company says its partners include US 
telecoms carrier AT&T and telecoms indus-
try customer experience software vendor 
Amdocs.

BLE is a protocol that enables Bluetooth 
4.0-based smartphones to communicate with 
in-store BLE-based wireless transmitters 
known as Beacons. 

Mobile location
Because it uses Bluetooth, WiseSec’s sys-
tem isn’t dependent on cellphone networks, 
Wi-Fi links or GPS communications. 

A WiseSec BLE-based beacon senses when 
a customer with a smartphone, with the 
retailer’s mobile app running, has entered 
the store. The beacon locates the customer’s 
smartphone, and, assuming the customer 
has consented, sends promotional messages 
about nearby items in the store to the phone. 

Once the customer is ready to make a pur-
chase, the beacon triggers the launch of the 
customer’s mobile wallet, enabling them to 
make a point-of-sale payment by tapping 
their smartphone against a WiseSec-supplied 
BLE touchpad. 

WiseSec’s technology verifies the custom-
er’s identity, smartphone and location and 
passes this information to their card issuer 
to authenticate the customer’s phone and 
mobile payment app.

Converter
WiseSec has developed a patent-pending 
Bluetooth-to-NFC converter which enables 
consumers to make NFC payments with any 
smartphone on the market, even if it isn’t 
NFC-enabled. 

“We’ve developed a bridge between the 
Bluetooth and the NFC worlds,” says Maor. 

“Our converter is a low-cost, plug-and-play 
device which translates Bluetooth communi-
cations from the customer’s smartphone to 
NFC format.”

Guy Frak, WiseSec’s Executive Vice Presi-
dent, International Business, says the con-
verter works with existing terminal-based 
POS systems or other types of payment ter-
minals such as card readers in public transit 
stations. 
“Metro transit operators want to be able to 

accept mobile payments for tickets, but they 
need to replace their existing card-accepting 
terminals with NFC-enabled terminals,” 
he says. “With our converter, POS termi-
nals and metro transit terminals can accept 
Bluetooth and NFC payments without any 
change to their hardware or software.”

In WiseSec’s business model, merchants 
and banks can either pay a licensing fee per 
WiseSec device, or they can install free Wise-
Sec devices and pay WiseSec a per-transac-
tion fee, Maor says.
“We aim to be a cross-platform alternative 

to Apple Pay, Android Pay and Samsung 
Pay, the drawback of which is that they only 
work on specific makes of smartphone,” says 
Maor. “Another benefit of our mobile pay-
ment system is that it can operate in online 
and offline mode.”

Touchpad
Initially, WiseSec just offered a point-of-sale 
touchpad connecting via cable to a POS ter-
minal’s USB port. It has now developed a 
USB-based Bluetooth dongle which works in 
combination with a WiseSec-supplied wire-
less touchpad to enable mobile payments at 
PC-based POS systems.
“A merchant wanting to accept mobile 

payments can either use the converter or the 
dongle, depending on whether they have a 
PC- or terminal-based POS system,” says 
Maor. “The dongle plugs into a POS system’s 
USB port, but the touchpad is stand-alone, 
as it is wireless, so it doesn’t need to be next 
to the POS device. Both the convertor and 
the dongle behave as a beacon in addition to 

their main payments functionality.”
Maor says the dongle is currently going 

through PCI (Payment Card Industry) certi-
fication.

Apart from plugging in the dongle, mer-
chants don’t have to make any changes to 
their payments acceptance infrastructure, 
and they don’t need to download any soft-
ware, Maor says. 
“The dongle will plug into any make of 

POS system, including closed-loop termi-
nals,” he says. 

When the customer taps their smartphone 
against the touchpad to initiate a pay-
ment, WiseSec obtains their payment card 
data including their card’s Track Two data 
from their issuer. “WiseSec tokenises this 
card data all the way from our server to the 
dongle or convertor,” says Maor. “The user 
can’t access this data as it is protected by our 
system, and trying to hack the server will fail 
because, after tokenisation, the original data 
is deleted and not stored on the server.”

WiseSec encrypts all transaction data in 
transit between the merchant and its server 
using military-grade encryption, and uses an 
additional layer of tokenisation to protect 
data in transit. 

Tokenisation is a security technology 
which replaces actual payment card numbers 
with one-time numbers, so a customer’s real 
card number isn’t visible to a merchant. Only 
the tokenisation service provider can restore 
tokenised numbers to actual card numbers, a 
process known as detokenisation. 

Frak says WiseSec is seeing considerable 
interest in its payments technology from 
banks and payments services providers in 
China, especially in the public transporta-
tion field.
“We will be rolling our mobile payments 

system out at the beginning of 2016 with one 
of the Israeli banks,” says Maor.

Financial communications
Maor says a financial institution can deploy 
WiseSec beacons in its branches to identify 
and communicate with customers’ smart-
phones which run its mobile banking app. 
“By placing our beacons in their branches, 
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banks can offer personalised marketing mes-
sages to their customers,” says Maor. “Also, 
the beacons can alert the staff when custom-
ers enter the branch. For example, if a VIP 
customer comes in, the beacon can send a 
message to the manager to greet the customer 
personally.” 

Cardless ATM access
WiseSec has developed a version of its tech-
nology enabling consumers to withdraw cash 
from ATMs using smartphones.

ATM deployers need to install a WiseSec 
BLE sensor inside their ATM which recog-
nises customers who have downloaded their 
issuer’s cardless ATM withdrawal app. To 
make a withdrawal, the customer taps their 
smartphone on the designated area on the 
ATM – identified with a sticker - enters a PIN 
on their phone and then enters their ATM 
PIN on the ATM’s PIN pad.
“Our location system requires zero distance 

proximity, which means it is triggered when 
the customer’s phone is one centimetre from 
the ATM,” says Frak. “Zero proximity is 
one of the security factors for our ATM tech-
nology. Waiting in line, even second in line, 
won’t activate a request for the customer’s 
PIN.”

Like WiseSec’s mobile payments system, 
its cardless ATM access technology uses 
tokenisation to protect customers’ card data.

Comparison with other cardless ATM 
technologies
Unlike mobile ATM withdrawal systems that 
use QR codes and one-time authentication 
codes, WiseSec’s technology requires mobile 
ATM withdrawals to happen without any 
delay, similar to plastic card ATM withdraw-
als. 
“With QR codes or one-time PINs, custom-

ers may be given several hours to pre-stage 
and complete their transaction, which intro-
duces a security risk,” says Frak. “Another 
advantage of our system is that, whereas QR 
codes and NFC-based ATM withdrawals 
operate only at the transactional level, we 
can leverage Bluetooth to enable two-way 
messaging between customers and their 
issuer. This means that the ATM can trans-
mit promotional messages to the customer’s 
phone.”

WiseSec says its technology enables card-
less ATM withdrawals at considerably less 
cost than upgrading an ATM to accept NFC 
transactions. Installing an NFC reader at an 
ATM can cost an estimated $4,000.

In March 2015, WiseSec signed an agree-
ment with two major Israeli banks to deploy 
its smartphone-based cardless ATM technol-
ogy. “These banks are now using our tech-
nology at their ATMs,” says Maor. “Our 

technology is the only cardless ATM access 
system to have been approved by the Bank of 
Israel,” says Maor. 

The Bank of Israel, the country’s Central 
Bank, acts as a regulatory and approval body 
for the Israeli Ministry of Finance. 
“The Bank of Israel took nearly a year to 

approve WiseSec’s technology, which shows 
how seriously it investigated the system,” 
says Maor. “We’re now working with sev-
eral large banks around the world including 
some Asian banks to launch pilots of our 
cardless ATM technology.”

 The analysts’ opinion
BLE has immense potential for a variety of 
use cases from retail to financial services to 
manufacturing,” says Ben Knieff, a Senior 
Analyst at US-based consultancy Aite Group. 

He says: “Beacons can help connect the 
online and offline worlds in very interesting 
and powerful ways, and, for many use cases, 
particularly consumer applications, BLE 
could be a much better approach than NFC. 
Using BLE dramatically extends the con-
sumer reach as a large portion of the devices 
on the market today support BLE, while far 
fewer support NFC.”
“There’s definitely a lot of interest in using 

the Bluetooth channel for mobile payments,” 
says Christie Christelis, president of Cana-
dian consultancy Technology Strategies 
International. 

He adds: “But, to succeed, WiseSec will 
need to develop relationships with a lot of 
players in the financial services industry. 
Also, eventually the lack of availability of 
NFC-enabled phones will no longer be an 
issue, as all smartphones will come with 

NFC antennas and SIM cards, just as they 
all have cameras today.”

Cardless ATM transactions are an excel-
lent use case for BLE, says Knieff. 
“WiseSec’s technology seems well adapted 

to cardless ATM transactions compared to 
some other efforts that have been put for-
ward in the UK and Japan,” he says. “The 
improved customer convenience and authen-
tication associated with the mobile device 
plus location data can be very secure and 
powerful.”

However, Knieff says that, while there has 
been a big push to use BLE-enabled beacons 
in US retail outlets to identify customers for 
marketing purposes, actual in-store beacon 
deployment has been limited so far. One 
example is Target which in August 2015 
launched a Bluetooth beacon pilot in 50 
stores across the US enabling customers who 
have downloaded the Target iPhone app to 
receive product offers and recommendations 
on their smartphones.

Knieff adds that GPS technology provides 
a lower-cost alternative method to locate and 
identify customers compared to Bluetooth. 
“The advantage of using GPS over Blue-

tooth is that you don’t need to use extra 
hardware,” he says. 

He concludes: “My research has found 
that, with GPS you only have to be accurate 
to around 500 metres about the user’s loca-
tion to prevent fraud. If someone is carry-
ing out a card transaction, for example, and 
their issuer can locate their mobile phone to 
500 to 1,000 metres, they can be fairly con-
fident the transaction is genuine. They can 
also send the customer an SMS message as a 
challenge.” <

The advantages of Bluetooth Low Energy
• Compatible with any iOS- and Android-

based device
• Available on 100 percent of smartphones, 

while NFC technology has limited adoption
• Highly reliable compared to NFC
• Not dependent on cellular or GPS networks
• Completely compatible with existing wire-

less networks

• Offers location-based activities
• Enables an NFC-like experience, without 

needing NFC infrastructure
• Client devices require minimal user 

intervention and minimal battery con-
sumption

• Can be connected to different power sup-
plies.
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“We have only seen about 5-10% of what 
digital banking can actually be”
The final Digital Banking Club debate of 2015, hosted in London, featured panellists from both established 
and challenger banks, as they discussed where digital would take the financial sector and if institutions are 
doing enough to fully realise digital’s potential. Alexander Atkins writes

T
he Digital Banking Club’s final debate 
of the year saw a wide variety of 
answers and opinions to the major 
question that is circulating the finan-

cial world today of ‘How far will digital go?’
A recent report by McKinsey reported that 

only 20 to 40% of customer experience has 
been digitised by retail banks suggesting that 
the established banks still have a long way 
to go in terms of digitisation, and are beg-
ging the question of where the opportunity 
for growth will come from.

Simon Cadbury, Director of Strategy and 
Innovation at Intelligent Environments, was 
quick to agree with the statement that digi-
tal adoption still has a long way to go, stat-
ing that in the last twelve months, only one 
quarter of all current accounts taken out 
have been taken out through digital channels. 
He further stated that 58-62% of people are 
now managing their accounts as an individ-
ual digitally, whilst only 30% of the UK has 
adopted mobile banking.

In terms of the opportunities from digital 
growth he said: “We’ve seen a lot of interest 
in mortgages, in self-serving mortgages, lots 
of interest in areas that have been untouched 
so far, such as vehicle and asset finance, 
insurance and private wealth.”

Digitisation vs being natively digital
As to how this digital disruption would 
change the traditional banks, Alessandro 
Hatami, an advisory board member at 
Advanced Payment Solutions, believed that 
there is going to be a profound change in 
how banks would look in the future because 
of changing customer adoption. 
“Customers feel increasingly comfortable 

in accessing financial services through these 
digital devices and people in this country are 
extremely supportive of digital as a means of 
engaging with banks,” he said. 
“But what must be asked now is if I was to 

build a bank today, would I design it as a tra-
ditional bank but in a digital way or design 
something that’s completely different? What 
a challenger bank can bring to the table is 
addressing customer’s three basic needs 
which are that they need to pay someone, 
they need to borrow something or they have 

too much and want to protect it,” he added.
This comes after Anthony Thomson, 

the co-founder of Atom and Metro Bank, 
released a forecast stating that in two or 
three years, the established players may not 
exist in the same way as we recognise them 
now.

Tom Blomfield, CEO and founder of chal-
lenger digital bank Mondo, was of the same 
opinion. “I totally agree. I think the really 
interesting future of banking is about data 
and identity,” said Blomfield. 
“But I think within that digital space, 

you’ve got talk of digitisation versus being 
natively digital and that’s really important 
because some digitisation of processes only 
means you take one or two steps forward. 
But having to fundamentally rethink what 
banking is and then build from the ground 
upwards - that is the real challenge.”

As to what this new bank should be offer-
ing, Blomfield agreed that simplicity was key: 

“By offering a very simple service that you can 
sign up to quickly, store your money, pay 
people, pay bills, pay friends, that’s all it is.”

The right time for challengers
With new challenger banks appearing more 
often now, the question over timing for new 
entrants was raised. 

Chris Gledhill, CEO and founder of digital 
challenger Secco Bank, thought that the tim-
ing for new challengers to enter the market 
was almost perfect. 
“We’ve got a progressive regulator, we’ve 

got London which is the fintech ground zero 
and we’ve got a load of very good start-up 
technology,” he said. 

But Gledhill was quick to differentiate 
between challengers following traditional 
methods and challengers doing completely 
new things. 

He said: “There are plenty of challenger 
banks but from our point of view they are 
not really challenger banks, they’re like start-
up banks doing the same thing as traditional 
players, just in a more agile way.”

Outgoing head of group innovation at 
Nationwide, Daryl Wilkinson, also believed 
now is an exciting time for challengers. He 
justified the reasons for his setting up Lab12 

Innovation, explaining that current banks 
and challengers had approached him for help. 
“A number of current banks came to us 

asking how they should translate their physi-
cal branches into online and mobile. And a 
few challengers also needed help with scale, 
structure, talking to the regulator and we 
realised there’s a lot of opportunities here,” 
he explained.

From another perspective, digitisation 
cannot be limited to specific sectors of the 
financial industry as Rhys Berry, director of 
collections technology and operations for 
Santander, explained. He stated that the col-
lections industry had experienced little digi-
tal change in the last twenty years and was 
still going through the same processes, trying 
to replace systems that worked well in 1997. 

He added: “The other challenge with col-
lections is regulatory change and how to dig-
itise a process when the regulator is redefin-
ing what that process is, it’s a practical issue.”

The role of branches
The question of what role branches will play 
in the future of banking has been asked fre-
quently and was sure to come up. 

Wilkinson was quick to challenge the idea 
that branches are dead and have no role to 
play any longer. “They serve a purpose, they 
are converting people, and they’re an educa-
tional resource,” he said. 
“So it’s not about should we have them or 

not. You’ve got them, so how can we utilise 
them better and the first thing to do is to stop 
thinking about them as branches,” he added.

Hatami, however, was sceptical that banks 
would see past the bottom line to make the 
transition within branches. 

Hatami said: “It’s about how you build 
transition, because transition requires invest-
ment and a rethinking of the way you do 
business and looking at banks today, do they 
have the appetite to make that transition 
when they are doing alright now?”

The focus on branches also put the spot-
light on the two challenger speakers, Gledhill 
and Blomfield, digital challengers with little 
apparent need for branches.

Blomfield asserted that the majority of 
Mondo’s customers wouldn’t need to access 
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a branch, but for that ‘one in 1,000 custom-
ers who has a cheque from their granny and 
needs somewhere to put it, we have a box 
somewhere that you can put that cheque in’.

Gledhill stated that Secco wouldn’t have a 
physical channel in the traditional sense. “In 
Secco, the customer’s smartphone is essen-
tially their bank,” he said. “They can just as 
easily become an ATM to other customers 
just walking around.”

Asked whether they felt that some sort of 
human contact was needed, Blomfield con-
ceded that there certainly is still a need for it, 
but that it is done in the wrong way. 
“Being able to talk to someone is very 

important but you can provide that without 
a branch. Often you go into branches to talk 
to someone about a specific product and they 
say you can use the phone over there, and 
this is a result of banks being complacent 
because historically they’ve never been chal-
lenged,” he said.

He continued to talk about how most pro-
cesses didn’t need human contact but were 
made complicated through digitising the tra-
ditional processes, such as account opening, 
which he asserted should take thirty seconds 
and could be done not in-branch, but on the 
smartphone. 

Blomfield brought up a useful example 
of Blockbuster versus Netflix. “Blockbust-
er had a huge market share and loads of 
branches and when the internet came along, 
its version of digitising was to post people 
their DVDs. Meanwhile, Netflix came along 

as a truly digital business and took most of 
the market,” he explained.
“It’s figuring out what a branch should be 

there for and what services do our customers 
want and then asking what is that transac-
tion going to look like and how do we get 
there?” said Berry, reiterating the point that 
branches needed to evolve.

Blomfield, continuing on the theme of the 
simplicity a digital bank could offer said: 

“I feel like we’ve only seen 5-10% of what 
digital banking can really be. Right now it’s 
a statement with a list of transactions that’s 
two days out of date on your mobile, but 
that’s not mobile banking, that is your state-
ment on a mobile. There is ten times more we 
can do with data functionality.”

Use of cash and Apple Pay
The debate then turned to whether the big 
banks and challengers could team up to tack-
le this digital future. Whilst Blomfield was 
adamant that a challenger should aim to stay 
away from the reputation associated with 
big banks and ‘turn down the offer’, Hatami 
offered a different view. 

He said: “There’s nothing wrong with a 
big bank buying a start-up. All they are doing 
is adapting their business model and making 
investments in the ideas of the smaller chal-
lengers so that if they succeed then they have 
their beta bank.”

Gledhill did not seem hostile to the idea 
but pointed out the danger of non-banking 
players using challengers as a way of getting 

their foot in the door.
The subject of the role of non-banking 

players in innovating inevitably led to Apple 
Pay and what it has brought to the table. 
Cadbury was quick to state that the stats 
show it still has some way to go. 
“Apple Pay adoption in the US is at 1.6% 

and it’s a great sign of where things are going, 
but it comes back to the issue of cash,” he 
said. 

He added: “Cash still represents 60% of 
transactions in the UK and I suppose the 
thing for the start-ups is that every time a 
customer needs an ATM, they are going to 
incur an ATM fee of whatever amount of 
pence just for a cash withdrawal. 
“We’ve got other banks here such as Bank 

of Ireland or Sainsbury’s Bank and one of 
their biggest revenue streams is their ATM 
network.”

However, Blomfield asserted that, despite 
the continuing high use of cash, Apple Pay 
had begun a process that could lead to digital 
payments, something that would add to the 
strength of digital-only challengers. 
“The main challenge to going cardless is 

that you have to get the merchants to adopt 
it as well as the customer. You need very 
high adoption rates to achieve success and 
I think Apple is one of the few companies in 
the world who can achieve that,” he argued.

Few seemed to doubt that Apple Pay was 
a serious disruptor and that a key strength 
lay in being a non-banker as Hatami argued: 

“The other thing about Apple Pay is that it 
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does not care about financial services. It just 
wants to sell products.”

Regulator: help or hindrance
The debate then moved onto the role of the 
regulator and whether they had been a help 
or a hindrance in digitising banking. 

Blomfield held the view that there had 
definitely been improvements and said: “The 
number of new challengers in this market is 
growing, so there has been some movement. 
I think that they are worried about the pos-
sibility of a new challenger failing on their 
watch but I think we need to accept the pos-
sibility of some new banks failing to really 
push innovation further. 

“Ultimately, the net result will be beneficial 
for customers because you try lots of differ-
ent business models, and while many fail, a 
few succeed.”

Wilkinson agreed with this, and stated he 
believed they were beginning to understand 
their changing role. 
“I think the regulators help in hindering the 

potential for poor business models to emerge 
under their watch that impact innovation in 
a different way. But I think they have recog-
nised that they are hindering and the conver-
sation they need to have now is about how 
they can improve and disseminate their sup-
port better,” he said.

However, Hatami reminded everyone 

what the actual role of the regulator is and 
why they exist. 

He said: “We must not forget that these 
guys are there to protect the financial well-
being of the whole population and if they get 
it wrong, the cost is not just a few pennies, 
you might lose your livelihood, your savings, 
so they have to be very strict.”

Rhys Berry concurred with this, talking 
about how the regulator was going through a 
lot of challenges trying to keep up with such 
a changing industry and, at the same, was 
consistently under pressure to both help and 
protect the industry. 

However, he believed that it will only be 
a matter of time until the regulator can get 

The panellists

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 advi-
sor for Timetric’s retail banking research division. 

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 practised as a solitictor 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.

Rhys Berry, Director of Collections Technology and Operations, 
Santander

Rhys Berry is the Director of Collections Technology & Operations for 
Santander UK. Rhys worked for MBNA Canada before coming to the UK 
in 2000 to join Barclaycard’s international graduate scheme. In 2006, 
he joined Santander’s (then known as Abbey) Retail Risk department 
to support the centralisation of Debt Collections across the retail bank. 

He’s held a number of roles across Risk and Operations and led a pro-
ject to create a new Risk Framework for Santander UK which defined the 
key risks facing the bank, the controls required to mitigate those risks 
and the organisational model and governance to manage them. 

In his current role Rhys is responsible for developing technologies, 
processes and operations for Collections and Recoveries to deliver effec-
tive performance for the bank and customers.

Tom Blomfield, CEO, Mondo
Tom Blomfield is the CEO and co-founder of Mondo, a new smartphone 

bank for the UK. He previously founded GoCardless, the UK’s largest 
direct debit processor, which has gone on to raise $12m from investors 
such as Accel, Balderton and Passion Capital. In 2013, Tom was nominat-
ed one of the top 5 entrepreneurs under 30 by the European Commission. 

Alessandro Hatami, Advisory Board Member, Advanced Payment 
Solutions

Alesandro Hatami is a corporate serial entrepreneur and digital finan-
cial services expert. He has a track record of delivering growth through 
digital at some of the world’s most respected companies in the financial 
services industries. 

Alesandro is the co-founder of The Pacemakers, a company that helps 
large financial services, banking and payments firms go from simply 

thinking digital innovation to implementing it. Alesandro has an exten-
sive background in international general management, product devel-
opment, marketing, business development, sales and strategy, having 
held digital director positions at Lloyds Banking Group. 

Prior to this, Alesandro was director of large merchant services at 
PayPal, where his work led to PayPal becoming the leading alternative 
payment proposition for large UK retailers. Alessandro was a member of 
the judging panel for The Power 50, 2015.

Chris Gledhill, CEO & Co-Founder, Secco Bank
Chris is a technologist, futurist and top global fintech influencer. 

Chris led the disruptive innovation lab at Lloyds Banking Group before 
founding his own challenger bank called Secco. Chris is passionate 
about disruptive innovation and is on a mission to reinvent banking.

Daryl Wilkinson, Co-Founder, Lab12 Innovation Ltd.
Nationwide’s outgoing head of group innovation, Daryl Wilkin-

son leads a team of fintech innovators with skills ranging from social 
anthropology to software engineering, operating out of Nationwide’s 
Innovation Lab within its head office. 

Using creative thinking and innovative techniques, Daryl supports 
stakeholders in finding new and better ways to achieve their strate-
gic outcomes. He leads the Innovation Lab which provides space for 
stakeholders to test, learn iterate and improve customer experiences. 
Daryl joined Nationwide in April 2011, and has previously led teams in 
financial institutions such as RBS, and technology organisations such 
as IBM and AT&T.

Simon Cadbury, Director of Strategy and Innovation, Intelligent 
Environemnt

Simon joined Intelligent Environments in November 2013 as Head 
of Strategy and 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 London in the early stages of their project to enable payment with 
contactless), mobile contactless (LBG, as part of its London 2012 spon-
sorship, worked with Visa and Samsung to deploy handsets capable of 
making contactless payments), Person to Person payments (including 
Paym, the UK Payment’s 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 Halifax Cashback Extra product).  <
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comfortable with business models that fin-
tech start-ups are bringing to the market.

Finally, the question of where digital 
would be in ten years was put to the panel. 
Simon Cadbury believed that the 50s rela-
tionship model of banking where the banker 
knew the customer personally and antici-
pated their needs will be gone but replaced 
in a digital way so that technology will help 
people to understand the vision of what 
one’s needs are, underpinned by the ability 
to make contact digitally. 

He added: “I think people won’t be going 

into branches, it will be fully digital, but I do 
think some form of the human element will 
remain.”

Hatami focused on how data would bring 
the customer and the bank closer together 
so that they would both know much more 
about each other and stated: “I see a future 
where banking is a service that is an exten-
sion of me through whatever means I choose 
at that point in time”

Gledhill concurred on the importance of 
data: “People will start to realise the value 
of their data and they’ll start using banking 

to invest their data. We’ll start to see people 
realising the value of their information.” 
“I think digital will go all the way” asserted 

Blomfield, stating that the process of digitis-
ing would kill the incumbent banks. 

Furthermore, he believed that data would 
be the key to providing a digital relation-
ship with the customer that covered all their 
needs. 
“I think we have only seen about 10% of 

what is possible with data usage,” he said.
Daryl Wilkinson was in partial agreement 

believing that digital would kill the current 
banking model. 
“I think we’ll see some of the incumbent 

banks become utility providers and I think 
some banks are already having the conver-
sation now, asking how do they become a 
utility,” he said. 

Finally, Berry concluded that the banking 
model will change hugely. “Banks will look 
to digitising as a means of reducing costs and 
I think they will have this issue of how they 
leverage digital to reduce their costs versus 
the test of having to reinvent as a proper 
challenger,” he said. 
“As a result banks will have a spate of 

partnering up with small firms to help them 
reinvent themselves whilst at the same time 
pushing a very slow digitising process as a 
means to reduce costs,” he added.

The conclusions differed slightly and the 
opinions throughout the debate varied. 

What did emerge, however, was that digiti-
sation is changing the financial industry and 
the players will have to change with it. As 
for how far digital will actually go, only time 
will tell. <.
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STRATEGY

RBS to dispose of £1.6bn 
of Irish real estate loans 
to Cairn, Lone Star

RBS subsidiary Ulster Bank 
has agreed to sell a £1.63bn 
($2.5bn) portfolio of poorly per-
forming Irish real estate loans 
to Lone Star Funds and home-
builder Cairn Homes.

The sale is part of the bank’s 
strategy plan to bolster its capi-
tal position and reduce higher 
risk exposures. The loans had 
a loss of about £28m in 2014.

Following the completion of 
the deal, Ulster Bank Ireland 
Ltd. and Ulster Bank Ltd. will 
receive nearly £360m in cash at 
current exchange rates, a gain 
of about £245m compared with 
the book value, RBS said in a 
statement.

RBS added that the carrying 
value of the loans was approxi-
mately £115m as of 31 Decem-
ber 2014.

The deal, expected to be com-
pleted this year, will be split 
between the buyers, with Cairn 
contributing €378m ($415m) of 
the cost, according to the Dub-
lin-based Cairn Homes.

STRATEGY

Umpqua Holdings 
launches new 
subsidiary to support 
banking innovation
Umpqua Bank parent Umpqua 
Holdings has set up a new sub-
sidiary for developing and test-
ing new disruptive technologies 
that could significantly affect 
banking experience.

The new venture, dubbed Piv-
otus Ventures, will be based in 
Silicon Valley, California.

Pivotus will use a collabora-
tive model to bring together 
global leaders in areas such as 
financial services, data analytics 
and user design to develop and 
test new platforms.

Umpqua Bank will serve as 
the real-time test environment to 
determine the scalability of the 
new platforms.

Umpqua Holdings president 
and CEO Ray Davis comment-
ed: “Like all industries, banking 

must evolve quickly to adapt to 
changing consumer behaviours 
and technologies. In collabora-
tion with like-minded organisa-
tions, Pivotus will be focused on 
creating new digital models that 
accelerate growth, add accre-
tive revenue and enhance the 
customer experience across all 
channels.
“By bringing together the 

expertise of companies nation-
ally and internationally, Pivo-
tus will be uniquely positioned 
to develop and scale industry-
changing innovation quickly and 
effectively.”

REGULATION

BBVA gets approval to 
open first branch office 
in mainland China
Spanish lender BBVA has 
secured the green light from 
the China Banking Regulatory 
Commission (CBRC) to open a 
branch office in Shanghai.

The new branch office is the 
first one to be launched by BBVA 
in mainland China. Since 2005, 
the bank has been present in the 
city through a representative 
office.

The new office will become 
operational in February, concen-
trating on foreign trade, corpo-
rate finance as well as treasury 
products.

The branch will house 16 spe-
cialists having extensive expe-
rience in the Chinese banking 
industry, led by May Yao.

In addition to the Shanghai 
branch, BBVA operates with five 
branches in Hong Kong, Seoul, 
Taipei, Singapore and Tokyo. It 
also has representative offices in 
Beijing, Mumbai and Sydney.

DIGITAL

Deutsche Bank 
enhances 
online customer 
authentication with 
SWIFT’s 3SKey service
Deutsche Bank’s global trans-
action banking unit has imple-
mented SWIFT’s 3SKey service 
to offer a single token for cus-
tomer authentication on the 
bank’s Autobahn App Market 

that provides direct online 
access to bank-wide services 
in a single location.

The 3SKey service, which 
can be used on any bank-
ing channel, is a multi-bank 
personal identity token that 
makes use of digital signatures 
and strong authentication.

The service enables corpo-
rates to log in to online bank-
ing applications and approve 
financial transactions through 
a single device.

Individual identification 
for online banking till now 
depended on various propri-
etary signature tools for each 
bank, each using their own 
tools and varied authentica-
tion levels.

Deutsche Bank global head 
of global transaction bank-
ing cross-product components 
and regional head of product 
management Americas David 
Watson said: “3SKey is an 
excellent example of SWIFT 
providing collaborative mar-
ket solutions supporting robust 
security standards for confirm-
ing a person’s identity with a 
one bank-agnostic high-securi-
ty device.
“Supporting 3SKey allows 

us to leverage current indus-
try trends and brings tangible 
benefits to our online clients. 
It is therefore a logical next 
step to extend 3SKey beyond 
SWIFT and EBICS France 
to our global Autobahn App 
Market, providing access to 
more than 180 applications 
across Deutsche Bank´s elec-
tronic products and services.”

M&A

First Busey to buy 
Pulaski Financial for 
$210.7m
First Busey, the holding com-
pany for Busey Bank, has 
agreed to acquire Pulaski 
Financial, the holding compa-
ny for Pulaski Bank, National 
Association, in a stock transac-
tion worth about $210.7m.

Pulaski Bank operates with 
thirteen branches in metro-
politan St. Louis, Missouri. 
The bank managed $1.1bn in 

deposits and $1.3bn in loans 
as of 30 September 2015.

Under the terms of the deal, 
Pulaski Bank will be merged 
with and into Busey Bank. 
Pulaski Financial sharehold-
ers will secure 0.79 shares of 
Busey common stock for each 
share of Pulaski common stock.

The deal, subject to regula-
tory and shareholder approv-
als, is scheduled to close in the 
first half of 2016.

First Busey president and 
CEO Van Dukeman said: 

“Pulaski is a highly respected 
banking company in the Mid-
west’s 4th largest MSA. We 
are combining two organisa-
tions with similar values and 
a focus on customer service 
and organic growth. St. Louis’ 
size and density will allow our 
combined organisation great-
er commercial banking and 
wealth management growth 
opportunities.
“In addition, FirsTech, our 

payment processing subsidi-
ary, has a significant hub in St. 
Louis.”

DIGITAL

ANZ Bank NZ unveils 
digital wallet for 
Android users
ANZ Bank NZ is rolling out 
its own digital wallet that 
will allow customers to make 
contactless payments through 
their Android smartphones.

The new goMoney Wallet is 
integrated within the bank’s 
existing mobile banking app, 
ANZ goMoney, allowing pay-
ments to be made in a simi-
lar way as the bank’s existing 
contactless payment cards.

For purchases below NZD80 
($53), goMoney Wallet custom-
ers can tap and go for mak-
ing payments, while purchases 
above NZD80 require custom-
ers to enter a PIN.

The wallet would support 
ANZ Visa debit as well as per-
sonal Visa credit cards.

In addition, the new wallet 
will incorporate the cloud-based 
Host Card Emulation (HCE) 
technology to protect financial 
information of customers. Also, 
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on losing the phone, ANZ can 
remotely switch off the goMon-
ey Wallet service.

DISTRIBUTION

Mobile-only bank 
Number26 expands 
to six new European 
countries
German mobile-only bank 
Number26 has announced 
plans to expand in six new 
European countries, including 
France, Greece, Ireland, Italy, 
Slovakia, and Spain.

The  move  expands  the 
start-up’s footprint to eight 
countries, following its initial 
launch in Germany and Aus-
tria earlier this year.

Commenting on the expan-
sion, Number26 CFO and 
founder  Maximi l ian  Tay -
enthal said: “The markets we 
chose to enter now are perfect 
examples of a bad user expe-
rience and overpriced retail 
banking products. It’s here 
where we start to build the 
first true pan-European bank. 
The problems affecting banks 
in Europe, such as bureau-
cracy, outdated technology 
and inefficient structures, are 
well present in those markets. 
Thus the timing couldn’t be 
better for a digital solution to 
banking.”

T h e  N u m b e r 2 6  b a n k 
account enables individuals to 
open an account in just eight 
minutes through a video chat. 
The account is linked with a 
MasterCard that can be used 
across the globe for making 
purchases or receiving cash at 
ATMs.

The account also incorpo-
rates individual security set-
tings, financial management 
tools as well as push notifica-
tions for every transaction.

M&A

Caixabank to offload 
stakes in Inbursa and 
Bank of East Asia
Spain’s Caixabank has agreed 
to divest stakes in Grupo 
Financiero Inbursa (Inbursa) 
and The Bank of East Asia 

(BEA) to its parent Criteria 
for €2.65bn ($2.8bn) to free 
up capital.

The deal will see the Span-
ish lender selling a 17.24% 
stake in BEA and 9.01% stake 
in Inbursa.

Criteria will pay €642m of 
the deal amount to CaixaBank 
in cash, while the remain-
ing will be paid through the 
delivery of CaixaBank shares 
worth about €2bn.

The transaction will  cut 
down CaixaBank’s capital 
consumption from minority 
stakes to 8.1%. This is less 
than the 10% target the bank 
had earmarked for 2016 end 
as part of its 2015-2018 stra-
tegic plans.

The deal is scheduled to 
close in the first quarter of 
2016.

MOBILE

ING launches mobile 
payments service for 
Dutch customers
Dutch banking major ING 
has added contactless pay-
ments to its Android mobile 
banking  app  fo l lowing  a 
th r ee -month  t r i a l  i n  the 
Netherlands.

T h e  m o b i l e  p a y m e n t s 
application, which is based 
o n  h o s t  c a r d  e m u l a t i o n 
(HCE) protocol, can be used 
to tap-and-pay at more than 
100,000 stores throughout 
the country.

Those customers who have 
an Android smartphone run-
ning Android 4.4 or higher 
wi th  NFC can  download 
the app within a minute and 
activate it with their mobile 
pincode, the bank said in a 
statement.

Laurens Schretlen, manag-
er cards & mobile payments 
at ING Netherlands, said: 

“We continuously try to make 
payments easier for custom-
ers, and this is the next step.”

The bank added that it will 
offer the service free for six 
months, after which it will 
charge 50 cents per month 
for an unlimited number of 
transactions.

DIGITAL

Shanghai Commercial 
Bank selects IBM 
to enhance digital 
banking strategy

Shanghai Commercial Bank 
(SCB) has selected IBM’s behav-
ioural analytics solution to 
improve its digital banking strat-
egy.

The behavioural analytics 
platform, developed by Built by 
IBM and partner ICO Technol-
ogy, is the first such platform 
deployed in Hong Kong.

The platform includes IBM 
InfoSphere Biglnsights, IBM 
DB2, IBM DataStage, IBM Cog-
nos, IBM UNICA, IBM Power 8 
for AIX, and Power 8 for Linux.

The technology will help the 
bank gain a better insight on its 
consumer banking and SME cus-
tomers, which in turn will help 
it create personalised e-banking 
services and marketing cam-
paigns, according to IBM.

The platform will gather 
behavioural data from the 
bank’s internet portal and its 
Facebook fan page, and com-
bine it with the bank’s internal 
transaction data and customers’ 
portfolios. The data will offer 
meaningful insights on customer 
needs which can be utilised by 
the bank to offer personalised 
and automated marketing cam-
paigns using IBM UNICA.

The bank also intends to 
leverage the platform to accu-
mulate behavioural data from 
other social networks includ-
ing WeChat and Taobao in the 
future, the technology vendor 
added.

SCB chief of information 
technology & operations & 
alternate chief executive Burton 
Cheng said: “Giving us an accu-
rate understanding of customers’ 
behaviour and changing needs, 
the integrated data and the new 
insights will help us create per-
sonalised, targeted campaigns, 
and develop tailored offerings to 
satisfy those changing needs of 
our mass affluent or tech savvy 
customers. As a result, we expect 
to build sustained relationships 
with our customers and expand 
our market share year-on-year.”

M&A

Barclays to sell Italian 
retail banking business 
to Mediobanca

British banking major Barclays 
has agreed to sell  its Ital-
ian retail banking operations 
to CheBanca!, part of the 
Mediobanca group.

Under the deal, CheBanca! 
will acquire 89 branches, com-
prising 220,000 clients, resi-
dential mortgage loans worth 
€2.9bn ($3.1bn), and 620 staff.

The transaction is expected 
to increase CheBanca! clients 
by 40% to 770,000, the Italian 
bank said in a statement.

CheBanca! CEO GianLuca 
Sichel said: “With this deal we 
wanted to provide some strong 
impetus to the CheBanca! 
growth plan. Acquisition of 
Barclays’ Italian retail activities 
will enable us to significantly 
enhance our client base while 
maintaining high quality levels, 
and to strengthen our capabili-
ties and multi-channel business 
model which is unique on the 
market in terms of innovation 
and accessibility.”

The deal will see Barclays 
paying €237m to CheBanca! to 
help refinance the loss-making 
Italian business.

Barclays said that the trans-
action will lead to a loss after 
tax of about £200m ($299m) 
that will be booked in the 
fourth quarter of 2015.

Barclays group CEO Jes Sta-
ley said: “This transaction is 
further evidence of the re-shap-
ing of Barclays Group to focus 
on our core businesses. We 
continue to make progress in 
the reduction of Barclays Non-
Core as we target risk weighted 
assets of around £20bn at the 
end of 2017.”

The deal, subject to regula-
tory approval, is scheduled to 
close in the second quarter of 
2016.

The British banking major 
also said that it would continue 
to operate its investment and 
corporate banking businesses 
in Italy, as well as manage the 
remaining retail mortgage port-
folio.
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REGULATION

Bank of Khartoum wins 
license to operate in 
Bahrain

Sudan’s Bank of Khartoum has 
secured a license from the Cen-
tral Bank of Bahrain to open a 
branch in Bahrain.

The license will see the bank 
operating as a wholesale bank 
in Bahrain, in accordance with 
Islamic principles.
“The proposed branch is 

expected to contribute in 
strengthening its relationship 
with the Gulf Region. It is tar-
geted to engage with existing 
and potential investors; special 
focus will be given to Financial 
Institutions (local and interna-
tional), Corporate Customers 
and High Networth Individu-
als will be dealt selectively,” the 
Bahrain central bank said in a 
statement.

Bank of Khartoum is the first 
Sudanese lender to be granted 
an Islamic wholesale banking 
branch license in Bahrain, with 
the Bahrain unit being Bank of 
Khartoum’s first branch out-
side Sudan.

Central Bank of Bahrain 
director of licensing and policy 
Ahmed Al-Bassam said: “We 
welcome the Bank of Khar-
toums (BOK) decis ion to 
choose Bahrain as a hub for 
reaching the Middle East Mar-
ket, which is a diversified finan-
cial centre in the region and 
its presence in the region will 
undoubtedly reflect positively 
on the Bank’s international cor-
respondence.”

Bank of Khartoum, set up in 
1913, has Dubai Islamic Bank 
as the primary shareholder with 
a 28% stake. Other sharehold-
ers include the Islamic Develop-
ment Bank Jeddah, Abu Dhabi 
Islamic Bank, Sharjah Islamic 
Bank, United Arab Emirates, 
Etisalat along with other local 
and regional investors.

STRATEGY

NAB formally decides 
to spin-off UK business
National Australia Bank (NAB) 
has formally announced plans 

to proceed with the flotation 
of its loss-making UK bank-
ing operations Clydesdale and 
Yorkshire banks.

Clydesdale and Yorkshire, 
acquired by NAB in 1987 and 
1990 respectively, have been 
adversely affecting NAB’s prof-
itability for years.

T h e  A u s t r a l i a n  b a n k -
ing group said that it would 
demerge 75% of the UK sub-
sidiary to shareholders and 
float the remaining 25% per 
cent in London in February 
2016.
“The proposed demerger and 

IPO remain subject to a range 
of matters, including various 
court and regulatory approvals 
and NAB shareholder approv-
al,” the Australian lender said 
in a statement.

The latest move forms part 
of NAB’s strategy to focus on 
more profitable core businesses. 
Under this strategy, the bank 
has earlier floated its regional 
US unit, Great Western Ban-
corp.

STRATEGY

Lloyds Banking Group 
to slash 945 jobs
Lloyds Banking Group has 
announced plans to axe about 
945 jobs as part of a restruc-
turing plan that aims to slash a 
total of 9,000 jobs.

The move will affect the 
bank’s employees working in 
the bank’s retail, commercial 
banking and consumer finance 
divisions, as well as in back 
office divisions.

The UK’s largest retail bank 
in a statement said: “The 
group’s policy is always to use 
natural turnover and to rede-
ploy people wherever possible 
to retain their expertise and 
knowledge within the group.
“Where it is necessary for 

employees to leave the compa-
ny, it will look to achieve this 
by offering voluntary redun-
dancy. Compulsory redundan-
cies will always be a last resort.”

The bank also said that it has 
consulted its recognised unions 
before making the move, and 
will continue to consult them.

SECURITY

BankDhofar deploys 
double security system 
for card users

Omani lender BankDhofar 
has deployed a new double 
security system to facilitate 
activation of cards for cus-
tomers travelling abroad.

The move makes BankD-
hofar the first lender in the 
country to launch this type of 
additional security measure.

C u s t o m e r s  t r a v e l l i n g 
abroad would now have to 
act ivate their  debit  cards 
through either contacting the 
call centre, mobile banking or 
internet banking.

Moreover, the bank has also 
deployed security and fraud 
monitoring systems designed 
to help identify and prevent 
fraud in real-time.

BankDhofar head of card 
centre Ali Taqi said: “To add 
more security, our debit cards 
have been blocked for use 
abroad. The aim is to prevent 
fraud attempts for travelling 
customers and it comes in 
line with our efforts to add 
multiple layers of security 
measures. Additionally, all 
BankDhofar branches across 
the Sultanate are issuing new 
EMV chip-based cards.
“The new cards allow cus-

tomers to do banking trans-
actions smoothly and with 
extra security measures to 
min imise  card  f raud r i sk 
or scams while using ATM, 
CDM and POS machines . 
The new technology features 
payment instruments with 
embedded microprocessor 
chips that store and protect 
cardholder data.”

REGULATION

Digital-only bank 
Tandem receives UK 
banking license
Tandem, a digital-only retail 
bank founded by Ricky Knox 
and Matt Coope, has been 
granted a banking license by 
the Bank of England.

The banking start-up, which 
has  a l ready ra i sed  about 

£100m ($149m) in funding, 
will now begin developing 
its technology platform and 
meeting capital needs.

The digital bank will offer 
current accounts, credit cards 
savings ,  as  wel l  as  loans 
through mobile apps and its 
website, while being backed 
up by a call centre.

Knox commented: “For too 
long, traditional banks have 
made money at their custom-
ers’ expense - for example by 
letting them borrow long term 
on credit cards, or not advis-
ing them to move money into 
newer savings products carry-
ing higher interest rates.
“We want to build a bank 

that challenges this model by 
putting our customers’ inter-
ests first and by working in 
Tandem with them as their 
partner in money. It means 
we can be a bank that truly 
champions its customers, and 
we plan to prove it at every 
point.”

M&A

FIS wraps up SunGard 
acquisition
FIS, a provider of banking 
and payments  technology 
solutions, has completed the 
acquisition of financial soft-
ware firm SunGard.

The cash and stock deal, 
agreed to in August 2015, 
valued SunGard at $9.1bn, 
including the assumption of 
SunGard debt.

The combined entity will 
operate with a workforce of 
over 55,000, offering tech-
nology solutions and services 
covering retail and institu-
tional (or wholesale) banking, 
payments, risk management, 
asset solutions and insurance.

The combined company will 
have $9.3bn in revenue on a 
pro-forma basis.

As part of the deal, FIS will 
repay SunGard’s existing debt 
excluding SunGard’s senior 
notes that will be redeemed 
on 1 December 2015.

Commenting on the deal, 
FIS president and CEO Gary 
Norcross said: “This acquisi-
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tion creates one of the broad-
est sets of technology assets 
and market expertise in the 
industry, and allows FIS to 
present new opportunities to 
our existing client base as well 
as to financial services mar-
kets that we have not histori-
cally served.”

M&A

RBS to sell Russian 
subsidiary to Expobank
British banking giant Royal 
Bank of Scotland Group (RBS) 
has agreed to offload its Rus-
sian banking operations to 
local lender Expobank for an 
undisclosed sum.

RBS purchased the Russia 
subsidiary as part of its acqui-
sition of ABN Amro in 2007. 
As of 1 November, the RBS 
business managed RUB28bn 
($404m) in assets.

The acquisition deal is sched-
uled to close in the second 
quarter of 2016, subject to 
regulatory approval.

Expobank, a mid-sized Rus-
sian lender, is owned by private 
investors including billionaire 
Igor Kim who purchased the 
lender from Barclays in 2011.

A c c o r d i n g  t o  i n d u s t r y 
website Banki.ru, Expobank 
currently comprises net assets 
of RUB63bn.

MOBILE

Absa, MTN collaborate 
on mobile banking
South African lender Absa has 
partnered with MTN to offer 
the subscribers of the telecom 
operator free access to its 
mobile and internet banking 
facilities.

MTN customers will get free 
access via Absa’s smartphone 
banking application and via its 
mobile website at absa.mobi.

Absa and MTN have also tied 
up with Huawei to pre-load the 
Absa app on all Huawei Y560 
smartphones, which is an entry 
level LTE smartphone exclusive 
to MTN.

Plans are on to eventually 
preload the app on other smart-
phones later on.

Absa chief  executive of 
customer channels and dis-
tribution Marius de la Rey 
said: “This is a joint initiative 
between MTN, Huawei and 
Absa, which demonstrates how 
the bank is providing value to 
its customers by helping them 
to access affordable mobile 
and digital banking. Consum-
ers will now be able to migrate 
to the exciting world of smart-
phones and, with our pre-load-
ed banking application; they 
can bank anywhere and at any 
time - for free.”

STRATEGY

Maybank partners 
with China UMS to tap 
Chinese card payments 
market
Malaysian lender Maybank 
has inked a memorandum of 
understanding (MoU) with 
China UnionPay Merchant 
Services (China UMS) to tap 
into China’s card payments 
market.

The deal, which marks a first 
between a Malaysian bank 
and China UMS, is expected 
to improve Maybank’s cash 
management business in China.

The alliance will help the 
bank offer its clients a range 
of payment solutions such as 
point of sales (POS) machines, 
online payment solutions, 
ATM solutions as well as other 
professional services.

After the bank’s collabora-
tion with China UMS, the 
transactions carried out by 
clients through the bank’s 
regional cash management 
system Maybank2E-Regional 
Cash are projected to rise by 
100% by the end of 2016. 
These transactions increased 
by 75% in 2015.

Customers of the bank can 
also access preferential rates 
by China UMS on signing up 
for its POS terminals or online 
payment gateway to allow 
card payments by purchasers 
of their products.

These customers can access 
speedier collection of card 
payment proceeds, which will 
be credited directly into their 

Maybank accounts following 
clearing by China UMS.

In addition, the partnership 
will also facilitate the bank’s 
existing corporate customers 
involved in China’s retail busi-
ness including automotive dis-
tributors, food and beverage 
outlets, departmental stores 
and hotels.

Maybank CEO, Greater 
China, Datuk Cheong Kwee 
Heng said: “Apart from deep-
ening our POS business, this 
strategic partnership is also 
beneficial for both parties to 
jointly explore new markets 
and enhance our service and 
product offerings by leveraging 
on the strengths and resources 
of each other.
“For Maybank, this is a sig-

nificant and strategic step in 
reaching out to the promising 
China market.”

REGULATION

European Commission 
approves Greece’s 
€2.72bn aid to Piraeus 
Bank
The European Commission 
has approved Greek govern-
ment’s additional aid of €2.72bn 
($2.9bn) to Piraeus Bank after 
European Central Bank stress 
tests identified capital gaps in 
the bank.

The stress tests showed that 
the Greek lender had capital 
needs of €4.93bn, of which the 
bank has raised €1.94bn from 
private investors while super-
visors have granted additional 
capital actions of €271m.

The remaining capital worth 
€2.72bn will be provided by the 
government, which will secure 
the amount from the euro zone 
bailout fund.

The government aid, approved 
on the basis of the bank’s amend-
ed restructuring plan, is in line 
with EU state aid rules, the 
European Commission said in a 
statement.

Commenting on the move, 
EU commissioner in charge of 
competition policy Margrethe 
Vestager said: “I welcome that 
Piraeus Bank has covered a sig-
nificant part of its capital needs 

from private investors. This is a 
sign of market confidence. The 
additional public support and 
further implementation of its 
restructuring plan should enable 
the bank to return to long-term 
viability and continue support-
ing the recovery of the Greek 
economy.”

DISTRIBUTION

LeumiTech commences 
operation in London
LeumiTech, a wholly owned 
subsidiary of Leumi Group, 
has expanded its global pres-
ence by launching its London 
operation.

LeumiTech offers a range of 
services such as working capi-
tal, acquisition and bridging 
finance to various clients from 
start-ups to established tech-
nology firms.

In addition, it also provides 
letters of credit and guaran-
tees, currency and interest rate 
hedging, deposits as well as an 
online banking facility.

The new London branch 
will be managed by Shalhevet 
Mandler, who will also lead 
the UK Israeli desk.
“As one of the leading 

finance providers in the hi-
tech sector, it is obvious that 
we need to be in London. We 
will be working with our sister 
offices in the US and Israel to 
continue promoting the financ-
ing and development of the 
hi-tech industry in Israel and 
around the world,” Mandler 
said.

LeumiTech CEO Yifat Oron 
added: “Already dozens of 
Israeli tech firms have opened 
up offices in the city, and Leu-
miTech is perfectly positioned 
to help them. We know the 
Israeli tech sector like the back 
of our hands, and Bank Leumi 
has been operating in London 
for more than a century.
“I have no doubt that our 

new London LeumiTech 
operation will be of great 
help both to Israeli tech 
companies that seek to oper-
ate in Europe and European 
tech companies doing busi-
ness with Israel.” <
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Banking should take inspiration 
from mainstream retail
By Peter Sieyes, Associate VP, Digital Integration Services at Infosys

T
here’s a lot about how Nordstrom, the 
US-based luxury retailer, operates that is 
impressive and which can be applied glob-
ally. In particular, how the company set 

out to transform itself for a digital age a decade 
ago. An astute business might have scrutinised its 
closest competitors before trying to improve upon 
the business models that made them so successful.

Nordstrom wanted more than that.
The company studied best-in-class enterprises 

from other industries and sectors. The end result: 
a company that implements its strategies so 
they’re aligned with the modern, digital consumer. 

Nordstrom did more than just build a good 
website. Nordstrom made sure its staff were 
armed with mobile devices, allowing them to 
leverage the mobility and resourcefulness of cus-
tomers passing through bricks-and-mortar stores. 
Gone are the days of searching the stock room 
for a different size or colour — now they have 
all the answers to customer queries in the palm 
of their hands.

Nordstrom needed to tackle some complex 
technological hurdles — online, on mobile and 
in store — to make its modern customer experi-
ence possible. 

Platforms needed streamlining, apps needed 
perfecting and software needed developing. But 
all of the apps and the platforms and the channels 
in the world would amount to nothing for Nord-
strom if it didn’t focus on one thing: its customers.

The same holds true for those in the banking 
sector: new products and features mean little to 
consumers if banks refuse to be agile and respon-
sive to their customers needs and the way they 
want to interact with the bank.

The banking industry tends to be inward look-
ing, where the culture of change is initially looked 
upon with some suspicion. For many organisa-
tions, it took a while to introduce trading hours 
outside the established banking norm. The idea of 
branches being open at weekends or late into the 
evening is still a relatively new one. Doing any-
thing outside your industry’s established comfort 
zone is both brave and unnerving.

However, customer-centric decisions are no-
brainers for the retail sector. They have to be 
responsive to their customers to maintain their 
competitive advantage. If they’re unsure of mak-
ing any change, they’ll analyse mountains of 
consumer data they’ve gathered to make a more 
informed decision.

Banks, too, are blessed by similarly rich con-
sumer data. Yet, strangely enough, banks — even 

large ones — aren’t using that data as well as they 
could. Banks, it appears, are paralysed by the 
thought of changing course and becoming more 
responsive to the needs of a digital marketplace. 
This cannot continue. Banks need to look to the 
retail goods sector for inspiration, particularly as 
the world’s most stellar retailers – like grocery 
giants Tesco and Sainsbury’s – are now competing 
with the retail banking sector head-on.

 Retailers know that customers are more in 
control than ever, and they will do whatever it 
takes to make the customer happy.

There are clear differences between banks and 
retailers. Banks must secure payments in ways 
that don’t even come into view by customers. 
Although core baking systems aren’t as agile or 
flexible to synchronise online or mobile systems, 
they still need to change.

Banks stand to lose credibility if they continue 
to force out-dated transactional options on newly 
empowered customers. They need to enable trans-
actions whenever and wherever the customer 
chooses to be. 

The in-house banks at Tesco and Sainsbury’s 
allow you to bank while at the grocery store – 
leveraging the longer times the store is open - or 
at home on your tablet. Their grocery chains are 
better at anticipating the banking needs of cus-
tomers than banks themselves. 

And that’s not because banks aren’t capable 
of doing so: while financial services have many 
complex regulations and operational challenges 
to deal with, so do retailers. And they thrive 
because they’re more customer-centric than other 
industries.

In truth, all sales can be a journey. Retailers 
understand this incredibly well. Journeys can 
begin at a store or a website and finish some-
where else. 

That’s because customers looking for the right 
product expect that anything they put in their 
online trolley is also available in a regular store, 
should they decide to take a shopping trip. That’s 
the power of agility in today’s digital markets: 
constant availability. And that’s the agility that 
banks need to adapt to.

Precisely how banks adapt their business mod-
els and processes to be more agile is a further 
discussion, but one that the industry needs to 
undertake quickly if it is to adapt successfully 
to a changing clientele and defend its position 
from a growing number of new, challenger banks 
not encumbered by the legacy practices of the 
industry. <
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