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75k to deposit?  Why are you not 
switching? Come back next week

A 
77-year-old close relative set out 
last week to open two new bank 
accounts. 

He had nothing ambitious in 
mind. He knew that he wanted to use a bank 
branch and open the account in person and 
deposit up to £75,000 in each of two new 
accounts.

I warned him about KYC and AML 
requirements and told him the bank would 
have to verify his identity.

He was well prepped. He left for the cen-
tre of town complete with passport, driving 
licence, utility bills, and a wad of recent let-
ters from his solicitor to show the source of 
funds: the result of downsizing from a lar-
geish house in the Borders to a flat near the 
city centre. If anything, he had an overkill of 
documents.

I also warned him what to expect in terms 
of the onboarding process and that he would 
be asked about what other financial prod-
ucts he held and where.

He had no expectation of a great inter-
est rate - he was interested only in customer 
service. He receives the occasional modest 
cheque to deposit – book royalties from a 
publisher – and is of an age where he prob-
ably enjoys the occasional visit to the bank. 

I mentioned that banks were firmly com-
mitted to ‘customer centricity’ and that effi-
cient service could probably be a given.

He did ask for some suggestions on where 
he might ‘pop in to just open an account’.

RBS was a non-runner as he has most of 
his other financial products with them and 
was near the £75,000 limit. 

Yes I know, I know, but it is ingrained in 
people of a certain age that they ought not 
to have more than £75,000 with any bank.

So I suggested Bank of Scotland. In his 
councillor days, the council used BoS and 
he’d never had an issue with them.

For a second, I mentioned TSB as I had 
never had an issue with them as a customer 
and there is a large branch in town. 

Other suggestions included Nationwide, 
as I knew the branch was close to his old 
office. He thought he might also try Barclays, 
as their new branch looked ‘quite nice’.

He reported back later that day and asked 
‘Why do some of these banks make it so 
hard? No wonder branches are closing’. 

Though ageing, this retired minister is not 
prone to exaggerate and I do not doubt the 
accuracy of what he reported. He also still 

has all his marbles.
Nationwide was his first port of call and 

was a breeze. 
‘In and out; friendly; efficient; all sorted; 

no daft questions - sorted in no time at all. 
Ten out of ten.”

Next, he tried TSB. “We can see you today 
if you are switching your current account.” 

“No. I just want to deposit £75,000.” 
Would you come back a week on Friday was 
the reply. 

He was not prepared to wait over a week 
just to see someone so wandered along to 
Barclays. Two queues and half an hour later, 
he was directed to a chap who started to go 
through the switching process.

He just wanted to open a deposit account.
“Why are you not switching. RBS? Your 

current account is with RBS? ‘If you are not 
switching, oh, go back to the service desk 
and make an appointment for next week. 
How much are you depositing?”

Dismissive of the sum, the reply was: 
“There is no appointment available in the 
next week for just a deposit account. If you 
would let me explain about what we can 
offer, we can see you today and help you 
switch? And can we demonstrate mobile 
banking to you today?”

Next up: Bank of Scotland. After a lengthy 
wait to see the ‘right person’, he was told 
that he would need to sit through a presenta-
tion. It would ‘only take 45 minutes’.

That would help him to understand the 
aims, values and services of the bank and 
help with deciding which products he would 
take. And she cheerfully added, all questions 
would be answered about how to switch. 

En route home, having managed only a 1 
in 4 success rate, he stopped off at his local 
Bank of Scotland branch, walkable from his 
flat. He gave the ‘wee branch a shot’. No 
video. No mention of switching. No hard 
sales pitch. 

“As good as Nationwide.” So he managed 
a two out of five success rate in the end.

Perhaps some banks might like to bear in 
mind that not every new customer wants a 
lecture on switching, or to be shown how 
easy it is to use mobile banking or be left feel-
ing that if they only have £75,000 to deposit, 
they can come back a week on Friday.

Douglas Blakey
Douglas.Blakey@retailbankerinternational.com
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CMA: Take a bow
So we know now what we get for £5m and two years’ worth of work from the Competition and Markets 
Authority. Its final report is measured, proportionate and effective; furthermore the outcomes are 
deliverable argues Douglas Blakey

T
he CMA’s report states that the estab-
lished banks do not have to work hard 
enough to retain and win customers, 
and it is too hard for newer, smaller 

banks to grow.
Fair comment. 
A number of proposals arise from the 

investigation, designed to help consumers 
and SMEs get a better deal.

You could almost hear the sigh of relief 
from the big banks that the CMA avoided 
the danger of doing anything too silly.

The report conclusions are best summed 
up by Anthony Duffy, director of retail bank-
ing in the UK and Ireland at Fujitsu. 

He says: “The Competition and Markets 
Authority’s findings are designed to encour-
age competition and switching in the retail 
banking market.

“It is further evidence of the interest that 
regulators continue to have in the working of 
the UK’s financial services industry.”

One of the most significant changes is the 
opening of banking data through an Open 
Banking Programme.

John Smith, MD at EMEA, Fiserv sums 
up the potential for open APIs to accelerate 
competition in the sector, speed-up the revo-
lution of mobile banking and change custom-
ers lives for the better.

“Open APIs could enable banks to offer 
simple and complex services, normally 
offered in high-street branches or online, 
through mobile apps. 

“The opening of information will also 
allow customers to compare deals and shop 
around for better offers. 

“The analysis made possible via this shared 
data has the potential to guide the generation 
of new technologies, services and functional-
ity in the financial services as it has in other 
industries.”

Reaction to the report is far from univer-
sally positive, however.

Daoud Fakhri, principal analyst for retail 
banking at Verdict Financial, sums up the 
views of many commentators, arguing: 
“Given the widespread consumer indiffer-
ence to switching since the service launched, 
the incremental improvements that have been 
proposed by the CMA are highly unlikely to 

have any noticeable impact on switching 
rates.”

Mark Mullen, chief executive of challenger 
Atom Bank, criticises the way in which the 
CMA has told banks to police changes. 

He says: “It’s like trusting a pyromaniac 
with the security for a fireworks party. It 
means that new banks like Atom will have 
little direct say in shaping the future.”

At Metro Bank, CEO Craig Donaldson 
adds: “We are astonished that the CMA’s 
findings do not attempt to level the playing 
field for new entrants and challenger banks, 
by recommending that the PRA looks into 
disproportionate capital requirements. 

“Disproportionate capital requirements 
are anti-competitive and unduly support the 
large incumbent banks by allowing them to 
hold up to 10 times less capital for the same 
loans than challenger banks.

“The CMA was given a rare opportunity 
to support and develop competition in bank-
ing, it is disappointing that they decided not 
to get at the root of the problem, but rather 
tinkered around the edges.”

The Guardian was fairly typical of the con-
sumer press: “Weak and disappointing from 
a toothless watchdog.”

It argues it was ‘questionable whether the 
CMA measures will be enough, not only to 
increase competition but also to ensure banks 
deliver a better service for their customers’.

The CMA arguably goes too far in hailing 
its open banking proposals as revolutionary 
– an evolution, yes, but a new app is hardly 
revolutionary.

Critics have suggested that banks may 
struggle to deliver this given problems with 
their proprietary systems.

As the banks have performed the switching 
service pretty well across the sector, sorting 
out the proposed app ought to be deliverable.

The CMA also proposes that banks will 
have to publish core indicators of service 
quality based on customers’ willingness to 
recommend their bank to friends, family or 
colleagues. 

This will be of passing interest, though 
a major surprise if the pecking order in the 
early days does not result in Metro Bank, 
first direct and Nationwide in that order, 

with TSB and Halifax vying for a top five 
slot.

Expect Handelsbanken to score highly in 
the SME sector, with the Cooperative Bank, 
despite its troubles, also scoring particularly 
well.

For some critics, the concept of major 
banks making a profit and paying a dividend 
is an alien concept.

The perennially loss-making Guardian 
used to bang on about excessive bank profits, 
and become positively hostile if banks dared 
to report double-digit returns on shareholder 
capital every year. 

Unless one is looking towards Canada, 
growing shareholder dividends and decent 
returns on capital seem to come from anoth-
er banking era.

Nor is there merit in suggesting, as some 
do, that low levels of switching are by defini-
tion an automatic cause for concern.

One or two of the digital startups may yet 
break the mould and become major players.

The jury is out, when one considers that 
one of the best-publicised and well-fund-
ed startups has been up and running for 
months, but has not quite managed to launch 
an Android app. 

Another startup gave it a go for a bit, and 
then cashed in when a major French player 
dangled a cheque before you could say ‘take 
the money and run’.

There was no merit to UK PLC in the cur-
rent climate in the CMA battering the big 
five banks, and it has wisely resisted that 
temptation.

Professor Alistair Milne – a leading finan-
cial economics expert specialising in technol-
ogy and innovation, and rather more clued-
up on banking than some of the bank-bash-
ing consumer press commentators – argues 
that critics of the CMA are missing a trick.

Milne says the CMA has got it right.
“The CMA investigation is not just anoth-

er stitch up by the banking industry. Instead 
it offers a first real opportunity for change,” 
he explains.

“Properly followed up, the CMA recom-
mendations can be the start of a technologi-
cal revolution, leading to an era of open and 
competitive banking that benefits us all.”<
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Prioritise loyalty in the face of CMA’s switching plan
Response to the CMA’s long-awaited inquiry has been a mixed bag, writes Christopher Evans, e-commerce 
director at Collinson Group. Some see it as a missed opportunity to break up the dominance of the big four, 
which hold 77% of the nation’s personal current accounts and 85% of business accounts

I
s there a need for a major upheaval of 
the UK retail banking?

Take current switching rates: only 
3% of personal and 4% of SMEs 

switched to another provider in the past year.
Objectively speaking, it would appear a bit 

of a reach for the CMA watchdog to have 
recommended such a radical restructuring of 
the sector. The low switching rates are worth 
exploring further, though. Either they suggest 
that people are happy with the service they 
receive, or – perhaps more likely – they are 
apathetic or hesitant to do anything about it. 

The CMA’s big idea for more market fluid-
ity is to create an open banking mobile app, 
that will give people easily accessible infor-
mation about the best accounts, rates and 
charges available. The thinking is that the 
app could emulate the success of price-com-
parison sites in motivating people to switch. 

According to Ofgem, 1.8 million people 
switched electricity provider between Janu-
ary and May this year. Figures from the 
Current Account Switching Service show 
that only 483,000 changed their main bank 
account over the same period. 

Years of dismay at high energy charges and 
being duped by tariff changes seem to have 
finally hit home, with customers voting with 
their feet. For banking this has not happened 
on a large scale yet, but disruptors and regu-
lators are keen to change the status quo.

 If comparison apps combined with a fric-
tionless switching experience were delivered, 
banks could quickly find themselves under 
more scrutiny from their customers. In 
today’s current climate of low interest rates, 
many accounts seem to offer broadly the 
same perks. Perhaps that is why a third of 
Britons have been with their bank for more 
than 20 years.

So let us assume that the CMA’s recom-
mendations will be put into practice. What 
should banks be doing right now to ensure 
that they are prepared for the launch of open 
banking in 2018?

It is likely that when the public see the 
whole market at the tap of a screen, the simi-
larities on offer will blend together. Aside 
from some attractive incentives to new join-
ers, people might conclude that there is little 

difference between what they have, and what 
they stand to gain from switching.

Banks now need to move away from 
promoting the objective specifics of their 
accounts, and instead work to engage cus-
tomers emotionally. Providing an excellent 
service, and going above and beyond to cater 
to individual customer needs – in branch and 
across all channels  – will set them apart. 

Following the financial crisis, banks are on 
their way to repairing their reputation with 
their customers. In our global research into 
the top 10%-15% of earners, we found 53% 
trust their bank to act in their best interests, 
and 48% agree they receive a high level of 
personal service. 

Building a proposition that focuses on trust 
and personal service will endear customers 
further to a banking brand, and encourage 
word-of-mouth referrals. The CMA propos-
als could make banking behave more like 
utilities, and you only need to look at the 
anecdotal tales about the varying quality of 
broadband or pay TV services to understand 
how essential it is to champion the customer. 

Double down on mobile
The core tenet of the CMA’s report is a 
mobile app. There is simply no escaping that 
mobile is now the de facto platform of choice 
for today’s consumer.

With the smartphone market reaching sat-
uration point, there is no excuse not to invest 
in developing a feature rich banking experi-
ence. This includes everything from checking 
statements, money transfer, bill payments, 
depositing cheques, opening accounts, and 
providing real-time customer service. 

Banks also need to move quickly to comply 
with the upcoming CMA mandate to notify 
customers when they might be charged such 
as going into their overdraft. This should be 
hardwired into the mobile experience as soon 
as possible, to highlight how banks have their 
customer’s best interests at heart. 

Turning to our research again, we see that 
81% now use apps to manage their finances, 
and almost two-thirds (63%) agreed they 
made digital payments whenever possible. 
The fact that 46% of respondents would 
consider a branchless digital bank if they 

were to switch in future is the loudest, clear-
est signal yet that change is coming. 

Effective banking loyalty programmes are 
few and far between. This is because retail 
banks could not compete with the clout of 
credit card providers supercharged by inter-
change fees. Now that those fees are capped, 
the playing field is starting to level. Banks 
still have to consider how flexible models can 
help them fund their programmes, though. 

One simple idea is to end free banking. 
Packaged accounts are becoming more pop-
ular, and if we pay for something then our 
expectation of a service becomes higher. We 
then compare options carefully, and banks 
in turn will need to offer something of genu-
ine value in order to attract our custom. By 
paying for current accounts, banks will work 
harder to get to know and retain customers.  

Using customer data insight, they could 
reward customers with targeted offers based 
on spending. For example, a bank could 
notice if parents had just been on holiday with 
their kids – thanks to hotel and hire car bills, 
and foreign exchange charges – and offer a 
discounted spa weekend on their return.

Given two-thirds of customers expect to be 
rewarded for staying with their bank, build-
ing a loyalty and engagement programme 
ahead of the CMA recommendations com-
ing into force makes sound business sense.

Once customers are more engaged, banks 
can then begin to cross-sell other services 
such as savings and loans, and added-value 
benefits such as health and travel insurance. 
This creates bank-wide loyalty, and helps 
cement the customer relationship for years 
to come. 

One of the key proposals from the CMA 
centres around banks publishing trustwor-
thy and objective information on quality of 
service on their websites and in branches. By 
being transparent about packaged accounts, 
and refocusing on mobile and customer 
engagement, banks will be well prepared to 
meet the watchdog’s demands.

Whichever side you come down on regard-
ing the report, it represents a fantastic oppor-
tunity for banks to evolve their proposi-
tions, and deliver a differentiated customer  
experience. <
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B Bank: The future of banking?
Launched in April, B Bank already seems to have the potential to punch above its weight. Powered by 
Clydesdale and Yorkshire Banks and backed by CYBG’s first ever UK-wide marketing campaign, the new 
digital banking sub-brand has big plans and ambitions. Jessica Longley reports

R
egular updates to its app, service and 
product improvements, innovative 
use of biometrics and partnerships 
with some of the UK’s best-known 

and loved brands are just part of the new B 
Bank blueprint.

At first glance, B Bank could be mistaken 
for a copycat of a typical fintech company 
trying to compete with big institutional 
banks by offering digital banking services 
to consumers. Indeed, B Bank offers con-
ventional banking services such as current 
accounts and savings accounts via the digi-
tal medium of a tablet or compatible smart-
phone (the new iPhone SE included). 

However, take a closer look and delve 
into the inspiration that brought B Bank to 
life, and one finds several perks that make 
it stand out from the crowd. Opening a B 
account means customers are equipped with 
clever tools to help budget their money more 
effectively, as well as having access to Clydes-
dale and Yorkshire Banks’ branch network.

Helen Page, chief marketing officer at 
Clydesdale and Yorkshire Banks, tells RBI: 

“As we were developing B Bank, inspiration 
was taken from brands that were dynamic, 
customer-focused and active on social media. 
These brands included the likes of Uber, 
Google, Airbnb and Apple.”

She adds that the core message B Bank 
wants to bring to attention is that it ‘does not 
look like a bank, feel like a bank or sound 
like a bank’.

She says: “B Bank was built on what custom-
ers had told us they wanted as opposed to what 
[B Bank] thought [it] could build for them. B 
Bank aims to be more visionary and offer the 
best customer service through its intuitive app 
that shouldn’t require a lot of thinking.”

B Bank’s innovative app is available to 
all eligible UK residents, offers competi-
tive interest rates, ensures that funds can be 
transferred within 20 seconds and is con-
nected to a dedicated 24/7 call centre.

To help the consumer budget and save 
more efficiently, it tags the consumer’s 
spending into different categories to give 
a clear picture of how and where the con-
sumer spends. The app also allows consum-
ers to open as many ‘saving pots’ as they 

like, each with a different target amount. To 
ensure the consumer does not lose track of 
spending, the B app can send alerts when 
customers are running low on money and, if 
the ‘sweeps’ feature is activated, money can 
be transferred from a savings account to a 
linked current account automatically.

To make sure customer data is secure, B 
has two-factor authentication with a PIN 
code or a touch code on the device, followed 
by a six-digit PIN code on the app, which 
will become touch ID in the future.

The app does not stop there. With hun-
dreds of prompts in the system, the B app 
will also show a different tip, insight or story 
with each login. 

The £2 fee conundrum
One of B Bank’s drawbacks is the £2 monthly 
fee it currently asks its customers to pay after 

a grace period of 12 months of free services. 
Page reveals that the fee is currently under 
review and a decision on whether to imple-
ment it or not will be made before the end of 
the 12-month period. 
“We are genuinely reviewing the fee and 

we will take a decision shortly. What may be 
better for us is that as opposed to charging 
the £2 monthly fee, we would want to build 
more in-app purchases and in-app benefits 
for the customers,” Page explains.
“So, right now we might decide that we 

won’t charge the £2 fee. I would like to load 
a lot more onto B before we start charging 
the £2 fee.”  

She says that B Bank would hope to have 
an in-app menu offering products tailored 
specifically to each customer according to 
age, profession, whether they drive, and 
where they travel. Customers would be able 

Helen Page, Clydesdale and Yorkshire Banks
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to pick and choose a service on a one-off 
basis for a short period.
“I don’t like the idea of locking a customer 

in for long periods of time.
“The response to the fee has not been nega-

tive, so far but there is a possibility that the 
fee is a blocker to opening an account.
“However, having taken feedback from our 

customers, we know that they are willing 
to pay between £2 and £5 for B’s services,” 
adds Page.

Soon after, the £2 fee was removed for the 
service. 

Mobile parity in view
Currently, the tablet is richer in functionality 
than the smartphone service. The m-banking 
offer currently lacks the following features 
that are only available on the tablet:
• You cannot set up and track budgets on 

the mobile; 
• You cannot set up saving pots on the 

mobile;
• You cannot see a breakdown of your 

spend by tags on the mobile, and
• Financial stories and panels are not pop-

ping up on the mobile.
“This is the rich functionality of B that 

we put on the tablet first, because the user 
interface is bigger and easier to use. It is the 
first time anyone has done that. Although we 
knew we had to blow up mobile parity, we 
didn’t want to wait before launching B.”

Mobile parity, to be able to do exactly the 
same thing on both the tablet and the phone, 
will hopefully be in place in September, Page 
comments, as mobile parity is the ‘top thing 
that customers told us they want from B’. 
“To be able to bank completely remotely 

and to take additional products: that is the 
future of us,” Page assures.
“B itself is built on its own platform. Of 

course, it can be serviced through the branch-
es that we do have, or any future branches 
we open, but it is not linked to any branch 
expansion strategy.”

Who is B Bank tailored for?
To answer this question simply: all of us. 
According to Page, B Bank is attracting 
broad market segments because managing 
money is something that everyone relates to.
“B Bank is perfect for everyone, as it gives 

them the capabilities and functionalities that 
they need to efficiently and easily manage 
their money.”

She says that although millennials are not 
B Bank’s only target audience, they are an 
important segment due to the lack of millen-
nials present in their current customer base: 

“The plan was deliberately designed to attract 
a younger and more affluent target audience 
without detracting from our existing custom-

ers who are also transitioning onto B.
“We have seen in the numbers that B Bank 

is succeeding in attracting a younger audi-
ence.”

Page reveals that B Bank is now looking 
‘to go big with students’, and is currently 
building a campaign targeting them more 
specifically that is expected to launch at the 
end of August or beginning of September. 

She says: “The last two years have showed 
that students demand, need and want excite-
ment and change. At B Bank, we are looking 
at the digital relationship we can have with 
them, trying to engage them early and actu-
ally getting them to use the app so they can 
see the benefits of it.”

Page believes B Bank would be perfect for 
students as they are the ones that need the 
most help and guidance in managing their 
money, the majority of them being on tight 
budgets and money-conscious.

Furthermore, the ‘funky user interface’ 
and easy functionality of the app attracts 
students by making payments and transac-
tions both easy and quick.
“B Bank is exactly what students are happy 

to engage with. They enjoy managing their 
money in a way they hadn’t done before.”

Page discloses that B Bank, having asked 
10,000 customers – including students – 
what they wanted from a bank, found: “It is 
not financial offers that tend to be the main 
attraction for [students], but rather other 
perks. 
“The focus group found tagging very useful 

as it helped them to see quickly where their 
money was going.
“Also, the predictive capabilities of B 

Bank are excellent, letting consumers know 
for example, they will have no money by 
Wednesday if they continue spending like 
this.”

One thing that might make students recon-
sider opening an account with B Bank is the 
lack of large 0% overdrafts available, as 
offered by many of the big banks.

Already thinking about the future
B Bank plans to roll out new features every 
month in the form of free upgrades. Page 
explains that the B app is built in a way that 
allows new features to be dropped in regu-
larly and easily. 
“There are improvements to the app hap-

pening behind the scenes all the time. As a 
user, you wouldn’t be able to see these, but 
you would experience a better feel of the app.
“For the user, this actually just becomes 

something that you are used to seeing. 
There’s an update, you click on the update, it 
refreshes and you’ve got new features.”

New features and online products are to 
be expected this August, with improvements 

in functionality and capability.
Page explains that B Bank is getting cus-

tomers’ feedback and responding to what 
they are telling B accordingly.
“We are, for example, making improve-

ments to tagging. You will also be able to 
apply for joint accounts at point of purchase 
online in a couple of months’ time. You can 
only do it over the phone or in branch right 
now.
“Overdraft applications will also be made 

available on the app soon.”
Apple Pay and the synchronisation of the 

B app with the Apple Watch having been 
announced in mid-August, future develop-
ments expected include:

• Mobile cheque deposits (by taking a pic-
ture of the cheque);

• A ‘find a branch’ service;
• The chance to link the B app to other 

financial accounts from banks other than 
Yorkshire or Clydesdale Banks;

• Partnerships with other brands. B under-
stands that its customers want to hold 
multiple bank accounts with other brands 
and are looking to potentially partner with 
some of these brands. “We are looking at 
other brands that [consumers] are really 
keen on using to see if we can link with 
those;”

• The possibility to personalise the B Bank 
card – B  pages can already be personal-
ised, and

• Biometrics including Touch ID to enter the 
app securely.

The response to B Bank
To promote B Bank, Clydesdale and York-
shire Banks have promoted it through social 
media, sending large volumes of emails to 
existing clients, and have also launched a 
national UK-wide TV campaign, the first of 
its kind for the bank.

With branches predominantly located in 
Scotland and the North of England, CYBG 
is aiming to grow its customer base in other 
parts of the UK via the B sub-brand.

 “We’ve had a huge response from [the TV 
campaign] in terms of visits to the website. 
We seem to have captured the imagination 
of customers through the brand.”

Page concludes: “Social media has played, 
and continues to play, a huge role for us. 
We will continue to push content via social 
media as it gives us a two-way conversation 
with the customer.
“The response on social media has been 

tremendous. We have pushed quite a bit of 
content out and have had huge volumes of 
people come to the site to investigate B. 
“So far, we are really excited about the 

hugely positive reaction we’ve had from cus-
tomers.”<
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The bright African future

Barclays has been busy. A new app and online banking portal, ChatBanking launches on Twitter and 
Facebook, as well as increased investment in its innovation hub – and all in the first half of the year. As 
Ashley Veasey explains to Douglas Blakey, it has been a pretty hectic 2016 so far at Barclays Africa 

“B
anks that think out of the ordi-
nary will survive,” Ashley Veasey, 
group chief information officer 
and chief digital officer, Barclays 

Africa, tells RBI.
Veasey, a 20-year veteran of global tech-

nology leadership experience in retail, invest-
ment and banking, joined Barclays in August 
2014 from Standard Chartered, where he 
served as CIO.

Barclays Africa has set itself ambitious 
challenges: its priorities are to regain its 
market-leading position in South Africa and 
drive the build-out of the bank across the 
continent.

Specifically, it is focused on achieving a 
top-three revenue position in its five key mar-

kets: Botswana, Ghana, Kenya, South Africa 
and Zambia.

To hit its targets, it is crucial that Barclays’ 
African digital transformation strategy, 
overseen by Veasey, pays off. He could not 
be more upbeat about the bank’s prospects 
while acknowledging that challenges remain.
“We are proud to be building the future of 

the bank and revitalising our digital chan-
nels such as our new app and online banking 
offering, as well the launch of ChatBanking 
on Twitter and Facebook.
“As technology advances and customers 

become better connected, we bring banking 
to where our customers are; the result is to 
make our customers’ lives easier and help 
them to prosper.”

While it is a little premature to assess the 
bank’s most recent digital investment, early 
signs are encouraging. The new mobile bank 
app was developed ahead of target and has 
been well received.  

Veasey believes the launch of ChatBank-
ing demonstrates perfectly the bank’s com-
mitment to delight its customers and offer 
a secure and smooth customer experience 
from start to finish on their favourite social 
media platform. He is at pains to stress the 
secure angle.
“We must experiment, as banks that experi-

ment and do it fast will prosper, but we must 
experiment in a secure way – we are a bank 
and we must not forget that.
“In any assessment of the bank’s priorities 

and challenges, from a technology and digi-
tal perspective, despite the constant need to 
innovate, the number one priority has to be 
stability. 
“Our customers need stable systems that 

work first time.”
The launch of a new website, a new app, 

ChatBanking, opening up the bank’s sys-
tems via the creation of APIs, and support 
for developers as well as investment in digital 
accelerator programmes do not, says Veasey, 
preclude an ongoing commitment to invest-
ment in Barclays’ branch network.
“Branches are still very big for our cus-

tomers and we will continue to invest in the 
physical channel.
“A zero-branch model will not work. In 

Africa, the branch is increasingly becoming 
the heart of the community, and people still 
enjoy visiting the branch.
“We are repurposing the branch to ensure 

that they offer a community service and 
deliver more than just basic banking needs.”

World first for Barclays Africa with Facebook 
Messanger ChatBanking

The Facebook offering kicked off by Barclays in 
July follows the successful rollout on Twitter in 
the first quarter.

Ashley Veasey explains that customers can 
log on to the bank website, select settings and 
then opt for Manage ChatBanking and add a 
profile by following the prompts.

“Customers are the able to use Facebook Mes-
senger to view balances on their transactional 
accounts, buy airtime or prepaid electricity, get 
mini-statements or make payments to existing 
payees that they have paid before.

 “Our customers already use Facebook for 
their daily dose of global news, to share pho-
tos with friends and family and even solve their 
business issues.

“The service, a world first from Absa, allows 
customers to do their ‘liking’ and banking in the 
same space,” says Veasey. <Terms and conditions apply  Authorised Financial Services Provider  Registered Credit Provider Reg No NCRCP7

Do it your way. Prosper.

ChatBanking for 
Facebook Messenger

A world 
banking first

Our new digital offering is made for humans, admired by bots. Now you can 
bank where you want, how you want over the latest platforms, including:
 
• Our updated banking app.
• Our new look website.
• And, through ChatBanking for Messenger and Twitter.
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Veasey says that the disruptors – for exam-
ple, telcos and fintechs – are forcing banks 
to rethink how they operate, but there is a 
positive result: it ensures that banks have to 
adapt and respond more quickly than before.

Rather than be fearful of the potential 
threat posed by fintech startups, the Barclays 
strategy is to embrace the challenge.

The bank’s successful accelerator pro-
grammes in London and New York have 
now been augmented by a launch in Cape 
Town to support its African operations.

In July, 10 firms showcased their services 
in the bank’s first African accelerator pro-
gramme, supported by Techstars and hosted 
by Barclays’ Rise innovation hub, following 
13 weeks of mentorship.

The programme represents ‘quite serious 
investment’ says Veasey. Ultimately, Barclays 
Africa and its customers will, he believes, be 
the beneficiaries.

As for the bank’s traditional competitors, 
he says: “A lot of banks are talking a good 
game when it comes to putting the customer 

at the heart of everything that they do, but 
I am not particularly concerned about the 
other banks in Africa.
“The future is very bright for us and for our 

customers in Africa”, he concludes.
His positive outlook is undimmed by the 

bank’s parent group in the UK’s plans to dis-
pose of its African unit.
“The relationship with Barclays PLC has 

been incredibly beneficial for both organisa-
tions, but from a technology perspective we 
will continue to be on the leading edge.” <

Strong first half but outlook challenging
Barclays has had a presence in Africa since 
1925, and kicked off 2016 with a 62.3% stake in 
Barclays Africa Group, comprising interests in 
South Africa, Kenya, Botswana, Ghana, Zambia, 
Mauritius, Mozambique, Seychelles, Uganda and 
Tanzania.

In March, Barclays announced plans to retreat 
from Africa in order to raise cash, lighten its cap-
ital burden and shrink globally.

Barclays gave itself two to three years to cut 
its stake to less than 20%, but said that it may 
retain a minority stake.

The divestment kicked off in May with the sale 
of a 12% stake in the African unit for around 
ZAR13bn ($600m) reducing the parent group’s 
stake to just over 50%.

Presenting the bank’s first-half results on 
29 July, Barclays Africa CEO Maria Ramos said: 

“While there are still some unanswered questions 
regarding the future shareholding, my message 
remains clear: our destiny is firmly in our own 
hands and I am determined that we deliver on 
our strategy with an unrelenting focus on driv-
ing our Africa business forward.”

Barclays Africa’s first-half highlights included:

• Headline earnings grew by 7%;

• Revenue from Rest of Africa (outside South 
Africa) rose to 23% of total revenue, within 
the bank’s target range of 205-25%;

• The group maintained top-three status by 
revenue in four of its five largest markets: 
South Africa, Ghana, Zambia and Botswana;

• The group’s cost/income ratio reduced to 
53.4%, against a target of ‘low 50s’, and

• Retail banking customer numbers grew 1% 
to 8.9m, while affluent and private banking 
customer numbers grew by 9%.

Looking ahead, the market remains challeng-
ing and volatile with signs of the bank’s balance 
sheet slowing and expectation of low-to-mid-
single-digit loan growth.

While the bank’s retail and business banking 
unit cost/income ratio improved by five percent-
age points, it remains high at 68%.

Also on the downside, credit impairments 
increased significantly in the first half while 
non-performing loans increased for the first 
time in many years. <
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n BARCLAYS AFRICA HEADLINE EARNINGS BY 
SEGMENT H1 2016

Retail Banking
South Africa 45%

Business Banking
South Africa 14%

Wealth, Investment
 & Insurance 9%

Corporate & Investment
Banking Rest of Africa 13%

Retail & Business
Banking Rest of Africa 6%

Corporate & Investment
Banking South Africa 13%

Source: Barclays

n PERFORMANCE: BARCLAYS AFRICA H1 2016

H1 2016 (ZARm) H1 2015 (ZARm) Change (%)

Net interest income 21,093 18,463 14

Non-interest income 15,415 13,960 10

Total income 36,508 32,423 13

Impairment losses 5,197 3,550 46

Headline earnings 7,252 6,755 7

Source: Barclays
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L
aunched by the Hungary-based OTP 
Group in 2015, Touch Bank is a dig-
ital-only banking offering targeted at 
the mass affluent segment, particularly 

young professionals.
Services include deposits, loans, conveni-

ent top-ups, transfers, credit lines, payments 
and more. All of this is capable through a 
smartphone, website or via email.

While its existence is limited to just over 
a year, Touch Bank seems to have made an 
impression. Having already garnered 80,000 
customers and over €50m ($56m) in deposits, 
the future looks bright as people are engag-
ing with the solution.

Approximately 60% of Touch Bank cus-
tomers are active (three or more transactions 
a month). In addition, the average transac-
tion value of Touch Bank customers is just 
over €30.

Speaking exclusively to RBI, CEO Andrei 
Kozliar states that he is ‘fairly pleased’ with 
progress so far.

He says: “The project started from scratch. 
Basically, we had to build all of the processes 
from zero, so that was a big challenge. We 
did that in 12 months.
“The overall results have exceeded expecta-

tions in some places with some underachiev-
ing because of global economic factors and 
geopolitical issues.
“Generally speaking, we are very pleased. 

We have 80,000 customers to date and we’ve 
attracted over €50m in deposits and extend-
ed credit lines of just over €30m.”

Despite the early encouragement, there 
have been some setbacks, particularly 
regarding customer acquisition.

Kozliar explains: “We were targeting 
200,000 customers by the end of this year. 

We will be coming under target in terms of 
customers as we are targeting the mass afflu-
ent audience. That is a shrinking segment in 
Russia because of the economy shrinking. It 
is not growing as originally expected.
“If you look at customer behaviour, it 

exceeds expectations with regards to the 
number of transactions per month, average 
transaction value and average deposit rate. 
This has exceeded expectation by around 
30%.

“You can’t say that we are very disap-
pointed because we’re compensating for the 
lower customer level with better usage of our 
products. This means that the customers like 
what they get.”

While digital-only offerings are becom-
ing more prominent globally, customers are 
largely hesitant to sign up. This is different 
in Russia.
“The Russian market is somewhat ahead of 

the rest of Europe in terms of the digitalisa-
tion of banking. If you look at the landscape, 
we’ve had purely digital banking players for 
a few years.
“The customer base is more adventur-

ous and already more accepting of this new 
behaviour of accessing products and services 
online; it doesn’t scare them,” says Kozliar.
“In terms of the attractiveness in general, 

when we were building the bank, we did 
quite extensive research of our potential 
client base to understand their needs and 
invested quite heavily in technology to be 
able to provide flexibility for our customers. 
It’s quite successful so far and has been work-
ing for our customer base. We’re unique and 
we’re proud of that.”

If Touch Bank is to expand its reach, 
changes may need to be made. An engaging 

proposition for the mass affluent may not 
be attractive to other segments. However, to 
combat its below-expected customer acquisi-
tion, other segments need to be brought in.

Kozliar explains: “Like with anything, a 
product is not for everyone. There are dif-
ferent expectations, and some flexibility that 
may be advantageous for one client sector 
might be complicated for the mass segment.
“Generally what we do, instead of saying 

we know better than the customers, we talk 
to the customers and find out the troubles 
they are facing and what would make them 
switch their primary relationship.
“We can work on that and if we already 

have that feature, fantastic. That’s less work 
for us and faster access to the market.”

Expanding its target segment is one thing, 
but expanding to other countries is another 
prospect altogether. Luckily for Touch Bank, 
the lack of a physical presence could make 
the process easier.

Kozliar concludes: “We selected Russia for 
a few reasons. It is a large market, OTP was 
already present and it we were interested to 
see how they would take digital.
“From that point on, once we fine-tune eve-

rything, we will be ready to move onto other 
markets.
“Our proposition is very competitive and 

in many ways unique, not only for Russia. 
We believe we can have a competitive advan-
tage in other markets. We can use this digital 
banking strategy in other markets where it is 
highly costly to enter the market with a clas-
sic branch model.
“This is a more flexible and cost-effective 

model. It would make sense for us to con-
centrate on markets where we are already 
present. We are growing dynamically.”<

Within Touching distance of success

A branchless bank would have been unusual 20 years ago, but with pressure on margins and developments 
in digital technology, it now seems ridiculous to ignore digital-only options. One of the latest offerings, 
the Russia-based Touch Bank, recently celebrated its first birthday; Patrick Brusnahan talks with its CEO
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W
hen Google Glass was introduced in 
2012, it was touted as a technological 
leap into the future. Four years later, 
the product is still struggling to take 

off. Numerous theories have been developed as 
to why this product – which seemed so promis-
ing at first – failed.

Some theorised that the gadget was too far 
ahead of its time, while others thought Goog-
le failed to offer consumers a strong value 
proposition. Regardless of the reason, this dent 
in Google’s near-spotless track record is a great 
lesson in how the pursuit of providing a good 
customer experience can very easily miss the 
mark and turn into an unnecessary arms race.

The banking industry is in danger of falling 
into that very trap – as institutions have been 
repeatedly told that they are lagging behind 
other sectors in terms of technology, they could 
be susceptible to mistakes such as knee-jerk 
decisions and attempts to remedy situations 
when there is not a problem.

Alice Fok – customer franchise director and 
2016 winner of the Customer Experience in 
Financial Services Leadership award – shares 
how banks can avoid these missteps.

Fok thinks it is important to start with infor-
mation on customers: “We call them insights 

– and these can be qualitative data from research 
or social media or quantitative in nature such as 
transactional data.”

Whether the data gathered accurately reflects 
actual customer preferences depends on how it 
is interpreted, she says. “Transactional data is 
pretty accurate, while social media data can 
sometimes be skewed – so we have to take it 
with a pinch of salt,” she explains.

Fok adds that customers in Singapore are 
well-travelled and have high expectations 
because of their exposure.
“They expect you to know what they want, 

when they want it, who they are and how they 
want it to be delivered,” she elaborates.

So, she believes that a one-size-fits-all propo-
sition simply will not work – which is why per-
sonalisation plays a key role in engaging and 
retaining customers.
“In order for all our channels to line up so that 

customers enjoy a consistent experience, we’ve 
got to have a culture of customer-centricity,” 
says Fok. She adds that the culture needs to be 

built from the top and cascaded down to all 
employees.
“In order to make banking simple and easy, 

you have to have an innovative mindset to keep 
thinking about simplifying their lives and sub-
sequently ours as well,” she explains.

Fok believes that the ability to see through 
the whole customer experience may be limited 
if the focus is solely on the product.
“But if we look at it holistically as a unit, we 

may realise that two different products are try-
ing to achieve the same thing,” she says, empha-
sising the importance of aligning the entire 
organisation to adopt a single culture.

Fok is also a firm proponent of including eve-
ryone in innovation: “There’s only one person 
at the top and if you’re going to wait for orders 
from there, it won’t be enough.”

She shares that when new hires join the bank, 
the vision of creating a remarkable experience 
for customers is shared with them.

Marketing is also an important component 
in Fok’s idea of customer-centricity: “When we 
create a product or feature, we need to com-
municate it to our customers.”

She adds that marketing is not really about 
advertising these days. “When we tell custom-
ers that we want to deliver value and a good 
experience, we make sure we do,” she says, 
explaining that her marketing team will even 
test the features and undergo the experience 
themselves to make sure that they are con-
vinced before they market it.

Following that, Fok says the next step is to 
determine the channel through which to deliver 
the product or feature. “Digital is always essen-
tial, but it has to be user-friendly and intuitive 

– which is why by the time a customer calls, it’s 
probably something complex,” she explains.

This is also the reason why the bank’s train-
ing team ensures that the frontline staff are able 
to handle complex situations. “I can’t prescribe 
a script for everyone – but when individuals 
take the initiative to provide a good experience 
to our customers, it’s a culture.”

Tracking initiatives undertaken to improve 
customer-centricity is integral to ensure that the 
organisation is on the right path.
“Once we launch a product or a feature, we 

track customers’ response based on their trans-
action experience,” Fok says, adding that the 

team tracks both compliments and complaints 
– whether through social media, call centre or 
branches.
“Net promoter score and reduction in com-

plaints are the basic key performance indica-
tors we use to make sure that we’re on the right 
track,” she continues.
“Many of our initiatives are related to one 

another, they’re not just things that are good to 
have – they are to drive an agenda and to ensure 
that customers have a remarkable experience 
when banking with us.”

In the scramble to be the first to launch a 
product or a feature, banks may sometimes 
rush the introduction before they are fully ready. 
This may cause customers to lose confidence 
in the bank or may even take a long time to 
remedy, which is why Fok believes that creat-
ing good customer experience is a long-term 
commitment: “It’s easy to impress a customer, 
but it’s even easier to damage the relationship – 
once that happens, it’s very difficult to rebuild.”
“As the business owner of a product, you 

have a natural inclination to want to be the first 
in the market,” Fok says, adding that guiding 
principles may sometimes be sidelined for a 
while just to be the first.

She believes that there is good reason for 
wanting to be the first to market sometimes, but 
that it could hurt the business in the long run.
“But once you look at things from the cus-

tomer’s perspective, you’ll realise that being the 
first is not the most important thing – delivering 
relevant offers to the right target audience to 
meet their needs and providing a good experi-
ence are essential too,” she adds.

While banks have started conversations 
about innovation, many are mindful about not 
being carried away and Fok cautions the same: 

“Everyone’s jumping on the fintech bandwagon, 
but is it relevant to what customers need?”

She adds that diving into it is great so as to 
keep an eye out for the latest developments to 
enhance the user experience.
“But ultimately, the focus should still be on 

customer needs and not what we think is excit-
ing to have,” she concludes.
“Developing good customer experience or a 

culture of innovation requires the right mindset. 
It cannot be built in a day – it’s something you 
cultivate over the years.” <

Good customer experience – going 
beyond the bells and whistles
Customer franchise director at Citibank Singapore and 2016 winner of the Customer Experience in Financial 
Services Leadership award Alice Fok reveals that it takes more than gadgets and technology to impress 
customers. Xiou Ann Lim finds out more about what leaves customers gobsmacked
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Branching out: Adopting a twin-track 
approach to digital banking 
Digital technology’s revolution of retail banking is well documented. Consumers have enthusiastically 
adopted online services, mobile banking and digital payments, but have branches been left behind in the 
rush? Ashish Gupta, president, UK and global banking and financial markets, BT Global Services, writes

B
ranch transactions are declining, 
and more than 600 bank branches 
have closed across Britain over the 
past year, according to a recent BBC 

report. And most of those that remain look 
and feel pretty much as they did 20 years ago.

Like other retailers in the British high 
street, banks need to provide a better bricks-
and-mortar experience for their customers.

There are plenty of digital possibilities 
available, such as proximity technology that 
identifies customers when they enter the 
branch, self-service kiosks, interactive win-
dow displays and mobile tools so staff can 
look after customers on the spot.

Barclays began its digital transformation 
more than three years ago, introducing free 
Wi-Fi into 1,600 branches. Customers can 
now combine digital services with human 
assistance, and employees equipped with 
iPads can serve people anywhere in the 
branch.

Wi-Fi is accelerating the takeup of Barclays’ 
digital services by enabling branch staff to 
give tuition to customers on how to use apps. 
It also draws in casual visitors, who might be 
encouraged to switch to a Barclays account. 

Digital transformation can improve the 
customer experience, reduce operating costs 
and free up employees to be more productive.

So what is stopping more banks from tak-
ing their branch network down the digital 
route? After all, CIOs appreciate the urgency.

In recent BT research into the Digital 
CIO, we found that every single CIO who 
responded saw the digitisation of business 
as a personal priority. And there is no doubt 
that boardroom colleagues expect the CIO 
to be a strategic and creative leader for the 
digital age. 

The CIO’s plate is already full
The trouble is that CIOs have too much on 
their plate. They are so busy making sure 
that all the lights stay on, that old legacy 
systems continue to perform and that online 
channels deliver, that they have no time and 
no headspace for digitising branches.

It is a universal problem. Close to two-
thirds (61%) of senior IT decision makers 
feel that the CIO is spending more time 

maintaining current IT systems than search-
ing for new solutions.

While that is down from 2014, when the 
figure was 74%, it is not enough to free up 
the CIO to focus on digital possibilities for 
the future. 

In order to address the problems of legacy 
technology while creating the right infra-
structure for the digital future, retail banking 
CIOs need to rebalance their IT estate.

A practical approach is to move towards 
a dual operational model that allows the 
winding down of legacy systems, alongside a 
strategic cloud platform to host all new and 
future digital solutions.

In other words, keep separate the new and 
the old. Only migrate to the cloud those leg-
acy systems that will be essential to a digital 
future. 

Already, one-quarter of banking spend 
on technology takes places outside the IT 
department.

It is only a matter of time before the bank 
has a mishmash of autonomous digital solu-

tions that must be properly secured and 
managed. This task will be much easier if all 
digital products and services sit on the same 
cloud platform, in a ‘cloud of clouds’.

Such a strategy will also demonstrate that 
the bank has the right security and compli-
ance measures in place to mitigate the opera-
tional risks of cloud computing. 

Running a technology trial in a few 
branches is pretty straightforward; rolling 
out innovations consistently across a branch 
network is less so – unless you base digital 
transformation on a single cloud platform.

It also lets the retail banking CIO provide 
flexibility and choice to the business while 
managing digital transformation from the 
centre. 

A better customer experience also requires 
meaningful insight from myriad streams of 
data – from customers, branch applications, 
external services and business partners.

A dual operational model will allow the 
bank to prepare an infrastructure ready to 
collect, aggregate and consolidate that data, 
and host analytical tools that are available 
across the organisation. 

One-fifth of global organisations are 
already completely cloud-centric, and a fur-
ther 46% have more than half their applica-
tions and infrastructure in the cloud.

For retail banks, establishing a cloud 
platform is an essential step in creating the 
branch experience that customers increas-
ingly expect. 

A viable and vibrant branch network
The local bank branch still has an important 
role to play. Complex financial transactions 
are sometimes better handled face to face.

Younger people, inexperienced in financial 
affairs, want the reassurance of a guiding 
hand, and many older people simply prefer 
to bank in person.

What’s more, banking is an intangible ser-
vice and the branch is the physical presence 
and human face of the brand.

By delivering a great experience that 
attracts customers in person, and enabling 
staff to be more productive, digital innova-
tion can help Britain’s retail banks to main-
tain a viable and vibrant branch network. <
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allen international crafts next-gen 
branches for Islandsbanki
Islandsbanki has taken the wraps off its next-generation bank branches, a key part of its strategy to rank 
first in the Icelandic retail banking industry for customer service. Integrating the new branches with the 
bank’s growing social media activity was also a key concern, as Douglas Blakey reports

T
he brief: to deliver sector-leading cus-
tomer service via a modern retail envi-
ronment that also reaches out to the 
community.

At the same time, Islandsbanki required 
its new branch design to support the bank’s 
themes of multiply, simplify and unify, with 
objectives to develop its business and make 
a positive impact to society and the environ-
ment.

In addition, the branch operating envi-
ronment had to be capable of facilitating 
the high levels of relationship management 
and service levels to which the bank aspired, 
and reflect the bank’s strong commitment to 
social media. 

Islandsbanki, the 140-year-old Icelandic 
lender turned to UK-headquartered allen 
international to develop its new branch 
design.

Despite the unstoppable growth in digital 
channel usage, Islandsbanki’s network of 17 
full-service branches and one self service out-
let continue to receive more than one million 

customer visits a year. The bank’s commit-
ment to the future of the physical channel is 
evidenced by its investment in the next-gen 
branch project.

A recently formed Relationship Banking 
Division further complements the future role 
of the branch.

The solution
The rationalisation of two branches into a 
new harbour-side site offered the opportu-
nity to introduce a fresh retail concept with 
the emphasis on projecting the strong brand 
values of the bank. 

The design strategy also recognised the 
continuing importance of Islandsbanki 
branches within the community, and the 
valuable role that they play. 

Islandsbanki is committed to many causes 
beyond the provision of banking services, 
and according to the bank the local commu-
nity has reciprocated by regarding their local 
branch as their own. 

According to the bank, the launch of a new 

branch design would also help it to strength-
en customer retention.

The new branch design has a number of 
distinctive zones. The front of the branch 
includes closely aligned facilities for self-
service, tellers and a quick-service or enquiry 
desk all to deal with everyday customer 
banking needs.

In addition to the option to bank digitally 
within the branch – coffee is on offer for cus-
tomers – kiosks also provide access to social 
media; social media has become an integral 
part of the bank’s marketing strategy, with 
each branch represented on Facebook. 

More discreet customer meetings are locat-
ed within two meeting rooms – nothing unu-
sual there perhaps until one notes that the 
meeting rooms are built into a sea container 
(see image), reflecting Iceland’s maritime 
community.

The net result of the branch investment, is 
says Islandsbanki, a new retail concept pro-
viding a fresh expression of the bank’s strate-
gic objectives and brand positioning. <
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Brazil moves ahead with digital banking

Brazilian banks have invested heavily in advanced online and mobile banking platforms, leading to rapid 
growth in digital banking. The popularity of mobile banking is unsurprising, as Brazil is the world’s fourth-
largest smartphone market with an installed base of 70 million smartphones, reports Robin Arnfield 

A
ccording to a study by Brazilian 
banking association Federação 
Brasileira de Bancos (Febraban), 
internet and mobile banking 

accounted for 52% of total Brazilian bank-
ing transactions in 2014. 

A separate Febraban survey of seven lead-
ing Brazilian banks – Banco do Brasil, Ban-
risul, Bradesco, Caixa Econômica Federal 
(federal savings bank), HSBC, Itaú Unibanco 
and Santander – found that their customers 
carried out 4.9 billion mobile banking trans-
actions in the first half of 2015.

This contrasts with the 5.3 billion mobile 
banking transactions carried out in 2014 by 
the customers of the 20 Brazilian banks sur-
veyed by Febraban for its 2014 study.

The seven banks told Febraban that their 
customers carried out 8.8 billion internet 
banking transactions in the first half of 2015.

Investments
Febraban says the Brazilian banking sector 
accounts for 18% of total Brazilian IT invest-
ments, the same rate as the banking industry 
in the US and France, and the highest invest-
ment rate of any Brazilian industry segment. 

An effect of the banking industry’s technol-
ogy investment has been a rise in the banked 
population from 57% of the Brazilian popu-
lation in 2013 to 60% in 2014. The number 
of current accounts in Brazil rose to 108 mil-
lion in 2014 from 103 million in 2013.

John Price, MD at Miami, Florida-based 
Americas Market Intelligence, says the rea-
son why Brazilian banks have been able to 
make such substantial technology invest-
ments is their high level of profitability. 
“Brazil has the most profitable bank-

ing industry and credit card market in the 
world,” Price says.
“There are around 100 profitable banks 

in Brazil, and very few Brazilian banks lose 
money. This is because they are able to lend 
money to the government and to consumers 
and businesses at extortionate rates and have 
been able to lobby for strong laws to keep 
down bad debt.
“Because Brazilian banks do so well, 

they’ve had the money to invest in any tech-
nology they want.”

A key factor in the drive to digital bank-
ing in Brazil is the high cost of commercial 
real estate such as branches, and high labour 
costs, Price says.
“Providing traditional retail banking ser-

vices is very expensive in Brazil, so the banks 
went online for cost-saving reasons and 
they also found customers wanted to bank 
online,” he says.
“Around 20% of the population is very 

tech-savvy and accustomed to online trans-
actions, so there was no cultural barrier to 
online banking.”

The march to digital will accelerate in Bra-
zil, says Price, as cost-cutting has become 
more imperative due to declining revenues 
from consumer lending and credit cards.
“The credit card and consumer loan reve-

nues Brazilian banks had relied on are declin-
ing, as Brazilians are over-indebted and not 
taking on new debt,” he says.
“So banks must either cut costs or find new 

revenue streams.”
Between 2012 and 2014, branches, con-

tact centres and ATMs saw their collective 
share of total banking transactions decline 
from 48% to 32%. 

Currently, one in four Brazilian current 
account customers uses mobile banking, 
Febraban says. 

However, Brazilian consumers still tend to 
use physical channels such as branches and 
correspondent banking agents – merchants 
providing banking services on behalf of 
banks – for transactions involving the move-
ment of money, such as transfers, bill pay-
ments and taking out loans.

Febraban notes that consumers prefer 
to use digital channels for transactions not 
involving money movement such as balance 
and account history enquiries.
“Channels such as branches and corre-

spondents are still very relevant when it 
comes to money movement transactions, 
while non-money movement transactions are 
moving to the internet and mobile banking, 
thanks to these channels’ practicality and 
accessibility,” Febraban says.
“In the case of money movement transac-

tions, factors such as security and reliability 
are still paramount. 

Early adopters
Because of the volatile nature of the Brazilian 
economy, with inflation rates of over 100% 
between 1980 and 1994, Brazilian banks led 
the world in the rollout of electronic banking. 
“Runaway inflation rates in the 1980s 

meant Brazilian banks had to provide clients 
with a way to transfer funds instantly, before 
their money lost value,” Price says.
“This led Brazilian banks to implement 

electronic banking systems ahead of other 
markets.”

In the second half of the 1990s, Brazilian 
banks started to offer online services.
“Brazilian banks were among the first in 

the world to roll out internet banking access 
to the mass of their customers,” says Guil-
herme Lima of Brazilian consultancy Ponto 
Futuro Consultoria Estratégica.
“By 2000, the quality and scope of trans-

action types available on the main Brazilian 
banks’ internet channels were at least similar 
to the US and, without question, superior to 
most European countries.
“Mobile banking has taken a while to 

become as pervasive, mostly due to econom-
ic and infrastructure reasons. Mobile data 
packages aren’t cheap for Brazilian consum-
ers, and connection speed and reliability is 
still questionable even in densely populated 
areas. Nevertheless, mobile banking has 
gained a lot of traction in the past two to 
three years, mostly due to more widespread 
smartphone adoption.” 
“The big banks such as Bradesco and Itaú 

Unibanco are very advanced in providing 
online banking services for consumers, cor-
porate clients and private wealth manage-
ment customers,” Price says.
“Brazil is at least three years ahead of 

Mexico and other Latin American countries 
in terms of its banking services for the afflu-
ent. Affluent customers in Brazil, particularly 
those aged below 50 years, are very keen to 
have an online banking interface so they can 
check their assets regularly.”

Mobile money
In 2013, Brazil introduced a law which regu-
lates m-payment services providers such as 
banks, digital wallet providers, telcos and 
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acquirers and is designed to facilitate finan-
cial inclusion.

The law introduced a new non-bank legal 
entity known as a ‘payments institution’, 
which may offer m-payment services and 
mobile money accounts with cash-in and 
cash-out facilities to low-income consumers. 
While not mandatory, the Brazilian govern-
ment wants to encourage interoperability 
between different mobile payment platforms. 
“Mobile and online banking services are 

very well established in Brazil, but Brazil 
hasn’t truly achieved mobile payments adop-
tion, despite having introduced mobile pay-
ments regulation in 2013 which is now in 
effect,” says Elizabeth McQuerry, a consult-
ant with Glenbrook Partners.

McQuerry says the key reason for this is 
that, while Brazil has been organising its reg-

ulatory environment, the players have held 
back from investing until they understand 
what the new playing field is.
“The regulations leave the requirement for 

interoperability to be implemented by the 
private sector, but the industry still hasn’t 
worked out how to ensure interoperability 
for mobile payments,” says McQuerry.
“There isn’t enough usage of mobile pay-

ments services to justify the private sector 
focusing on implementing interoperability.”

McQuerry contrasts the situation in Bra-
zil with what happened in Peru, where the 
banking industry came together to collective-
ly create an ecosystem for an interoperable 
mobile payment system, Bim (Billetera Móvil, 
or mobile wallet).
“Brazilian players responded to the chal-

lenge of mobile payments as individual com-

panies, instead of making a collective invest-
ment,” she says. 
“High smartphone sales and broad prolif-

eration of POS terminals in Brazil mean that, 
among banked consumers, high-end users 
should be ready to move to digital banking 
and payments,” says Jeffrey Bower, a digital 
finance specialist with the United Nations 
Capital Development Fund’s Better Than 
Cash Alliance.
“However, adoption of mobile payments 

and purchases remains low. Already 89% of 
banked Brazilians use internet banking, but 
mobile banking use remains relatively limit-
ed to the young – mostly under the age of 35.
“Nevertheless, Brazil has a large percentage 

of its population in this age bracket, which 
means the actual digital banking figures are 
quite substantial. But moving from digital 
banking to payments and purchases seems 
to be a challenging step.”

Lack of interest
According to a GSM Association report, 
Mobile financial services in Latin America 
& the Caribbean: State of play, commercial 
models, and regulatory approaches, around 
150,000 banking correspondents are author-
ised to open mobile money accounts and per-
form cash-in/cash-out transactions on behalf 
of Brazilian banks. 
“The vast majority (over 90%) of these full-

service outlets are agents for three prominent 
banks with mass market strategies: Banco do 
Brasil, Caixa Econômica Federal, and Banco 
Bradesco,” the report says.
“These banks have entered into commercial 

partnership agreements with mobile opera-
tors for mobile money services.”

Bower says low-income under/unbanked 
Brazilians remain relatively uninterested in 
the limited value propositions being offered 
by the Brazilian mobile payment programs 
currently available.

These include Zuum, offered by Mobile 
Financial Services, a joint venture between 
MasterCard and Spain’s Telefónica, which 
owns Brazilian mobile operator Vivo; Oi 
Carteira (Oi Wallet), a partnership between 
Banco do Brasil, card acquirer Cielo and 
mobile operator Oi; mobile operator Claro 
and Bradesco’s Meu Dinheiro Claro (my 
Claro money); and TIM Multibank Caixa, 
a mobile wallet offered by mobile operator 
TIM, MasterCard and Caixa.

“While changes in regulations in recent 
years have allowed for innovative solutions 
to provide interesting offerings, mobile 
money use remains low, primarily as a result 
of an unwillingness on the part of the major 
institutions to cooperate in building a func-
tioning digital payment ecosystem at the 
national level,” says Bower. <

Brazil’s key banking players
Banco do Brasil
In December 2015, Banco do Brasil customers 
carried out one billion mobile banking transac-
tions in a single month, and nine billion in cal-
endar 2015. As of January 2016, Banco do Brasil 
had 6.5 million mobile banking customers, up 
50% annually. 

Between September, when car loans became 
available in mobile banking, and December 
2015, Banco do Brasil’s mobile customers took 
out BRL13m ($3.2m) in car loans from their 
smartphones. Mobile car loans now account for 
5% of Banco do Brasil’s total car loans.

In the third quarter of 2015, virtual channels 
– online, mobile and ATMs – accounted for over 
80% of Banco do Brasil’s total transactions. 

For clients with monthly incomes under 
BRL4,000, Banco do Brasil offers access to 
branches and self-service channels (ATMs, 
internet and mobile app). It also offers digital-
only accounts providing 280 different trans-
action types which can be carried out free of 
charge online, at the bank’s 40,000 ATMs, or via 
mobile. Digital-only customers do not have a 
relationship manager, and have to pay for trans-
actions involving banks staff.

Across its entire customer base, Banco do 
Brasil offers real-time chat facilities with prod-
uct specialists on its BB.com site and within its 
internet banking service.

Bradesco
A Bradesco spokesperson tells RBI that 95% of 
the bank’s transactions are performed through 
virtual channels – the internet, mobile, ATMs 
and contact centres. The number of Bradesco 
mobile banking customers more than doubled 
year-on-year to exceed six million in 2015.

 Bradesco was the first Brazilian bank to be 
active in social media networks, and since 2004, 
has been monitoring its brand and talking to 

users 24 hours a day, seven days a week, with 
f ive-minute feedback and a specialist team 
interacting on Twitter, Facebook, Google+, Ins-
tagram, LinkedIn and blogs. 

Currently, smartphones account for 36% of 
all Bradesco transactions.

Caixa Econômica Federal
In the first 11 months of 2015, the 3.1 million 
users of State-owned Caixa Econômica Federal’s 
Caixa Celular app carried out 365 million trans-
actions. Caixa spokesperson Hugo Lopes says 
that during the same period, Caixa’s 14 million 
internet banking clients carried out 1.36 billion 
transactions.

During 2015, mobile transactions represent-
ed 6% of Caixa’s total banking transactions, a 
growth rate of 105% compared to 2014.

Itaú Unibanco
Itaú Unibanco says that its internet and mobile 
banking customer numbers rose by 18.3% year-
on-year in the third quarter of 2015 to 11 mil-
lion. During 2015, internet and mobile banking 
accounted for 66% of Itaú Unibanco’s total 
transactions, compared to 60% in 2014.

Santander Brasil
Currently, digital customers account for 46% 
of Santander Brasil’s customer base. Around 
40% of transactions involving the movement of 
money and 70% of total transactions are carried 
out via mobile and internet banking, spokesper-
son Juliana Mayrink tells RBI. 

“A quarter of our clients use mobile banking, 
and their mobile transactions account for 15% 
of our total transactions,” Mayrink says. “40% 
of our clients use internet banking, accounting 
for 55% of our transactions. 

“Between 2014 and 2015, we saw 17.5% 
growth in digital transactions, and the number 
of digital users grew by 18%.” <
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Spain’s Sabadell targets the Mexican 
retail banking market
Banco Sabadell has finally emulated Spanish rivals BBVA and Santander and entered the Mexican banking 
market. Initially, Sabadell Mexico offers corporate and business banking, but plans to offer retail services 
to middle-class and high net worth consumers in 2017, with a strong digital focus. Robin Arnfield reports

S
abadell is to go head to head in Mex-
ico with BBVA Bancomer and Banco 
Santander, two of Mexico’s largest 
banks. CaixaBank, also has a pres-

ence in Mexico through a minority invest-
ment in Grupo Financiero Inbursa, a bank-
ing and financial services group controlled by 
Mexican billionaire Carlos Slim. 
“We have a strategic alliance with Inbursa 

which involves sharing our expertise in retail 
banking to help Inbursa’s expansion in Latin 
America,” a CaixaBank spokesperson tells 
RBI.

“We don’t have a joint venture or any specif-
ic projects with Inbursa, but Inbursa does give 
us advice on our Latin American expansion.” 

In May 2016, Sabadell officially launched 
its Mexican banking business. The move is 
part of the lender’s international expansion 
plans, along with its acquisition of TSB in the 
UK. Internationalisation is one of the three 
pillars of Sabadell’s triple strategic plan for 
2014-2016, along with transformation and 
profitability.

Speaking at the launch, Josep Oliu, 
Sabadell’s president, said he hoped Mexico, 
which he characterised as a market with low 
banking penetration and highly concentrat-
ed banks, will become a key part of Caixa-
Bank’s expansion plans.
“From the moment when we started taking 

about Sabadell’s international diversifica-
tion, Mexico was the first country we had in 
mind,” he said.
“We expect Mexico to represent at least 5% 

of our business within a year, which is the 
same percentage that the US represents in 
Sabadell’s business.”

Sabadell obtained a Mexican banking 
licence in August 2015, and began operat-
ing as a bank in January 2016, with six SME 
centres and three corporate banking centres. 
It has also held a 20% stake in Mexico’s 
Banco del Bajío for 14 years.

By June 2016, Sabadell Mexico had won 
140 corporate clients customers, and had 
granted over MXN1.5bn ($83m) in busi-
ness banking loans and over MXN22bn in 
corporate banking loans. 
“We will be providing services addressing 

all the retail banking needs of our clients, 

from transactions, savings to credit,” says 
Marc Armengol, COO of Sabadell’s Ameri-
cas and International Network.
“Our focus will be affluent customers.”
With the major incumbent banks’ domi-

nation of the Mexican market, Armengol 
admits that launching a new bank with a 
new brand in Mexico is a challenge.
“Beyond the publicity from launching our 

business bank, the launch process requires a 
significant investment to build brand aware-
ness, and a specific strategy to position our-
selves correctly in the Mexican market,” he 
explains.

Armengol argues that being a Spanish 
bank is an asset in Mexico, due to the cul-

tural affinity between Mexico and Spain, as 
well as the excellent work that other Spanish 
banks have already done in Latin America.
“Our banking model in Mexico will marry 

the best of the digital world with the best of 
the physical world,” Armengol says.
“We plan to launch retail banking services 

based on three main components. The first 
is the deployment of advanced information 
management capabilities, allowing us to pro-
vide our customers with the most relevant 
information at all times. 
“The second is a mobile application that 

will feature the latest security and user expe-
rience technologies. Finally, we aim to estab-
lish strong links between our customers and 
our managers. We think this third factor is 
key to providing optimal customer experi-
ence for the segments we are targeting.”

Sabadell does not aim to open a large num-
ber of branches in Mexico.
“We believe that having a physical pres-

ence plays a role in the customer experience 
and in helping to develop the publicity and 
customer awareness that the launch of a new 
bank requires,” Armengol says.
“We plan to offer ATM access through 

partnerships with Mexico’s ATM networks.”

The Americas
Currently, Sabadell is only focusing on pro-
viding retail banking services in one Latin 
American country, Mexico, Armengol says.

In 2015, Sabadell took a 4.99% stake 
in Colombia’s Banco GNB Sudameris and 
said that it plans to collaborate with GNB 
Sudameris in the Colombian, Paraguayan 
and Peruvian banking markets. 
“Our relationship with GNB Sudameris 

promotes and reinforces Sabadell’s interna-
tionalisation strategy,” says Armengol.
“We already have representative corporate 

finance offices in Colombia and Peru.” 
Sabadell operates a US domestic bank in 

Miami, Florida, Sabadell United Bank, which 
it has built through a series of acquisitions.

It also operates the Sabadell International 
Branch in Miami, which provides offshore 
private banking services to Latin American 
individuals and families and corporate bank-
ing to companies operating in the Americas.

n TOTAL ASSETS BY REGION: SABADELL FY2015

Spain 75%

UK 20%

Americas 5%

Source: Sabadell
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The Sabadell International Branch coor-
dinates Sabadell’s network of representative 
offices for its corporate finance business in 
the Americas.

Sabadell United Bank
Sabadell United Bank has a fairly narrow 
market focus, a Sabadell US spokesperson 
says.
“We’re not trying to be the ubiquitous retail 

bank on every street corner,” she explains.
“We primarily serve wealthy individuals, 

small and medium-sized businesses, law 
firms, developers and other high net worth 
clients. We also work with foreign clients 
who are moving to or working in South 
Florida.” 

Sabadell United Bank does not have a 
focus on Spanish-speaking customers, the 
spokesperson says.

“But, because of Florida’s proximity to 
Latin America, a large portion of our clients 
are international and are Spanish speakers,” 
she says.
“Our location in Miami, coupled with our 

parent company’s international expertise 
make us a natural resource for South Ameri-
cans living here.”

Compared to major US banks which have 
a presence in Florida, Sabadell United Bank, 
with its 27 branches, is a small player. 
“We like to think of ourselves as a ‘super-

community bank,’” the spokesperson con-
tinues.
“We’re big enough to be involved in the 

major businesses that we want to be involved 
in, but in dealing with clients we feel bou-
tique-y and we feel small.
“We think that our size is an advantage, 

which allows us to provide high-end person-

al services meeting our clients’ unique needs. 
In our opinion, it’s the unrivalled service and 
the relationships we build with our clients 
that make us different.
“We have consistently maintained excep-

tionally strong capital ratios, and have 
grown to serve over 40,000 clients in the US.” 

The spokesperson says Sabadell United 
Bank’s strategy for success is to ‘strive to con-
tinuously deliver the very best to our clients 
and to stand behind our promise to be For 
Modern Times, A Classic Bank’. 

Sabadell United Bank has made significant 
investments in digital technology to enable 
it to service its clients’ needs through offer-
ings such as online banking, mobile banking, 
remote deposit capture, and treasury man-
agement, the spokesperson says.
“But I think we are high-tech, but also high-

touch,” she says.<

Sabadell: key figures
Sabadell profits rise 20.7%
Banco Sabadell ended the first half of 2016 with 
a 20.7% year-on-year increase in attributable 
net profit, totalling €425.3m ($480.7m). Dur-
ing the first six months of the year, net interest 
income amounted to €1.94bn, a 49.5% increase 
year-on-year.

Other highlights included a fall in the bank’s 
non-performing loans ratio to its lowest level 
(6.83%) since the first quarter of 2012.

Provisions during the first half of the year 
totalled €901.8m, a 48.4% decline compared 
to the same period last year.

 Gross loans and advances increased (by 
3.2%) for the first time in four years, while 
market shares continued to improve during the 
second quarter of 2016 (see table). 

In the UK, TSB’s performance surpassed tar-
gets set out in its strategic plan. Operating prof-
it before tax more than doubled year-on-year, 
to £107.7m ($141.1m), representing a 144.8% 
increase compared with the first half of 2015.

Digital bank ActivoBank exceeded €1bn in 
customer funds in the first half of 2016 for the 
first time.

Other f irst-half highlights included the 
creation of Sabadell Venture Capital aimed at 
companies in more advanced stages of devel-
opment than those taking part in BStartup, 
Banco Sabadell’s programme to support entre-
preneurs.

Sabadell Venture Capital has already invested 
€1.5m in three technological projects: Force-
Manager, CornerJob and MyTwinPlace.<

n AT A GLANCE: BANCO SABADELL 2016

Market Shares (Spain) H2 2016 H2 2015

Credit cards 7.36% 7.15%

Current accounts 5.85% 5.57%

POS terminals installed 14.54% 13.55%

Corporate loans 11.38% 11.4%

Life insurance 5.27% 4.9%

Fundamentals

Total assets (€bn) 207.9 203.9

Total loans (€bn) 150.2 149.3

Total deposits (€bn) 161 156.2

NPL/total loans (%) 6.83% 9.01%

Total branches (Spain) 2,141 2,235

Source: Sabadell

Analyst comments
“The fact that Sabadell is Spanish will pay off 
more from an internal perspective than for its 
customers,” says Juan Mazzini, senior analyst, 
financial services, at Celent.

“When they hire people, the bank’s executives 
will speak the same language as the people they 
recruit, and I don’t just mean the Spanish lan-
guage.

“They will share the same cultural background. 
Sabadell understands the Latin American mar-
ket and culture, whereas an Anglo-Saxon bank 
trying to get started in Mexico would face cul-
tural barriers.”

Mazzini says Sabadell has publicly admitted 
that it is taking a different approach in Mexico 
than it has in Spain.

“Sabadell doesn’t have to do in Mexico what it 
has done in Spain,” he notes.

“Its new Mexican bank has a mandate to try 
different things and act like a startup with no 
legacy infrastructure. Also, Sabadell can apply 
what it learns in Mexico at TSB and also at its US 
subsidiary, and what it has found to be success-
ful in Spain, it can also do in Mexico.”

While Sabadell Mexico has a big focus on digi-
tal, it does need branches, Mazzini says.

“In Mexico, Sabadell isn’t a digital-only start-
up targeting digital natives or millennials like 
[Mexican digital-only bank] Bankaool,” he says.

“Digital-only banks face a problem in how they 
will scale up to meet customer demand, whereas 
established banks have the infrastructure to 
allow for expansion.

“So Sabadell Mexico will have branches to 
cater for different customer segments such as 
affluent clients who use branches.”

Mazzini applauds Sabadell Mexico’s strategy 
of standing in the middle between being digital-
only and having a large branch infrastructure.

“Established banks know they need to be 
multichannel to cater for different customer 
segments,” he notes.

“Being a 100% digital bank doesn’t work for 
high net worth individuals and high-income 
customers, as they want face-to-face service.”

The primary challenge for Sabadell Mexico 
will be finding bank executives with the ability 
to experiment and do things differently, Mazzini 
believes.

“There are not many examples in the Mexican 
banking industry of people doing things differ-
ently,” he says.

“Sabadell Mexico will need to hire talented 
people for its digital operation.” <
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Are French banks’ offers targeting top 
students to ensure profitability?
French students have followed two major trends: They are increasingly creating their own businesses 
alongside their studies, as well as taking internships or studying abroad. These phenomena have led French 
banks to adapt their student offerings to meet the new needs. Jessica Longley reports

H
ow do banks ensure they attract the 
biggest market share of students, as 
well as keep these new customers in 
the long run? This is what RBI set to 

find out by speaking with four French banks: 
BNP Paribas, Banque Populaire, La Banque 
Postale and Soon, Axa’s online bank.

Although banks’ customer churn rates have 
increased since the financial crisis in France, 
clients remain relatively loyal.

According to research published in 2015 by 
Bain and Company, the churn rate of under-
25-year-olds in France is 5%, higher than the 
French average of 3.9%. However, the rate 
jumps to 7% for 26–35-year-olds due to their 
increasing demand for banking products and 
higher revenues.

Thierry Meric, in charge of the mass market 
hub at La Banque Postale, explains the impor-
tance of targeting students.
“Banking mobility in France is rather limited, 

with only 2–3% changing banks each year.
“We know that half of students choose their 

first bank at the start of their student life, with 
approximately 10% of them changing banks 
each year. We target this crucial stage because 
it becomes much harder in the later years to 
recruit new clients.”

La Banque Postale is not the only bank in 
France strategically targeting students.

Vincent Duval, the director of pricing and 
marketing of retail markets at BNP Paribas 
says: “In the French market, clients are rela-
tively loyal to their bank. There are two main 
points where customers choose a bank: when 
they are studying and, later, when they need a 
mortgage. It is important for BNP Paribas to 
be present and provide these customers with 
dedicated offers on a long-term basis.”

If students are not always the single specific 
main target for French banks, they are often 
one of their most important points of focus 
and a core market segment.

BNP’s strategy encompasses targeting stu-
dents and first home owners; Banque Popu-
laire focuses on students and clients in pro-
fessions with a public function such as teach-
ers; Banque Postale looks at students, asset 
management customers, seniors and families; 
while Soon’s target audience is almost exclu-
sively students.

Jean-Philippe Van Poperinghe, director of 
the retail market at the Banque Populaire 
Crédit Agricole (BPCA) group explains: “At 
Banque Populaire, we believe it is important 
to keep renewing our customer base and 
ensure we attract a young audience. It is for 
this reason that students are one of our two 
key targets. We constantly need to capitalise 
on the new relationship we build with clients.”

Raphaël Krivine, director of Axa’s online 
bank Soon, adds: “Axa announced in 2013 
that it would target more aggressively the 
market segment represented by young peo-
ple. Axa’s main incentive was to launch Soon, 
which has now become one of the many 
points of entry into Axa’s world.”

French banks have also focused more exten-
sively on students as their client bases age as 
a consequence of the natural distortions of 
French demographics. 
“This translates to young people becoming 

a strategic challenge for banks. Indeed, clients 
stop changing banks after a certain age, giving 
even more reason for banks to take action and 
target clients at a younger age,” Meric says.

Students are also often indirectly targeted 
through their parents. Indeed, Bain and Com-
pany research shows that eight out of 10 
under-25-year-olds choose their parents’ bank 
for their first current account.

Meric tells RBI: “We believe that recruiting 
students is not only done by offering attrac-
tive deals, but also through the parents. It is 
important to convince the parents when the 
young person has yet to become independent.”

Meric adds that while students are of inter-
est to French banks, they are not without risk.
“Students are one of our key targets. They 

have a high potential due to their future 
employability and the future rents that they 
will generate. However, unlike the other mar-
ket segments we target, they are not an imme-
diate source of profit, but rather an invest-
ment in the future we are willing to make.”

Which students are more profitable?
In the UK, the biggest banks – including 
HSBC, Barclays and Santander – all offer gifts 
and special deals on current accounts cater-
ing to the specific needs of students to entice 
them to open an account in the hope of keep-

ing them as clients in the long run.
Similarly in France, most banks give out 

cash rewards and exclusive offers for lim-
ited periods to persuade students to open an 
account with them. 

However, more peculiarly, several French 
banks offer different cash prizes depending 
on the grades achieved at their final exam, the 
French Baccalaureate; top achievers in school 
often receive higher cash bonuses than their 
less successful peers.

Of the four banks RBI spoke to, three 
offered cash bonuses to high school graduates. 

At Banque Populaire Alsace-Lorraine-
Champagne, students are given between €15 
($16.75) and €100, depending on their grade. 
At Soon, it ranges from €80 to €160, while 
BNP gives €40 only if the person has gradu-
ated from high school. 

Online bank Monabanq and French bank 
CIC also follow this pattern. 
“At the end of the French exams, we inten-

sively promote Soon through cash bonus-
es that we give to high school graduates. 
Rewards vary depending on the grades the 
students receive,” Krivine tells RBI. 

This begs the question: Why?
It seems that banks introducing this offer 

believe that smarter high school graduates 
will become more profitable, generate higher 
income and be less likely to fall into debt.

Krivine reveals: “We try and attract the best 
students by offering the biggest cash bonuses 
to the highest achievers.”

On the other hand, La Banque Postale has 
adopted an altogether different strategy.
“Several banks offer cash bonuses to stu-

dents relative to what grades they received in 
their final exams. We do not offer these cash 
prizes; we tell our youth organisers to partner 
with universities that might be less prestig-
ious but with a higher employability,” Meric 
explains.
“We are a bank that accepts everyone, which 

I agree has both its good and bad sides. We 
know that some clients choose us because 
we have different values to several of the big 
banks. We hope to show an image of collabo-
ration and modernity.”

All big banks in France compete against 
each other in the hope of getting as many stu-
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dents as possible to sign up. To differentiate 
themselves, banks try to offer unique services 
and  competitive prices, fees and interest rates.

Meric describes La Banque Postale’s 
approach: “To attract this clientele, we offer 
three main things: a full package devoted spe-
cifically to them, a team of representatives 
dedicated to their needs, and promotions over 
a limited period.
“What we call a full package is account for-

mulas and cards designed for young people, 
and more specifically students. The package 
includes student loans that are repayable only 
once students have finished their studies and 
have started working. It also gives students 
the possibility of having house insurance, with 
an offer on studio apartments that are very 
popular with students. Other offers include 
health insurance for students studying or hav-
ing an internship abroad.”

While most online banks are unbeatable in 
terms of credit card pricing, few can provide 
the entertainment and cultural offers that are 
very popular with students.

Van Popperinghe tells RBI: “For students 
staying in France, we have a €1 formula 
that gives them access to the beneficial NRJ 
Banque Pop’ debit card, which gives students 
access to the entertainment world by giving 
them a chance to win VIP seats at concerts 
and film premieres.”

BNP also offers entertainment gifts and 
deals, discloses Duval.
“We guide and help students through their 

day-to-day lives and offer them a free-of-
charge credit card for the duration of their 
studies. We are especially present in the world 
of cinema and the entertainment sphere. We 
have a programme called WeLoveCinema 
that allows students to have cinema deals and 
two-for-one cinema tickets.”  

To ensure students’ needs are met at all 
times, La Banque Postale has a team of 25 
youth representatives in large university cities 
such as Montpellier and Lille where student 
potential is high. 
“What we ask from these youth organisers is 

to negotiate partnerships with universities and 
schools, as well as represent the bank in stu-
dent forums and in universities via the form of 
advisers,” Meric explains.
“They also ensure that the branches them-

selves are marketed to young people and stu-
dents with what we call ‘street marketing’.”

Most French banks, including Banque Pop-
ulaire, BNP Paribas and La Banque Postale, 
have partnerships with schools and universi-
ties; however, Soon is slightly different.
“We do not have any direct major link to 

universities because we have partnered with 
La Mutuelle des Etudiants (LMDE),” says 
Krivine.
“This nationally exclusive partnership 

allows LMDE to work with us, who in turn 
promote Axa products to students, in particu-
lar Soon.
“Every bank offers cultural deals to students. 

At Soon, we choose to be different and select 
a few start-up offers to promote them. For 
example, what we offered last week to our 
customers was a free trial for several months 
of a password wallet.”

La Banque Postale also differentiates itself 
when it comes to crowdfunding.
“We have a partnership with Kiss Kiss Bank 

Bank, one of the three key market players 
when it comes to crowdfunding in France, 
which allows us to put in place measures 
where clients can finance their own projects,” 
says Meric.

Addressing students’ expanding needs
With travel now cheaper and easier than ever, 
taking an internship or studying abroad has 
become increasingly popular in France. Some 
schools and universities have even made it 
part of their curriculum. Banks have had to 
adapt to this trend.

According to Van Popperinghe: “Many stu-
dents in France decide to live abroad for an 
internship or study for six months to a year. 
We cater exceptionally well to these students 
by offering them an Erasmus loan guaranteed 
by the European Investment Fund (EIF) with 
preferential rates. We also offer bundles that 
allow students to have lower fees.”

Duval adds: “At BNP, we hold a very strong 
position when it comes to helping to students 
studying temporarily internationally. Around 
50% of students with an account at BNP 
Paribas go abroad, either to study or to do an 
internship. That’s why we offer them a free-of-
charge premium Visa card during their stay.”

However, Krivine explains that this phe-
nomenon, although widespread, may not 
apply to everyone.
“I do not think that the phenomenon of 

French students studying abroad encompasses 
a big majority, but rather is only true of cer-
tain schools. The opportunity to study abroad 
in universities with subjects such as classics or 
psychology is rarer. However, the number of 
students studying abroad is definitely increas-
ing and we have improved our tariffs in the 
eurozone to help students that do decide to 
study abroad.”

However, it seems that some are worried 
that France may potentially be suffering from 
a brain-drain as more students decide to work 
abroad after their studies.

Meric reveals: “Some numbers have 
alarmed universities and schools in France 
where they’ve started to seriously worry that 
they might be shaping students for work-life 
abroad where it’s easier to succeed and where 
there are fewer constraints.”

A less prominent trend, but a trend nonethe-
less, is the rising number of French students 
starting their own businesses alongside their 
studies. A social security law implemented in 
2015 requires self-employed persons to have 
a professional bank account exclusively for 
professional activities, as well as their own 
personal bank account.

Krivine believes Soon’s offer is perfect for 
entrepreneurial students: “Most banks offer 
a professional bank account at high monthly 
costs. However, at Soon, we give students free 
access to a professional account, therefore 
boosting innovation and creativity.
“Soon’s current account for entrepreneurs, 

made available in January 2016, has met with 
great success and has been promoted through 
word of mouth.”

A common area of concern in student life 
is making it to the end of the month with 
enough money to survive.

According to Duval: “To study in France, 
you have to take in consideration a budget of 
approximately €8,500 per year for a student. 
That’s the cost of their studies but also the cost 
of day-to-day life: accommodation, clothes 
and entertainment.”

Unlike most students who apply for mas-
sive student loans to cover their annual uni-
versity fees, French students are less likely to 
need or want a loan. Universities are cheaper 
in France, and several are even free.

Duval explains: “In France, only about 
10-15% of students take out student loans. 
For those in need, BNP offers student loans 
at a preferential rate of 0.9%, one of the best 
rates on the market.”

Furthermore, some students do not need a 
large overdraft to cover their expenses.
“Students are rather prudent. Only about 

a third of students ask for an overdraft. It’s 
a question of ‘protect me against myself’,” 
Meric tells RBI.

Krivine adds: “There must be at least 20- 
25% of young people working while studying 
to make ends meet.”

Banks have different approaches to help-
ing students with day-to-day activities. Soon 
categorises students’ spending to help them 
budget accordingly. 

Similarly, BNP has personal finance tools 
on its app and website that allow both stu-
dents and non-students to manage spend-
ing by categorising different expenditures. 
Banque Populaire offers a website dedicated 
to the cost of life outside France for people 
living abroad.

Van Popperinghe says: “One of our proud-
est achievements is our unique website that 
allows customers to cross-reference prices 
in different countries of food, entertainment, 
accommodation. Customers now have a bet-
ter idea of the cost of living abroad, and can 
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budget accordingly.”
He continues: “Several public organisa-

tions have expressed an interest in our site. 
We hope to partner with them in September 
or October.”

Banque Populaire, on the other hand is 
about to launch an online bank where catego-
rising spending would potentially be a service 
offered. Meric explains that students will be 
the online bank’s key target market.

Keeping students for the long haul
In France it seems that most students want a 
bank with a branch network, rather than an 
online-only bank. 

This may be because, as they embark on 
their banking life and become more inde-
pendent, they need support and help in mak-
ing important decisions.

Duval says: “We might think that students 
want everything to be done online, but that is 
not always the case. Around 85% of students 
want a bank with a branch network. What 
students look for and want is an adviser in 
the flesh but with modern tools. They want 
a qualitative and functioning website. They 
want both!”

However, several French banks, in answer 

to the rising number of online banks offering 
free debit and credit cards, have decided to 
launch their own online bank to compete.

Duval tells RBI: “The BNP group also has 
an online bank, HelloBank. These two banks 
have quite complimentary positions. Here at 
BNP, we have a strategy of developing the 
digital tools together with HelloBank and not 
separately.”

Although online banks may be the short-
term answer in grabbing students’ attention, 
it is of interest to ensure the students stay loyal 
to the bank in the long term. 

Van Popperinghe explains: “Ensuring the 
loyalty of customers has always been a dif-
ficult task for banks. The highest churn rate 
can be seen with our clients who are between 
the age of 24 and 28. To fight against this 
phenomenon, we have put in pace a number 
of procedures. At Banque Populaire, through 
our NRJ Banque Pop’ card and great custom-
er service in branches, we have managed to 
reduce the churn rate.”

One in three people give quality of service 
as a reason for changing bank, according to 
Bain and Company research. Banque Popu-
laire strives to exceed expectations when it 
comes to service, explains Van Popperinghe: 

“We have a unique relationship with our cli-
ents that perhaps other banks don’t have. We 
invest in the quality of the service we provide 
and use this to our advantage to ensure cus-
tomers stay with us.”

Meric tells RBI that customer satisfaction is 
critical to La Banque Postale.
“To ensure customers are loyal and stay with 

us in the long run, we aim to simplify their 
day-to-day lives while always keeping a sharp 
eye on security.”

Making sure that students are accompa-
nied not only through university but also later 
on in life through a continued service is also 
important.

Duval explains that the notion of continuity 
and helping them through key moments in life 
is very important at BNP.
“We are the bank that offers the best deal in 

time. That is our policy.”
Similarly, Meric explains that La Banque 

Postale strives for continued service: “We 
want to accompany the youth through the 
important moments of their lives. We are 
still a relatively young bank that did not offer 
some of the services we do today, such as 
mobile contracts and house insurance. We are 
trying to avoid any ruptures at that level.” <
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Why are UK fraud levels rising so rapidly?
Security is on the mind of everyone involved in finance, from relationship managers to consumers. Despite 
steps constantly being taken to prevent lapses in security, including fraud, it continues to rise in certain 
areas in Europe, with an 18% rise in the UK in just one year. Patrick Brusnahan investigates

O
nce again, overall fraud across 
Europe has risen. According to data 
from FICO, fraud losses in the 19 
countries examined are 25% higher 

than in 2008.
An essential attribute to this rise is the 

growth in online spending. This is an oppor-
tunity for criminals and one they robustly 
exploit. In addition, the UK makes up over 
40% of the total losses. 

Global plastic card fraud was quoted at 
$16.3bn in 2014 by Nilson and it also esti-
mated that global card fraud will double by 
2020. 

What are the risks?
Fraud basis points are used to measure the 
level of card fraud severity, and can show 
banks how they are doing relative to their 
country and others.

France is at the top of the list in the 19 
countries surveyed with 8.9 basis points, but 
has a lower level of card payments than the 
UK, which has twice as much genuine spend-
ing and has seen a steeper year-on-year rise in 
fraud losses. While France has reduced card 
spend by 5% since 2013, the UK has seen a 
13% rise in the same period. 

To put this in context, the global average 
stands at 5.5 points. 

Another area to watch out for is a growth 
market. For example, Russia has a high 
growth rate for sales which is hiding a 
growth in its fraud rate, which is six times 
higher than in 2008.

The strategy needed here is to be able to 
stop the growth in fraud losses and allow 
sales turnover to continue on its path. FICO 
believes that achieving this is down to “real-
time detection and analytics”.

This is a far more proactive approach than 
banks have perhaps used in recent years.

Martin Warwick, FICO’s fraud chief in 
Europe, tells RBI: “That’s probably where 
banks are going, towards contacting con-
sumers far earlier and not reaching a tipping 
point where transactions are stopped.
“Rather than upsetting customers, it’s more 

proactive and gentle, and it finds the fraud 
earlier. That means you can take the value 
out of it. That moves the fraudsters.

“That’s what we saw in 2008 as the UK got 
so tough on it, the fraud was driven away to 
places like Germany and the Nordics. Those 
countries then got better and smarter and 
that’s how it comes back around.”

Why is the UK suffering?
Losses in the UK increased by 18% in 
2015 over 2014, approximately £88.5m 
($117.9m) of losses. Close to 75% of that 
increase was in card-not-present (CNP) 
fraud and £42.4m was down to e-commerce.

Half of the UK increase in fraud is down 
to the growth in online spending as criminals 
exploit personal and payment details that are 
retained online. 

The UK contributes about 43% of the 
total card fraud losses across these 19 Euro-
pean countries, and is a decent indicator of 
what other countries need to protect them-
selves against. 

Warwick says: “Over the years, [the UK] 
has a peak in fraud in 2008.
“Banks got tough on fraud and that ripped 

about £170m in a two-year window. By 
2011, fraud had been reduced significantly 
and then the banks had to focus on the cus-
tomers and making a seamless experience for 
customers.
“At the same time, people were using 

e-commerce at a much faster rate: It was 
£45bn in 2007, and it reached £175bn by 
2014,” Warwick continues.
“We come to 2015’s losses and a big chunk 

of the change is down to CNP and the under-
lying current of e-commerce within that. 
“Criminals got onto the fact that com-

promises of personal data are non-stop. It 
just keeps happening and because of that 
the criminals don’t have to hit so many in 
a phishing attack. They only need a few to 
respond to it and it’s much bigger.
“Their percentage of making a hit and get-

ting information is increasing, and it’s not 
just on cards. Online banking and phone 
banking are under the same sort of pressure 
as it’s all around how do we identify and 
authenticate customers in a transaction.”

However, surely tackling fraud is a costly 
endeavour, and banks need to be willing to 
make the investment.
“Yes, that comes into a lot of things. Cost 

is part of it and it was costly in 2008, but 
it took away £270m of fraud in two years,” 
Warwick concludes. <
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United Bankshares to acquire 
Cardinal Financial in $912m deal 
United Bankshares, the parent firm of United 
Bank, has agreed to acquire Virginia-based 
Cardinal Financial in an all-stock deal worth 
around $912m.

Cardinal has total assets worth $4.2bn, 
and provides banking services through its 
Cardinal Bank subsidiary, which has a net-
work of 30 branches throughout Virginia, 
Maryland and Washington DC.

It also operates George Mason Mortgage, 
a residential mortgage lending subsidiary, 
and Cardinal Wealth Services, a wealth man-
agement services division.

United Bankshares will offer 0.71 shares 
for each share of Cardinal Financial. The 
price represents 2.24 times Cardinal’s tan-
gible book value on 30 June 2016. Follow-
ing the completion of merger, United’s assets 
will grow to nearly $20bn and will become 
the 32nd-largest banking group in the US.

Cardinal Bank will merge into United 
Bank, United’s Virginia chartered bank, 
headquartered in the DC Metro region. The 

bank will have assets of $14.4bn on comple-
tion of the merger.

The acquisition is expected to close mid-
2017, pending regulatory approval and 
United and Cardinal shareholder approval.

United Bankshares CEO Richard Adams 
said: “This merger aligns perfectly with our 
long-standing commitment to growth in the 
DC Metro area. Both companies have strong 
ties to the local community, and share the 
goal of building meaningful relationships 
with the individuals, businesses, and organi-
zations that contribute to its prosperity.”

Cardinal executive chairman Bernard 
Clineburg said: “United brings to the table 
the capacity to meet the sophisticated needs 
of our customers, while at the same time 
staying true to our commitment to the com-
munities we serve.
“In addition, the transaction will add tre-

mendous value for our shareholders.”
Clineburg is expected to join United’s 

board of directors during the merger.<

SECURITY

Majority of banks concerned about security of 
blockchain technology: Greenwich Associates 
The majority of financial services firms are 
concerned about the security of distributed 
ledger technology or blockchain, according 
to a new Greenwich Associates report.

Transaction confidentiality has been high-
lighted as the primary security concern by 
respondents in the Securing the Blockchain 
report, which involves a total of 134 market 
participants.

Security of private keys is another key 
concern highlighted by the majority of 
respondents.

Greenwich Associates vice-president of 
market structure and technology, and report 
author Richard Johnson said: “Private keys 
can be thought of as secret codes or pass-
words that prove ownership of digital assets.
“The recent hacking of the Bitfinex 

exchange has been attributed to lax security 
of these private keys.”

The recent theft of around $72m in bit-
coins from Hong Kong’s Bitfinex, and other 
similar recent breaches highlight the chal-
lenges faced by firms working to launch  

blockchain in capital markets, the report said.
“Proof-of-work consensus, as used in the 

Bitcoin blockchain, is generally viewed as 
inappropriate for financial services because 
of its high energy use, low throughput and 
slow verification times.
“Although there remains uncertainty 

regarding the most appropriate consensus 
algorithm, our research concluded that the 
industry is currently leaning toward a meth-
od known as Practical Byzantine Fault Toler-
ance (PBFT),” Johnson added.<

MOBILE

Tesco to launch 
PayQwiq mobile 
wallet by end of 2016
Supermarket chain Tesco is planning to 
launch its PayQwiq mobile payment wallet 
in all its stores in the UK by the end of 2016.

Following the successful trial in 50 stores, 
the service will now be available at 600 
stores in London and Edinburgh as well as 
Plymouth and Northern Ireland.
“Feedback from customers who have 

used PayQwiq has been very positive, and 
we’re delighted to extend the availability of 
PayQwiq to Tesco customers in more loca-
tions,” a Tesco Bank spokesman said.

PayQwiq operates similarly to several 
other mobile payment apps. It allows users 
to load debit or credit cards into the app, 
which is then used to pay online by scanning 
QR codes that display on-screen.

The system also accepts and controls 
Clubcard points, without any need to scan 
them separately. The app is compatible with 
Android and iOS smartphones, and offers is 
a £400 ($533) limit, compared to the £30 
limit set by Apple Pay and Android Pay. <

INNOVATION

NCR to establish new R&D centre in Hyderabad 
NCR, a US-based omni-channel solutions 
provider, has decided to relocate its current 
Hyderabad R&D centre to a new location at 
Raheja Mindspace in Hyderabad.

Expected to become operational by early 
2017, the new facility will be one of NCR’s 
global centres of excellence.

As part of its strategy for leadership in 
omni-channel evolution, NCR’s invest-
ment in a large R&D facility will speed up 

the development of omni-channel software, 
channel transformation and digital enable-
ment solutions.

NCR’s Hyderabad R&D facility currently 
houses over 800 professionals, working to 
develop software for the financial, retail, 
and hospitality industries.

The centre was set up in 2004 with 50 
engineers, and is already developing and 
supporting software and services such as 

Interactive Teller ATM, EMV contactless 
ATM cash withdrawals, mobile cash with-
drawals, mobile cheque deposits, and EMV-
enabled multi-industry payments systems.

NCR senior-vice president and CTO for 
software solutions Eli Rosner said: “As we 
continue to build our innovative, omni-
channel architecture, the Hyderabad facil-
ity will play an important role as a strategic 
global centre for software development.” <
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SECURITY

Standard Chartered to launch biometric technology 
in Asia, Africa and the Middle East
UK-headquartered Standard Chartered 
(StanChart) has announced plans to launch 
fingerprint and voice biometric technology 
in Asia, Africa and the Middle East.

The technology will allow clients to access 
bank account balances, cards and invest-
ments using a fingerprint or voice as secure 
identifiers.   

The launch will serve more than five mil-
lion clients, and is the ‘most extensive rollout 
of fingerprint biometric technology by any 
international bank, and a first in most mar-
kets’, the bank said in a statement.

Bank clients in 15 markets in Asia, Africa 
and the Middle East will be able to carry out 
mobile banking services on smartphones 
and iPads using fingerprint-recognition 
technology.

The touch login service will now be intro-
duced launch in China, Hong Kong, Malay-
sia, Pakistan, Botswana, Ghana, Kenya, 

Nigeria, Tanzania, Uganda, Zambia and 
Zimbabwe by the end of 2016, subject to 
relevant regulatory approval.

The service has already been launched in 
Singapore, the UAE and India.

The bank will also launch voice biometric 
technology for clients in India and the UAE 
using phone banking services by the end of 
2016. It also plans to launch the technology 
in additional markets by 2017, subject to 
regulatory approvals.

StanChart CEO of retail banking Karen 

Fawcett said: “Fingerprint and voice biomet-
ric technologies give our clients more conven-
ience and security when they want to access 
their bank balances, cards and investments, 
wherever they are and whenever they want.
“We’re bringing the latest digital technol-

ogy to all our markets so we can offer easy, 
convenient and secure banking to clients.”

The move follows the bank’s announce-
ment last month of the launch of video 
banking in Malaysia, Singapore, Bangladesh, 
China, Hong Kong, India, Taiwan, Kenya 
and the UAE by the end of 2016.

Earlier in 2016, the bank introduced its 
digital bank on an iPad sales-and-service 
tool known as Retail Workbench in Singa-
pore, India, Pakistan, Malaysia, Bangladesh, 
the UAE, Kenya and Nigeria.

The bank also launched a new mobile and 
online banking platform to eight African 
markets.<

SECURITY

Customers hesitant to use mobile banking due to 
security concerns: Kaspersky Lab
Banking customers are reluctant to use 
mobile features due to security risks, accord-
ing to a survey conducted by Kaspersky Lab 
in association with IDC Financial Insights.

Of the 36% of respondents not using 
mobile banking at all presently, 74% cited 
security as the key reason, though active 
mobile banking users also expressed similar 
concerns. Of both users and non-users of 
mobile banking, 85% said that they would 

increase their use to ‘some extent’ if there 
was more security, and 44% of those sur-
veyed said that they would ‘significantly’ 
increase mobile banking use with more 
security.

Kaspersky Lab global head of fraud pre-
vention Ross Hogan said: “As financial 
organizations continue to expand their 
self-service offerings to drive revenue and 
increase customer convenience, it’s impor-

tant to proactively approach security tech-
nology for consumers’ mobile devices in the 
same way banks approach security for their 
own PC-based solutions, web offerings, and 
technology networks.
“At present, customers also do not see a 

promising future for mobile banking in their 
lives, with 32% of respondents claiming that 
they do not ever foresee using mobile as the 
primary channel.”<

DISTRIBUTION

DBS to launch conversational banking for mobile 
messaging apps in Singapore and India
Singaporean lender DBS has announced 
plans to launch a new service that will ena-
ble customers bank conversationally from 
mobile messaging apps.

The service, expected to be rolled out by 
the end of the year, will allow DBS custom-
ers to manage money across accounts, track 
expenses and make payments by conversing 
with the bank in natural language from their 
preferred mobile messaging app.

DBS Bank regional head of ebusiness 
Sandeep Lal said: “We know that our cus-

tomers are spending time conversing on their 
favourite mobile messaging app, and we are 
immersing ourselves in the customer journey 
by making it easier and more convenient for 
them to engage us.
“With the launch of this service, they no 

longer have to leave their favourite mobile 
messaging app to conduct their banking.
“Customers can converse with their bank 

as they would their contacts, and we will 
handle the rest with a strong focus on secu-
rity – it’s that simple.” 

The bank will work alongside US-based 
Kasisto, a spin-off from SRI International, 
to offer the new artificial intelligence-based 
innovation.

The bank will initially allow customers to 
access banking services on Facebook Mes-
senger through the conversational technol-
ogy, with plans to eventually enable the ser-
vice on other mobile messaging apps such 
as WhatsApp and WeChat. The service will 
initially launch in Singapore and India, fol-
lowed by other key markets for DBS. <

RBI 729.indd   21 06/09/2016   17:36:40



22  y  September 2016 www.retailbankerinternational.com  

NEWS: DIGEST Retail Banker International

PRODUCTS

PrivatBank, InComm to launch 
prepaid products in Ukraine

Privatbank has teamed up with US-based 
prepaid product and transaction services 
firm InComm to introduce prepaid products 
in Ukraine.

The collaboration will enable customers to 
buy prepaid codes and instantly top up their 
or anyone else’s account without incurring 
additional fees.

The bank’s customers can currently pur-
chase prepaid codes through the web version 
of Privat24, while the purchase of prepaid 
codes through the PrivatBank mobile appli-
cation will be available in August 2016.

PrivatBank head of e-commerce Olga 
Khudik said: “Together with InComm, we 
are opening the opportunity to the more 
than 45 million Ukrainians to use one of the 
world’s most popular services.
“The purchase of the prepaid codes through 

PrivatBank guarantees payment security and 
authenticity of the codes for our customers.”

InComm International executive vice-pres-
ident and general manager Frank Monaco 
said: “We are pleased to have taken the first 
step in our strategic partnership with Privat-
Bank to supply prepaid codes to their cus-
tomers in Ukraine.”

DISTRIBUTION

Meridian credit union to open 
new national bank
Canada’s Meridian credit union has unveiled 
plans to establish a new national bank to 
serve customers living outside Ontario.

Meridian expects that the new entity, 
which will be known as Meridian Bank, to 
start offering online and mobile-based bank-
ing services outside Ontario in 2018.

Meridian Bank will be owned by all 
Meridian members. Shares in the bank will 
not be publicly traded.

Meridian CEO Bill Maurin said: “We 
believe, and our research shows, that there 
is a clear desire in the marketplace for an 
innovative digital bank that offers a true full-
service alternative to the big banks.
“With Meridian Bank, we want to bring the 

same Meridian experience to other Canadi-
ans, and unlike other digital offerings out 
there, we want to do that with the service 
offering breadth of a traditional full-service 
retail financial institution.”

Founded in 2005, Meridian has 270,000 
members in Ontario and $14bn in assets 
under management.

The credit union currently has 81 branches 
across Ontario, and plans to open another 
seven by 2017.

DISTRIBUTION

Nigeria’s first digital bank 
SunTrust begins operations

SunTrust Bank, Nigeria’s first branchless 
bank, has commenced operations.

The bank secured its commercial bank-
ing license from the Central Bank of Nigeria 
(CBN) in September 2015; it was the first 
new commercial bank license awarded by 
the CBN since 2001.

SunTrust Bank’s CEO Muhammed Jubrin 
said: “Our vision is to offer high-quality 
retail and commercial banking services in a 
modern and innovative manner.
“We will use technology and a new way of 

thinking to provide banking services to many 
people and businesses in Nigeria for whom 
access to a bank account has previously been 
impossible.”

The bank, which launched almost six years 
ago as a mortgage bank, will now focus on 
offering telephone, mobile and internet 
banking services.

The focus on technology is expected to 
help the bank make savings of between 
NGN100m ($311,284) and NGN120m.
“Even our data centre is outsourced; 

this way we will not have the overbearing 
requirement to put on the generator at our 
locations,” Jubrin added.

SunTrust will not charge any fee from cus-
tomers for using ATMs of other banks.

SECURITY

Barclays launches voice 
biometrics technology
British banking group Barclays has intro-
duced voice biometrics technology for phone 
banking, a move that will phase out the need 
for passwords for security or authentication.

The technology will identify a caller based 
solely on their voice, matching it against 
a voiceprint database securely stored on 
Barclays’ system.

Barclays CEO of personal banking Ste-
ven Cooper said: “We can all relate to the 
frustration of forgetting a password at the 
crucial moment. Voice security can cut out 
that part of the call completely and, unlike 
a password, each person’s voice is as unique 
as a fingerprint.”

The British lender started offering this 
service to a limited number of customers in 
2013, and after a successful trial has now 
started offering it to all customers.

The service is available only to the bank’s 
personal and premier customers.
“Barclays is constantly looking at ways to 

improve services for customers and make it 
easier for them to get things done quickly; 
this is the perfect example of technology that 
does exactly that,” Cooper said.
“There’s no need for customers to change 

how they bank with us, or in fact do any-
thing differently at all – just continue to use 
telephone banking in the same way.” 

PRODUCTS

Axis Bank introduces 
contactless debit card in India 
India-based Axis Bank has released its new 
Contactless Secure+ debit card for regular 
savings account holders, in a bid to access 
a larger customer base through contactless 
technology.

Launched on the Visa payWave platform, 
the card will enable bank customers to con-
veniently ‘just wave to pay’ at NFC-enabled 
POS terminals.

The card can also be used as a normal 
debit card at any POS terminal.

Featuring a microchip and an antenna, 
Axis Bank’s Contactless Secure+ cards allow 
contactless communication with a reader at 
the checkout.

On completion of a transaction, the 
customer will receive alerts by SMS and 
email. Contactless debit cardholders are not 
required to enter a PIN or sign transaction 
receipts for transactions up to INR2,000 
($29.94).

The new debit card enables users to mod-
ify usage limits, choose between domestic or 
international usage, switch the card on or off 
and even replace the card.

Axis Bank senior vice-president and head 
of cards and payments business Sangram 
Singh said: “We are happy to present our 
new Secure+ Contactless card proposition 
which will enable our customers to transact 
faster, while continuing to provide a high 
level of security.
“Our focus has been to utilise the latest 

technology and innovations, like NFC, to 
enhance value for existing propositions and 
drive deeper engagement with customers.”<
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REGULATION

UK digital bank Mondo secures 
banking licence

UK challenger bank Mondo has secured a 
restricted banking licence from the Financial 
Conduct Authority (FCA) and Prudential 
Regulatory Authority (PRA).

The digital lender will focus on current 
accounts and digital services, and will offer 
features such as instant balance updates.

Mondo crowdfunded £1m ($1.3m) in just 
over 90 seconds earlier this year. Overall, the 
bank has raised £9m to date, and plans a full 
banking launch early next year.

The 45-person bank previously announced 
that 30,000 users had signed up to its beta 
iPhone app and prepaid card, and claims to 
have a waiting list of another 200,000 users.

Mondo co-CEO and founder Tom Blom-
field: “This is how the banking market 
changes, not with 800-page reviews from 
public bodies like the CMA, but with tech-
nology bringing new ideas to the table.
“We’re creating something that will com-

pletely revolutionise the way people think 
about their money.”

Mondo is the latest digital lender to receive 
the banking license, the others being Atom 
Bank, Tandem and Starling.

DISTRIBUTION

M&T Bank extends Cardtronics 
agreement on ATM expansion

M&T Bank has extended its agreement with 
Cardtronics to offer bank-branded ATMs at 
120 Speedway motor fuel locations in New 
Jersey and New York.

The new agreement will give M&T Bank’s 
card customers surcharge-free access to 
ATMs at 55 stores in New Jersey, 65 on 
Long Island, New York, and at existing 
bank-branded ATMs at 48 Speedway stores 
in Pennsylvania.

M&T senior vice president for retail bank-
ing Rich McCarthy said: “M&T Bank’s 
investment in this expansion of our ATM 
network signifies our commitment to our 
customers, and enables our customers to 
access M&T Bank more quickly and con-
veniently.
“Our New Jersey, Long Island, and Penn-

sylvania customers now have convenient and 
surcharge-free ATM access while on the go 
across the region with our new presence at 
Speedway’s well-positioned retail stores.”

Cardtronics president of North American 
business group David Dove said: “This latest 
expansion of surcharge-free ATM access by 
M&T is proof of its commitment to provid-
ing convenient, excellent service with integ-
rity to the communities it serves.”

M&D

RBS ditches plans for Williams & 
Glyn spin-off
Royal Bank of Scotland (RBS) has aban-
doned plans to set up Williams & Glyn as 
a standalone listed entity, and instead plans 
to sell it.

The move comes after the 73% taxpayer-
owned lender posted a loss of £2bn ($2.6bn) 
for the first half of 2016, driven by £1.3bn in 
litigation charges.

The bank recorded restructuring charges 
of £630m during the period, of which £345m 
was related to Williams & Glyn.
“Due to the complexities of Williams & 

Glyn’s separation, whilst good progress 
has been made on the programme to create 
a cloned banking platform, the board con-
cluded that the risks and costs inherent in 
the programme are such that it would not be 
prudent to continue with this programme,” 
RBS said in a statement.

RBS has already spent more than £1bn on 
an IT system for the 300-branch Williams & 
Glyn, that will now not be required.

Santander has made a formal bid to buy 
the Williams & Glyn unit; this is the bank’s 
second attempt to acquire Williams & Glyn 
following a previous attempt in 2012 that 
failed due to significant IT integration chal-
lenges.

REGULATION

Israeli cabinet gives go-ahead to 
banking reforms
The Israeli cabinet has given the go-ahead 
to legislation that aims to boost competition 
in the country’s financial sector by allowing 
new players to enter the market.

The new legislation will force the country’s 
two biggest banks, Hapoalim and Leumi, to 
divest their credit card companies; however, 
the two banks will still be allowed to issue 
credit cards.

The new legislation will also offer incen-
tives for new operators to ease the process of 
their entry into Israel’s financial sector.

Bank of Israel Governor Karnit Flug said 
she supported the reforms, but warned the 
government to implement the changes with 
caution.
“More banks, and more small banks and 

more financial brokers that are not banks, 
mean a higher risk of collapse,” she com-
mented.<
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Three ways to build lasting relationships
The banking industry is ripe for change. Customers are more demanding due to the improving experiences 
in other industries, regulators are on the charge to re-establish trust and booming fintech is decreasing 
the cost to serve customers, argues Martta Oliveira, senior service designer at Engine Service Design

R
etail banking is under pressure to 
deliver better customer experiences 
across the board. 

Some parts of the industry are 
catching on, but others lag. Our latest 
annual Customer Experience Survey shows 
the polarised nature of banks’ performance 

– although scoring fourth (out of 14) for best 
customer experience, they also scored sev-
enth in worst customer experience.

The difference in cost between maintaining 
and acquiring customers is making custom-
er loyalty a number one priority for many 
organisations. In banking, the benefit of 
building a relationship with a customer goes 
beyond the reduced cost of retaining one.

The true benefits of nurturing relation-
ships are seen when customers start to trust 
a company for more products. For example, 
single-trip travel insurance turns into health 
insurance, a current account into a mortgage, 
and a pension fund into life insurance.

Through our experience we have identified 
three ways for banks to build lasting rela-
tionships with customers: by designing the 
experience for simplicity, context and con-
sistency.

1. Design for simplicity
Customer effort can predict customer loyalty. 
The less effort customers put into a relation-
ship with a company, the more likely they are 
to remain with them.

Through experience with other indus-
tries, customers are used to quick, easy and 
smooth experiences, and a growing number 
expect exactly the same from banks. Cus-
tomers have become exhausted, frustrated 
and angry with services that should seem 
straightforward on the surface, but are actu-
ally overwhelmingly cumbersome. A brilliant 
publicity stunt by Tandem Bank brings this 
problem to life.

Ease is not something that should be 
designed only for customers. Research 
shows that services that are easy to deliver 
for employees, translate to services that cus-
tomers perceive to be simple. 

Design the complexity out of the experi-
ence. Think your customer journeys through 
so they make sense to customers, and mimic 
the smooth experience they have with their 
favourite companies. Although the bar for 
simplicity in banks is being raised with the 

like of TransferWise, Mondo and Atom, 
benchmark the best experiences in other 
industries to really drive simplicity and 
impress your customers.

2. Design for the context
Financial products are complex and hard 
to understand. Designing for the customers’ 
context makes it easier for them to grasp 
the value of what they are considering pur-
chasing, changing their attitudes to financial 
products, and motivating them to engage 
with you. This is important because engage-
ment is a great indicator they are looking to 
build a long-term relationship.

Customers do not always fully grasp how 
much companies know about them, but 
they are aware that companies know a lot 
about them, so they are beginning to expect 
this information is used to serve them better, 
when the permission is granted.

Banks have access to historical customer 
data, have large computing power and data 
processing capabilities. This paired with the 
technological developments in automation 
and artificial intelligence enable services to 
be tailored to customers’ context, behaviours 
and characteristics.

However, the possession of a great tech-
nology does not necessarily build great cus-
tomer relationships: it is the right application 
of it, at the right time, that does.

Understand your customers’ needs and 
how they behave throughout their end-to-
end journey. Knowing what your customers 
need through this holistic perspective will 
allow you to harness technology to best use 
customer data to meet their needs and drive 
engagement. For example, Atom bank has 
created a dynamic and predictive monthly 
statement showing customers how much 
they are likely to spend on what in the next 
month, and recommend tailored financial 
products that meet these needs.

Zurich UK Life’s widely publicised initia-
tive placed customer needs at the centre of 
the critical life claims process. Agents were 
granted a budget to show they care when 
dealing with customers who have been diag-
nosed with a critical illness.

Twenty-two new initiatives were launched 
to help speed up the payment process, includ-
ing increased use of text and email to com-
municate with customers, dedicated claims 

specialists and direct credits to customer 
bank accounts.

Zurich realised it was not just about get-
ting the basics right, but going beyond cus-
tomer expectations. Most notably it wanted 
to challenge the perception that claims do 
not get paid, or that it can take an unneces-
sarily long time. This led to a 25% decrease 
in claim-to-payout time, and engendered 
lasting customer relationships through try-
ing times. 

3. Design for consistency
Customers are more likely to become loyal 
when a service is delivered consistently well. 
This implies that from one end of the cus-
tomer journey to the other, across channels, 
the service level is reliable. Indeed, banking 
customers that use a variety of channels are 
15% more likely to be brand advocates than 
digital-only customers. 

Customers also experience consistency 
through service continuity – they expect to 
be able continue something in a channel dif-
ferent from the one in which they started. If 
they begin their search for mortgages on a 
computer, they expect to be able to continue 
it over the phone and complete it at a branch. 

Customers also expect the experience to 
be consistent across products at the same 
bank; the current account experience should 
be similar to the home insurance and wealth 
management experiences. 

Behind the scenes these products might be 
offered by completely separate departments, 
or even other companies, but customers do 
not always understand this. Design for a reli-
able consistent experience they recognise.

To achieve this consistency it is important 
there are a company-wide customer experi-
ence vision and service principles that guide 
service across all channels, and throughout 
the whole customer journey.

This philosophy was brilliantly employed 
by Virgin for the award-winning customer 
experience initiative, Voice of Our Brand.

So, build long-lasting relationships with 
customers by designing for simplicity, so 
they choose you over competitors because it 
is so easy to do business with you; context, 
to hook them on your service because it is 
relevant to them and their world; and con-
sistency, so they know they can rely on your 
service.<
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