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What a year that was – 
here’s to 2017
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M
aking forecasts for the new year 
is fraught with danger: twelve 
months ago for example one 
would not have predicted Brexit 

or the election of President Trump.
But it is that time of the year again and 

here goes. Prominent buzzwords in 2017 
will include open banking, PSD2, open APIs, 
AI, and again, Brexit.

The neobanks will continue to generate a 
disproportionate amount of PR activity and 
hype; expect them to grab more headlines 
about shaking things up and how they will 
teach the incumbent banks how to optimise 
customer experience.

In practice they will struggle to attract cus-
tomer numbers, but do not be surprised if 
we see more M&A activity such as the sale 
of Fidor in 2016 or strategic stake building 
similar to BBVA with Atom.

The ATM will celebrate its 50th birthday 
in July in a blaze of publicity – expect to see 
black and white images of celebrated UK 
sitcom star Reg Varney using Barclays’ first 
ATM in Enfield in 1967 – the writer will be 
one of the few on Timetric’s staff old enough 
to know who he was and appreciate just 
how big a star he was.

Barclays will reinforce its tradition for 
innovation with increased use of voice rec-
ognition software and cardless ATM with-
drawals. And we might finally see UK banks 
catching up their international peers, belat-
edly, by rolling out remote cheque deposit 
via smartphone.

Challenger brands in the UK such as TSB 
and Halifax will continue to punch above 
their weight with market share gains. Unless 
something extraordinary happens, first 
direct and Metro Bank will continue to top 
the UK banking league for net promoter 
scores.

Bank dividends might even come back into 
fashion in 2017: In recent years – save for the 
likes of RBC, Scotiabank, ANZ and NAB – 
reporting bank dividends has been a novelty. 
Bank of America recently attracted headlines 

by doubling its dividend to a princely $0.08; 
its dividend pre-crisis in 2008 was a whop-
ping $0.64.

Expect to see real progress with actual 
real-life uses of blockchain, with loyalty and 
rewards programmes one example where 
progress will be made.

In the US, Lord knows if the incoming 
president will dare to enact some of his wild-
er pledges such as abolishing the CFPB and 
repealing Dodd-Frank.

A full repeal looks improbable, imprac-
tical and foolhardy. A safer bet would be 
to forecast modest amendments that will 
relieve some pressure on community banks.

In a seasonal spirit of optimism, the sug-
gestion from this desk is that Trump will be 
nothing like as bad in practice as his enemies 
suggest, and not as radical as his supporters 
claim.

In a similar spirit, fingers are crossed 
at this end that election results in 2017 in 
France and Germany do not cause major 
economic and political nightmares.

One might even witness urgently needed 
rationalisation in Italy’s banking sector but 
that may be taking optimism to an extreme. 

Branch closures programmes are inevita-
ble: With 65 branches per 100,000 adults, 
Spain remains vastly over-branched. Italy 
(48), France (38) and the US (32) ditto when 
compared with the UK (25), Sweden (20), 
Germany (14) and the Netherlands (13).

On a less optimistic note, the UK govern-
ment will remain the largest shareholder in 
RBS, but we might see some light at the end 
of the tunnel if RBS can finally strike a deal 
to dispose of Williams & Glyn.

The sector will however remain hugely 
exciting and fun to cover. A very merry 
Christmas to all contributors, press officers, 
freelancers, PRs and subscribers and best 
wishes for 2017.

Douglas Blakey
Douglas.Blakey@retailbankerinternational.com
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B
anks that are closing branches in 
order to cut costs may be scoring an 
own goal, with as many as 40% of 
customers experiencing a branch clo-

sure taking their business to rival banks.
So says Bain’s 2016 Customer Loyalty in 

Retail Banking report. At first glance such a 
finding seems improbably high.

The survey reports major regional varia-
tions. Of survey respondents who experienced 
a nearby branch closure in the past year, 27% 
in the Netherlands and 54% in India said they 
completely switched banks or started using 
some products from a competitor 

Moreover, a branch closure caused Net 
Promoter Scores to drop by an average of 12 
percentage points, and as much as 21 points in 
France, compared with the scores of respond-
ents who did not experience a closure.

Bain argues that the Dutch experience is 
instructive for many countries. Dutch banks 
have not completely eliminated bricks and 
mortar, but rather changed the nature of the 
branch. ING has side counters in bookstores 
and tobacco shops, while SNS has franchise 
arrangements with insurance agents and 
other partner businesses. 

Most customers in this densely populated 
country still have access to a banker within 
walking or biking distance, but in a stream-
lined, low-cost format. So while many Dutch 
respondents said they have experienced 
a branch closure, relatively few switched 
banks or gave a lower Net Promoter Score 
as a result.

Given that many consumers still use a 
branch – 60% of UK respondents visited 
one during the previous quarter – the report 
contends that it would be dangerous to make 
large cuts to the physical network until cus-
tomers find it easy to handle routine transac-
tions through self-service digital channels. 

Banks can accelerate customers’ transi-
tion to digital channels, and planning for a 
new branch network should occur now, as 
it can take three to five years to reconfigure 
the network.

Many consumers – around 29% glob-
ally on average said Bain – said they would 
switch their primary bank if it were easy to 
do so.

Again, this is surprising as account switch-
ing has never been easier in the UK with the 
advent of seven-day switching – yet actual 
switching rates remain stubbornly low.

Younger customers globally were even 
more likely to desire a switch. India, Malay-
sia and the UK had the largest switching gap 
between young and old consumers.

Bain estimates that the largest 25 US banks 
would save more than $11bn annually if they 
reached the level of mobile and online bank-
ing use of their counterparts in the Nether-
lands.

They would improve their Net Promoter 
Score – a key metric of customer loyalty – 
by an average of 12 percentage points. That 
is because mobile interactions are far more 
likely to delight customers than interactions 
at branches or through contact centres.

The US has 32 branches per every 100,000 
adults, far more than countries such as Ger-
many and The Netherlands but more needs 
to be done to educate customers in using dig-
ital banking before further branch closures.

One of the most controversial claims in the 
survey is that the growth of mobile banking 
has moderated, increasing by just three per-
centage points in 2016 to 55%.

Mobile adoption has been highest among 
younger consumers, but there is still ample 
room for growth among those in their 50s 
and older.

Yet banks still have a major opportunity to 
encourage older customers to adopt mobile, 
as seniors’ mobile use is well below that of 
young customers in every country.

Mobile banking now exceeds online bank-
ing among consumers in most countries, 
with Sweden, South Korea, the Netherlands 
and Australia leading the way. A small group 
of heavy users drives much of the branch and 
phone activity in every country. Brazil and 
Mexico have the highest share of heavy users.

Besides the Netherlands, banks in a few 
other countries have made the greatest pro-
gress toward digital self-service by custom-
ers: Sweden, Poland and Australia. By con-
trast, Mexico, China, Hong Kong and India 
are the most branch-dependent markets

Direct banks and fintechs are taking a 
substantial share of new purchases on the 

strength of their relatively simple product 
lines and streamlined user experience, and 
appear to be well positioned to continue 
expanding their share.

Direct banks and fintechs’ share of prod-
uct purchases reached 34% in the UK, 29% 
in Germany and France, and double digits in 
16 of 19 countries surveyed.

Direct banks continue to lead in NPS rela-
tive to national, regional or smaller competi-
tors. In a few markets such as the UK and 
Germany, large branch-based banks gained 
ground.

Some big banks have demonstrated sus-
tained progress over the past few years. In 
the UK, Santander has significantly improved 
its NPS, rising to number two among tradi-
tional banks in 2015 and further closing the 
gap with the leader this year.

In Spain, BBVA moved up steadily to 
clinch the number two position among tra-
ditional banks last year and has continued to 
narrow the loyalty gap.

Only a few banks have held the top spot 
year-over-year, including USAA in the US 
and First Direct in the UK.

The report’s main conclusion: The big 
banks need to partner with digital providers 
to ensure they hold on to their customers.

This is a message that Australian banks 
well understand, evidenced by ANZ’s 
declared aim to be the country’s leading digi-
tal bank with the launch of its ANZ Blade-
Pay mobile point of sale terminal.

ANZ is the only bank to partner with 
Apple on its Apple Pay service, while its 
rivals continue to argue that they will bar-
gain collectively with Apple for better terms. 

By partnering with Apple, ANZ reports it 
has added some 100,000 new customers and 
boosted its standing with existing customers.

Conducted between July and Septem-
ber 2016, Bain polled 137,034 respond-
ent consumers of national branch network 
banks, regional banks, private banks, direct 
banks, community banks and credit unions 
in Australia, Brazil, Canada, China, France, 
Germany, Hong Kong, India, Italy, Japan, 
Malaysia, Mexico, the Netherlands, Poland, 
Singapore, South Korea, Spain, Sweden, 
Switzerland, the UK and the US.<

Customer loyalty in retail banking
Bain’s annual report on customer loyalty in global retail banking is generally one of the most readable 
reports of its type, and this year’s report contains some surprising and controversial findings. Douglas 
Blakey takes a closer look at the key conclusions and highlights 
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Canadian BTL eyes blockchain chance
Fintech startup Blockchain Technology Ltd (BTL) Group sees major opportunities for the blockchain in 
removing inefficiencies in inter-bank payments and settlement, bypassing the notoriously laborious 
process of using intermediaries, but can significant savings be made? Robin Arnfield investigates

C
anada-based BTL argues that block-
chain technology will enable financial 
institutions to make significant savings 

‘by removing the need for third-party 
intermediaries which add time, direct costs and 
risk to each settlement, and reducing settlement 
from three days to 10 minutes’.
“Using the blockchain in the wholesale part 

of a bank for settlements can be very effec-
tive, as it is slow and laborious using inter-
mediaries to transfer money between banks,” 
Christie Christelis, president and CEO of 
Canada-based Technology Strategies Inter-
national tells RBI. 

Interbit
Founded in 2015, BTL went public on the Toron-
to Stock and Venture Exchanges in November 
2015.  

BTL developed the Interbit cross-border 
settlement platform, which can be used for 
multiple industries including energy trading, 
banking and insurance. 

Interbit was initially based on Ethereum, a 
blockchain-based public distributed comput-
ing platform for smart contracts – computer 
protocols enabling contracts to be executed 
automatically without the need for third par-
ties such as lawyers to verify or enforce them. 
However, BTL decided to build Interbit using  
entirely its own software resources. 
“We’ve worked with some open-source 

solutions such as Ethereum in the past,” says 
Guy Halford-Thompson, BTL’s CEO.
“But, for us to go after the FIs, we needed 

a platform that was very scalable and ena-
bled us to strictly control privacy within the 
network. We couldn’t find anything in the 
blockchain space that would allow us to 
scale up and lock down data so no-one could 
see the transactions going on. Interbit is built 
with privacy, security and scalability in mind 
so that we can scale to the FIs’ needs.”

BTL does not operate its own blockchain 
network, unlike Ripple which has built a 
blockchain-based real-time gross settle-
ment network currently being tested by R3’s 
consortium of international banks. Instead, 
Interbit member banks license BTL’s API and 
run individual nodes and broadcast transac-
tions to their own network, using smart con-

tracts for multilateral netting and clearing 
and multilateral credit limits. 
“Our privacy rules enable us to restrict the 

private data to a specific network for the banks 
that are creating and using that data,” says 
Halford-Thompson.

Regulators have read-only, real-time access 
to Interbit transactions to monitor risk, BTL 
says. Interbit can be used for cross-border and 
cross-currency bank-to-bank payments and 
settlement, correspondent banking, P2P and 
B2B remittances, micro- and macro-payments.

Projects
“We are doing a few projects with Canadian 
banks, and we have partners that are working 
with Canadian banks,” says Halford-Thomp-
son. “But we can’t disclose the names of banks 
we are working with. Most of our focus is in 
Europe through our office in London, and the 
financial projects we are doing in the UK are 
our lead projects at the moment.”

BTL has a consumer-facing business 
through XapCash, the blockchain-based 
remittance operation which it bought in 
March 2016 and which is currently testing 
P2P remittances from Canada to the Philip-
pines via Interbit. However, BTL’s real focus 
is on licensing its Interbit platform to large 
companies, says Halford-Thompson.  
“The reason we initially focused on remit-

tances is that, when we started in 2015, the 
banks weren’t yet interested in the block-
chain,” he says.

Halford-Thompson says BTL is careful 
not to claim that Interbit is a replacement 
for SWIFT. “We see it is an alternative for 
certain specific cases, but SWIFT is going to 
be around for a long time to come,” he says.  

Visa Europe
In September 2016, BTL and Visa Europe 
Collab, Visa Europe’s innovation hub, 
announced a proof-of-concept pilot to test 
potential applications for blockchain tech-
nology in the financial services ecosystem.
“The project will use Interbit to explore 

how blockchain-based settlements can 
reduce the friction of domestic and cross-
border transfers between banks – reducing 
cost, settlement time, credit risk, and using 

smart contracts to automate many of the 
regulation and compliance requirements of 
domestic and international transfers,” says 
Hendrik Kleinsmiede, Visa Europe Collab’s 
co-founder and innovation partner.

Visa Europe has invited a small number of 
European banks to participate in the project, 
which will run until the first quarter of 2017.
“Participating banks will be able to connect 

to the network and send funds across multi-
ple currencies,”said Kleinsmiede.
“Through the use of smart contracts and 

blockchains I believe we can create a fast, 
compliant and low-cost interbank payment 
and settlement service.”

Industry view
“We think distributed ledger technology – 
which is what I prefer to call the blockchain 

– has significant potential for as disruptive 
force in payments systems,” says Jan Pilbau-
er, executive director for modernisation and 
CIO at Payments Canada. “It has the poten-
tial to revolutionise any transaction system.”

Payments Canada is working with Cana-
da’s central bank, the country’s five largest 
banks, and the R3 consortium on a block-
chain interbank payments proof-of-concept 
trial called Project Jasper.
“From the project we have concluded that 

right now blockchain technology as a part of 
a core clearing and settlement system is not 
ready for production yet. Payments Canada 
processes C$3m ($2.25m) a second and we 
don’t want to introduce any risk into that.”
“Initially, the blockchain had too close an 

association with bitcoin and this had posi-
tive and negative connotations,” says Jason 
Davies, MasterCard Canada’s head of digital 
payments.
“The blockchain has now grown up and 

is being seen as a new internet protocol. 
MasterCard is interested in the blockchain 
and we’re working on some new proofs of 
concept for what it can be used for. I think 
the first applications might be in core bank-
ing transactions rather than in payments. 
“My personal view is that it is early days for 

the blockchain and we will go through a lot 
of experiments before we see it adopted as a 
new platform,” Davies concludes. <
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Scotiabank pips RBC to be Canada’s top 
bank for digital sales functionality
Scotiabank significantly upped its game in 2016 to top Forrester Research’s digital sales functionality 
rankings of Canada’s five biggest banks – just ahead of long-time leader RBC. Robin Arnfield talks to 
Forrester’s Alyson Clarke, principal analyst, e-business and channel strategy

F
orrester Research’s 2016 Digital 
Sales Functionality Benchmark gave 
Scotiabank an overall score of 82 out 
of 100, due to a series of improvements 

that moved the bank up from fifth place in 
2015. RBC Royal Bank of Canada (RBC) 
came second with 81, followed by CIBC 
with 77, BMO Bank of Montreal (BMO) 
with 68, and TD Canada Trust (TD) with 60.

Purchase journey
“For the benchmark, we look at the whole 
online and mobile purchase journey includ-
ing customer on-boarding,” says Clarke, 
the study’s lead author. “Our criterion is to 
look at a bank’s websites and mobile apps 
through the eyes of someone wanting to get 
a chequeing account.”

Forrester Research divides the purchase 
journey into four phases: discover, explore, 
buy, and onboarding.
“Obviously, there is a different purchase 

journey depending on whether you are a 
new prospect or an existing customer,” says 
Clarke. “Whereas a new-to-bank applicant 
has to complete all the relevant questions, 
an existing customer should be able to log 
in via online or mobile banking and have all 
the questions pre-filled. I see a lot of variance 
here with Canadian banks. 
“While the banks have invested in technol-

ogy enabling customers to apply via mobile 
phone, some of them forget that the rest of 
the purchase journey can also happen on 
mobile devices, and that the journey will dif-

fer depending on whether you are a new or 
existing customer.
“In the Discover and Explore phases, when 

applicants are working out what their needs 
are and what products the bank has, they’re 
looking for product information and com-
parison tables.
“If you are a prospect using a smartphone 

or tablet, you won’t want to download the 
bank’s app, you will look at their mobile site. 
But, if you have a credit card with the bank 
and want to open a chequeing account, you 
will probably download the bank’s app first.”
“We want to see information about the 

product and services, comparison tables and 
personalised recommendations both on the 
PC and mobile sites for prospects, and in the 
mobile and tablet apps for existing custom-
ers,” Clarke explains.

Only CIBC and Scotiabank offer rich 
product information to existing customers 
via mobile apps and tablet apps.
“The other three banks only provided the 

information on their mobile sites,” says 
Clarke. “CIBC and Scotiabank have clearly 
thought about their existing customers who 
are going to the app first, not the mobile site.”

Scotiabank 
“The interesting story is Scotiabank,” says 
Clarke. “It moved from last place in 2015 
with 49 out of 100, which we saw as just 
meeting customers’ needs – not a great over-
all score – to 82. Scotiabank beat RBC by 
just one point, but RBC had been the leader 
from 2013 through to 2015.”

Scotiabank’s investment in digital sales has 
clearly paid off, Clarke says. “This is because 
Scotiabank focused on the sales journey, 
account-opening and other areas where it 
was very weak.
“In 2015, Scotiabank got 21 out of 100 

in the buy phase, and this year it got 70. In 
onboarding it got 30 in 2015, and this year 
it got 95 out of 100.”
“RBC has been very strong year after year,” 

Clarke continues. “It hasn’t made massive 
changes in the last few years, and has mainly 

made some changes to keep up with where it 
is at. Like Scotiabank, CIBC did an overhaul, 
which is why it came third this year. We are 
seeing the banks that undertake overhauls 
move up the rankings. 
“CIBC and Scotiabank used the new meth-

od of faster innovation, using design think-
ing and continual iterations to redesign their 
digital sales experience. Both banks are mak-
ing constant little improvements to the sales 
experience instead of just releasing a new 
app or site, and leaving it alone for a few 
years before relaunching it.”

Signatures
Until July 2016, Canadian banks had to get 
a wet signature from customers when open-
ing accounts. “Even though you could apply 
digitally, the account wouldn’t be opened 
until the bank got a wet signature from you,” 
explains Clarke.
“In June 2016, new legislation was intro-

duced which allowed customers to open 
accounts with electronic signatures through 
the provision of personal information such 
as driver’s licenses. RBC was the only bank 
prior to this date allowing electronic signa-
tures. In 2015, RBC began allowing cus-
tomers to sign account applications on their 
mobile phone, making the phone a signature 
pad. The other banks stuck to paper signa-
tures.”

Although Canadian banks knew six 
months in advance that the rules were going 
to change, only Scotiabank implemented 
digital signatures for new account opening, 
says Clarke. “Scotiabank used its digital fac-
tory to digitise the account-opening process,” 
she says. 
“The old Scotiabank online and mobile 

application process took 10 minutes to com-
plete online and 15 days for the account to 
be activated and opened at the back end. The 
new application takes five minutes and the 
account is opened in real time.
“Scotiabank, which had been very weak in 

the buy phase, really improved the on-screen 
account-opening process.

n DIGITAL SALES, CANADA, BIG FIVE BANKS 
DIGITAL SALES FUNCTIONALITY, 2016 

SCORES OUT OF 100

Scotiabank 82

Royal Bank of Canada 81

CIBC 77

Bank of Montral 68

Toronto Dominion 60

Source: Forrester 
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“A key reason why Scotiabank got such a 
high score was because it digitised account 
opening at the back end so it can open 
accounts in real time.”

Scotiabank had also been weak in the 
onboarding phase, which involves wel-
coming new customers and helping them 
understand the product or service they have 
bought.
“It made significant improvements in its 

onboarding process and also redesigned its 
home page, which now includes some life 
event content,” says Clarke. 
“There are multiple ways to navigate the 

content on Scotiabank’s site. Some people 
want to go straight to the products and look 
at credit cards or bank accounts, for exam-
ple. But, if there are things happening in their 
life like starting a new business or going on 
vacation, customers can click on the appro-
priate life event on the home page.
“What then happens is that the home page 

content changes and the relevant life event 
content is displayed on the home page so the 
customer can see it more quickly.”

Responsive design
“Another thing that Scotiabank does very 
well, and which is missing at other banks, is 
genuine responsive design,” says Clarke.
“Typically, most banks have moved, or are 

moving, to responsive design. The reason 
they are doing this is because they built great 
online sites, but then everyone moved to 
mobile, and their desktop sites didn’t work 
on mobile. 
“The problem is that banks went to a one-

size-fits all approach to responsive design. 
They designed their sites to fit onto mobiles, 
but their mobile versions then lose a lot of 
the richness of their tablet or desktop sites. 
When you look at a site on a PC, it has three 
columns of information and, on the phone it 
just has one column, so it shrinks.”

Scotiabank’s mobile site didn’t lose the 
depth of content offered on its desktop site, 
Clarke says. “They implemented responsive 
design without losing the richness of experi-
ence. A lot of other bank websites around 
the globe lost the breadth of content for their 
mobile sites, which have product brochures 
but no videos, educational information or 
calculators. These sites lack the ability to 
educate customers and help them with their 
needs beyond content, something which 
Scotiabank has been doing very well for sev-
eral years.”

Building relationships
“New customers are looking for a banking rela-
tionship, not just to buy products on a one-off 
basis, so banks need to think of sales in terms 
of relationships,” says Clarke.

“Scotiabank is good at building relation-
ships with its new customers through edu-
cational content. On its product pages, there 
are tips on how to reduce your banking fees, 
for example. 
“Also, Scotiabank has for several years been 

good at providing tools that compare accounts 
and make recommendations. These tools give 
you both the best product fit and the next best 
product fit, and look great on both mobile and 
PC because of the way Scotiabank uses respon-
sive design. They also tell you why they’ve 
made these product recommendations.”
“Scotiabank is strong in mobile all the way 

through, including product information and 
comparison tools, and they also provide 
human assistance in their mobile app.
“There is a phone icon on Scotiabank’s 

mobile screen, which customers can click to 
call an agent. This phone icon is missing on 
many other banks’ mobile apps and websites, 
although banks are starting to introduce 
web chat. When a customer wants to buy a 
product, they should be able to get help very 
quickly.”

Mobile banking benchmark
2016 was a good year for Scotiabank in 
terms of rankings. Not only did its interna-

tional operation win an award for best digi-
tal strategy at RBI’s Retail Banking Awards 
in June 2016, but Forrester Research gave 
Scotiabank and CIBC top position in its 
2016 Canadian Mobile Banking Functional-
ity Benchmark in May 2016.

CIBC and Scotiabank tied with a score of 
81 out of 100, beating BMO, RBC and TD.

The Forrest Research study found that, 
while all Canadian banks had improved 
their mobile banking functionality, “CIBC 
excels by marketing products, providing 
research content and offering full product 
applications, all through its banking app. 
Scotiabank provides a range of clear, user-
friendly account management tools.
“Both banks help customers reach other 

channels through branch and ATM finders 
and phone numbers.”

Forrester Research said CIBC stood out 
for its product marketing features such as 
pre-approved offers and pre-filled forms 
within its app and for supporting a wide 
range of mobile touchpoints.

Scotiabank received a commendation for 
its strong account-management features as 
well as its service features such as help and 
alerts, and clear guidance for customers 
across its channels.<
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What will 2017 bring to banking? 

Experts from the retail banking and financial services industry review the primary talking points of 2016, 
but as thoughts turn to 2017, what will be the industry’s key growth drivers of tomorrow and beyond?  Will 
the challenger banks take more of a market share? Will innovations continue to surprise us? 

Sophie Guibaud, VP of European expansion, 
Fidor Bank
Historically, bank CEOs haven’t pushed inno-
vation hard enough, preferring to satisfy share-
holders than to bring new methods to custom-
ers. However, in 2016 in particular, they’re now 
fully realising they fall short when it comes to 
innovation, and are gobbling up small fintech 
startups faster than ever.

Now, a quarter (25%) of global banks 
would buy a fintech company, and 60% 
would partner with one – I consider this to 
be incredibly positive both for businesses and 
customers alike.

The very idea of sharing banking data 
could set alarm bells ringing in the minds of 
many ordinary consumers in terms of secu-
rity and privacy. As a result, the use of APIs 
in banking has largely been limited. However, 
Open Banking really ramped up this year 
and will give the European banking industry 
the shake-up it needs in 2017.

The benefits of sharing this data, which 
gained real traction in 2016 due to PSD2 – 
with customer consent – greatly outweigh 
the risks as it will help increase transparency, 
competitiveness and foster innovation that 
should ultimately benefit consumers.

This year saw the take off of a wide variety 
of biometric security measures, from finan-

cial organisations. From fingerprints to facial 
recognition, we are moving beyond the realm 
of science fiction to everyday banking trans-
actions. Passwords are problematic, and in 
the digital age customers struggle to keep 
track of which password applies to which 
account and in many cases, these passwords 
can easily be hacked.

Biometric authentication is undeniably 
the future of mobile security and it’s a hugely 
positive step that large players are starting to 
put customer experience at the heart of their 
processes.

For example, in 2016 HSBC announced 
its plan to introduce selfie authentication 
for setting up customer accounts, while 
MasterCard built fingerprint sensors into its 
cards, offering customers increased security 
and a smoother banking experience.

Looking ahead to 2017
Up to this point artificial intelligence (AI) in 
banking has been a critical, but mainly back-
room technology used by financial organisa-
tions, especially challenger banks, to unearth 
deep customer insights to offer personalised 
products.

However, we’re now in an era where cus-
tomers expect quicker, more responsive ser-
vices from their banks and in 2017 will see 

the full roll out of AI-driven solutions that 
aim to meet these heightened expectations, 
while ensuring consumers receive the person-
alised approach they also demand.

Chatbots, which answer customers’ inquir-
ies and resolve their problems, will become 
the new norm for banking customers around 
the world next year. We’ve seen a number 
of test cases deployed in 2016 but many of 
the big players including MasterCard will be 
jumping head first into offering chatbot ser-
vices across the board in 2017.

From an industry perspective, 2017 will be 
a big opportunity to really prove how effec-
tive consumer-facing AI solutions such as 
chatbots can be, when applied to everyday 
customer service.

With the Payments Services Directive 
(PSD2) scheduled to be enforced in 2017, it 
will grant access to customer bank accounts 
and transaction data to third-party providers 
via a dedicated set of application program 
interfaces (APIs).

As customer data opens up across Europe, 
account aggregation, whereby compiling 
information from disparate, different finan-
cial accounts for a consumer, will likely be a 
key growth area.

In practice, what this means is that finan-
cial institutions can become central to a cus-
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tomer’s daily transactions, regardless of what 
accounts they might come from. 

Meanwhile for the industry, organisations 
can gain deeper insights into individual con-
sumers and what financial products might 
appeal to them currently, or in the future. 
The wealth of data available will result in the 
continued innovation of financial products 
which will put the customer at the heart of 
their development.

Alex Kwiatkowski, senior strategist – 
banking and digital channels, Misys
Buckle up for exciting times ahead in the 
retail banking sector as the developments of 
2016 have kickstarted the need to drive inno-
vation in the New Year.

Key initiatives shaking up the indus-
try include: the Competition and Markets 
Authority backed move to open up banking; 
the implementation of PSD2; and delivering 
on the vision of the EU’s General Data Pro-
tection Regulation. 

With deadlines for all three looming in 
2018 we can expect each to absorb atten-
tion and resources over the coming year. But 
the potential rewards to be reaped by banks 
extend far beyond simply achieving regula-
tory compliance. 

Faced with these challenges the industry 
will see the emergence of two-speed bank-
ing. Those in the fast lane will be preparing 
for open standards and PSD2, collaborating 
with technology providers and empowering 
themselves with data. Banks in the slow-lane, 
however, will be hindered by legacy technol-
ogy and risk falling behind in this highly 
competitive market.

With the Financial Conduct Authority 
(FCA) giving the go ahead for cloud comput-
ing use in UK financial services earlier this 
year, and a groundswell of industry research 
pointing to its benefits, we can expect more 
and more banks to embrace the cloud 
throughout 2017. 

One step beyond that, a Platform-as-a-
Service (PaaS) model which opens up core 
systems and brings communities together to 
respond to today’s app-driven economy will 
gain traction. Those taking advantage of 
PaaS strategies in 2017 will ultimately be the 
ones leading the way, reaching new heights 
of competitive differentiation and gaining 
access to app-driven capabilities.

Hans Tesselaar, director, BIAN 
The banking industry has changed almost 
beyond recognition in recent years, but the 
digital transformation that we have experi-
enced so far is just a fraction of the shift that 
is to come. 

Big data, the internet of things (IoT), vir-
tual reality, and AI are not just buzzwords. 

It’s true that while some of these develop-
ments will simply fall by the wayside of tech 
developments that never took off (at least in 
the financial sphere), others will continue 
to fundamentally shake the industry – it’s 
up to banks to evaluate the potential within 
each of these developments. However, with-
out the army of developers required to test 
these innovative developments at the pace 
required, banks are struggling. 

In 2017, we’re going to see banks ramp-
ing up their efforts to recruit tech talent and 
position themselves firmly as tech companies. 
This isn’t as major a shift as it may seem. The 
financial industry has been the leader in tech 
for many decades. 

It was one of the first to adopt automation 
on a massive scale. But over time, being an 
early adopter has translated into huge leg-
acy issues and lumbering old systems with 
incremental updates, while newcomers have 
swept in built on modern tech from the start. 

The smartest banks are working together 
to navigate the future of core banking IT 
systems – developing a standardised global 
framework that fits across all banks, so that 
consumer-facing next generation API tech-
nology can fit easily on top of this.

But failure to shout about the work they 
are putting into this, means the perception 
of banks as anti-innovation remains. In the 
New Year we can expect to see banks focus-
ing their efforts heavily on addressing this 
perception problem.

Ben Robinson, chief  strategy and 
marketing officer, and Dharmesh Mistry, 
chief digital officer, Temenos 
In the past, when a sector has faced tech-
nological disruption, the dominant incum-
bent ends up dislodged. In 2016, we have 
seen that banking is currently vulnerable to 
technological change. Our own research ear-
lier this year found that half of retail banks 
believe fintech will bring an end to branch-
based banking, and the majority predict that 
retail banking will become fully automated 
within five years. That represents huge, fun-
damental change.

With the onset of this rapid disruption, it 
has become clear that increasingly stringent 
consumer expectations are outpacing the 
capabilities of banks’ creaking legacy sys-
tems. In 2017, we can expect this trend to 
continue – in software as well as hardware 

– allowing smaller providers to take on new 
roles in their customers’ lives. 

While retail banking challengers will 
increasingly pursue personalisation as a dif-
ferentiator, wealth managers will continue to 
look more to robo-advice and AI, offering 
personal financial advice in a semi-automat-
ed fashion, day and night.

User experience will become increasingly 
seamless, whilst customer interfaces will be 
cleaner and more intuitive.

The way we interact with each other and in 
business will start to see a significant impact 
from voice recognition, AI and augmented 
reality – in fact, these processes are already 
making their mark. 

Barclays recently introduced voice recogni-
tion software for phone customers, cutting 
out the need for multiple security questions 
and passwords, while Santander has an app 
that allows customers to voice questions 
about their transaction history rather than 
have to search manually for the data. 

The result is speedy access that can’t be 
matched in-branch: 2017 won’t see the death 
of the bank branch, but we will edge closer 
to it.

As we stand on the cusp of the Fourth 
Industrial Revolution, banking customers 
have seen the future and are demanding it 
today.

David Hamilton, CEO, eWise 
In the UK, the Access-2-Accounts provision 
within PSD2 – alongside parallel initiatives 
such as OpenBank and recently published 
remedies from the CMA – will introduce a 
new wave of technology and competitive 
openness. 

This new world of openness will likely 
present opportunities and challenges to both 
sides of the value-chain: banks and third-
party processors. 

PSD2, OpenBank and the CMA remedies 
introduce front doors to data to which banks 
will need to provide third parties with the 
keys. These freshly mandated open APIs will 
be a milestone in banking technology and 
regulation, creating a tremendous industry 
buzz.

 However, considering the scope of each 
initiative and their projected implementa-
tion timetables and specification principles, 
it is apparent that PSD2, OpenBank and the 
CMA remedies offer access to the same thing: 
the end-user’s basic current account, albeit 
with different technical standards and imple-
mentations – essentially, three different front 
doors.

Worse still, these doors lead into the same 
room. While all three initiatives address the 
scope of the basic current account, each ini-
tiative varies in its inclusion of credit card, 
overdrafts and savings accounts.

Furthermore, only the CMA remedies 
address loan products, and these are in the 
context of business accounts only. 

With the average consumer and small busi-
ness customer possessing a broad range of 
financial services products including current 
accounts, credit cards, personal loans, leases, 
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insurance, ISAs and various other investment 
and credit accounts, the scope of these open 
API initiatives might leave some of us feeling 
underwhelmed when it comes to providing end 
users with innovative, convenient and value-
added services driven by a truly comprehensive 
picture of their financial relationships.

One might even ask how, without a plat-
form able to aggregate data from a com-
prehensive range of target institutions and 
a broad list of product types, a third-party 
processor could build a sustainable business 
model given how limited and crowded the 
front room will be.

PSD2, Open Banking and the CMA rem-
edies simultaneously introduce complexity 
and a narrow scope. We enter 2017 with 
more questions than answers. 

Bill Sullivan, head – financial services, 
Capgemini
Historically the financial services industry 
has been a pioneer in harnessing technology 
for better customer service. We expect the 
same to continue at a greater pace in 2017. 

Increased digitisation, coupled with the 
high penetration of smartphones, is trans-
forming the way financial services are being 
delivered.

The adoption rate for mobile wallets 
and contactless transactions is expected to 
increase even further. An open-API approach 
will help firms in creating a financial ecosys-
tem around customers. 

Regulators are also playing their part to 
encourage open banking through regulations 
such as PSD2, as well as promoting innova-
tion and compliance through new frame-
works and guidelines and stress tests using 
sandboxes. 

The industry is witnessing innovative solu-
tions from leading banks and fintech firms 
across banking areas such as lending, pay-
ments, operations and compliance.

Banks have been quick to collaborate with 
fintechs to develop innovative, easy-to-use 
and cheaper services. 

While most organisations are executing 
digital initiatives in some form, complete 
transformation to digital is yet to be achieved.

Organisations are looking to overcome 
operational inefficiencies through robotic 
process automation, which will also result 
in large-scale cost savings. 

As we enter into 2017, advanced forms of 
automation utilising AI will also help banks 
in provide relevant and personalised solu-
tions to customers.

The more intuitive properties of AI, along 
with new methods of authentication such as 
biometrics, are also going to prove very use-
ful in terms of customer servicing and fraud 
prevention.

Richard Broadbent, general manager – 
banking, Wincor Nixdorf UK/Ireland
Banks have a lot to tackle in 2017 as the 
regulatory and compliance bars are raised 
ever higher. While this is bound to absorb 
a significant amount of time and budget 
focus, I believe 2017 will see financial insti-
tutions begin to lay the ground work for their 
branch transformation plans of the future 
by investing in new technology, trailing new 
services and better integrating their digital 
experiences in-branch. 

So called branch transformation is by no 
means a new concept, but many organisa-
tions are yet to fully embark on a plan for 
change. While branch transformation will 
take several years to execute, I do expect the 
industry will make significant strides next 
year with a clear focus on improving cus-
tomer, staff and cash journeys. 

The competitive landscape within the 
banking industry will also continue to thrive. 
While this may not impact mainstream com-
petition right away, the desire of challenger 
banks and fintechs to change how we think 
about financial services and what we should 
expect as consumers will definitely have far 
reaching consequences.

While this may not fully play out in 2017, 
it will undoubtedly have a knock-on impact 
for self-service which will be used to stream-
line operations and offer enhanced services 
to customers. Integrating contactless will be 
the first of many areas of service improve-
ment and digital enhancement. 

Finally, the Bank of England has also com-
mitted to introducing the £10 polymer note 
in the summer of 2017. This is a significant 
change programme that will affect everyone 
within the industry – so financial institutions 
need to be ready for the transition when it 
happens.

This is just one of many innovations that 
we are seeing in our industry today, making 
it ever more important for financial institu-
tions to listen to their customers, leverage the 
data they have at their disposal and future-
proof their technology for the changes that 
will be an inevitable part of the evolution of 
retail banking. 

Stuart Lacey, CEO and founder, Trunomi
In 2016, personal data has become an asset 
class in its own right. If used correctly, it 
can offer value to both sides of a transac-
tion; more immediate, personalised experi-
ences for the customer and less risk, less cost, 
higher conversion and better brand loyalty 
to the company. 

Although we have seen a growing respect 
for the use of personal data, many compa-
nies are still learning the hard way through 
data breaches, mismanagement and the loss 

of reputation. In 2017, the rise of the per-
sonal data economy will truly take hold in 
the payments sector.

This means that customers will demand 
that personal data that is linked to their 
payments is only used within the bounds of 
their informed consent. Payments firms must 
grapple with the desire to build on new rev-
enue streams from valuable customer data 
versus the need to meet customer calls for 
more transparency and less abuse of person-
al information. In this regard, 2017 will be a 
critical year to build trust by fundamentally 
upgrading systems and processes to capture, 
store and use customers' personal data. 

This is not only for the above noted ben-
efits but, in particular for firms doing busi-
ness with EU citizens, they must prepare for 
the imminent arrival of the new data privacy 
law: The General Data Protection Regula-
tion (GDPR).

The law brings massive fines into play in 
early 2018. In a world where the customer 
relationship is no longer owned by the com-
pany, but increasingly by the customer – trust 
and transparency has never been so critical.

Francesco Burelli, Accenture
The implementation of regulation in Europe 
next year will prompt a shift. The intro-
duction of Payment Initiation and Account 
Information Service Provider roles by non-
banks (PISP and AISP respectively) will see 
the market opened up. 

The implementation of APIs will introduce 
efficiency in payments infrastructures and 
connectivity, and will shake the competitive 
landscape. Payments will evolve, but incum-
bent products will not disappear. Instead 
they will coexist with an array of new value 
propositions. 

New entrants will compete for customers 
and user preference, hoping to change con-
sumer behaviour. Remember, real-time pay-
ment systems are not new: They have been 
around since the Seventies. However, never 
before have they acquired such prominence 
and potential for new payment solutions. 
Some may argue that payment certainty can 
be provided without immediate settlement 
or clearing, nonetheless, the roll out of real-
time payment solutions will provide a base 
for convergence between account-based and 
plastic payment types. 

It is likely that new blockchain solutions 
will keep being tested as an alternative to 
incumbent correspondent banking business 
models. Globally, we will also see continued 
growth in mobile payments, particularly in 
developing countries where mobile provides 
an alternative to retail banks and a cost-
effective channel for basic financial services 
solutions. 
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As activity increases, central banks and the 
Bank of International Settlement will turn 
its attention to the provision of regulation. 
Donor funding will also play a part to drive 
a relationship between financial services and 
telecommunications-owned infrastructure. 

Finally, identity management and pay-
ments will keep overlapping. Authentication 
and security remain critical, particularly as 
payments become more digital and friction-
less. It is likely that fraud will keep being a 
growing threat to the industry.

As financial firms digitalise to meet cus-
tomer demands for mobile and multi-channel 
access, they must work to protect themselves 
from new cyberthreats from an ever-expand-
ing and sophisticated set of cybercriminals. 

Matthew Key, head – customer engagement, 
BT
Looking ahead to 2017, I see five main tech-
nology trends in the retail banking sector: 

Blockchain
While the discussion around blockchain is 
not new, and investment banks have been 
leading the way in blockchain experimen-
tation, I expect to see significant trials and 
proofs of concept conducted by large insur-
ance firms and retail banks in the coming 
year.

It is possible that some blockchain-
powered solutions may even be launched, 
although I believe mainstream launches are 
still a couple of years away. 

Cloud services
In 2016 we have seen a significant change in 
attitude as more and more banks have started 
to fully embrace cloud services recognising the 
cost-cutting and agility-improving benefits that 
they provide.

We have seen some firms even starting to 
adopt a Cloud of Clouds strategy that per-
mits bringing together all the distinct, dis-
connected cloud services under central man-
agement, using a single network to manage 
all data and achieve the full set of benefits. 
We can certainly expect to see the increased 
uptake of such services in 2017, with cloud 
becoming the universally accepted norm. 

New authentication technologies
The use of biometrics has matured over the 
course of last year, and biometrics will con-
tinue playing a major role in authentication 
in the year ahead. We are likely to see an 
increase in the use of a blended approach to 
biometrics.

For example, a bank client wishing to 
make smaller transactions of up to £500 
($624) might be identified using a fingerprint. 
That, however, might be insufficient for larg-

er transactions and, as such, banks would be 
able to employ a method combining a finger 
print and an iris scan. 

IoT
The ever-growing number of data sensors 
and clients becoming increasingly comforta-
ble with the IoT idea means that banks might 
be able to create highly sophisticated systems 
never seen before.

The use of the IoT could improve the 
mortgage-application process by employ-
ing data intelligence pertinent to a specific 
property. This could include a property’s 
history of subsidence, flooding, weather pat-
terns, crime history or any other historical 
data. Using the IoT, banks could develop a 
real-time analysis of risk in a specific area, 
making risk profiling much more personal-
ised and quicker. 

Personalisation
We have started seeing this trend unfold this 
year as many financial services providers in 
the retail space have been adopting various 
data-driven personalisation solutions.

From a purely technological point of view, 
most personalisation solutions are available 
and ready to use. In 2017, we will see more 
and more banks adopt these. 

Bethan Cowper, head – global marketing, 
Compass Plus
As 2017 gets underway and we begin to 
prophesise for the future, we start to make 
educated guesses based on informed insights 
as to what is in store for payments. In light 
of this perpetuating question – and perhaps 
in spite of it – what we should be asking this 
new year, is not what is new for payments? 
But instead what is old? What is holding us 
back? What hurdles must we overcome?

We know card uptake is increasing glob-
ally year-on-year, as card-carrying consumers 
add more variation to their wallets and the 
unbanked population continues to decline 
thanks to the availability and accessibility of 
payments products. 

We know cash isn’t dead or dying, but 
choice across channels is growing as we con-
tinue to embrace contactless, NFC, biom-
etrics and, for some, niche technologies like 
wearables.

In 2016, I would argue we have also learnt 
that as the world becomes more electronic 
in terms of making payments, regional dis-
parities are actually becoming more appar-
ent, rather than human behaviours more 
cohesive.

Different people have different habit-
ual characteristics, whether based on 
demographics, geography, religion or socio-
economics and this disparity is clear. 

How can financial institutions across the 
globe rise to the challenges that customers, 
geographies, politics and regulations will 
bring in 2017? This brings us nicely back 
around to the question of what is old?

2016 taught us that while old is good – 
better the devil you know than the devil you 
don’t – it will not last forever. High-profile 
system crashes, well-known banks with 
mobile apps that stopped working, cus-
tomer data being stolen left, right and centre, 
hackers attempting to steal huge amounts of 
money, banks failing stress tests and massive 
internet banking downtimes all suggest that 
perhaps it is time for FIs to futureproof their 
payments infrastructure, and subsequently, 
their business. 

In 2017, we should therefore see FIs invest-
ing more in their back-office systems. The 
recent trend toward new payments technolo-
gies has led to an emphasis on resources at 
the front-office side, regardless of the knock-
on strain this brings to the back-end. In order 
to fulfil the digital transformation promises 
being made to their customer bases, FIs will 
need to take more interest in the capabilities 
and shelf-life of the backbone architecture 
that enables these modern functionalities. 

The growing regulations that must be 
adhered to with transparency around com-
pliance, the sheer volume of transactions, 
and complex workflows that increase opera-
tional risk have led to the need for efficiency, 
to bring FIs control over the entire payment 
lifecycle, from initiation to settlement. The 
reputational risk is too high not to address 
these issues, building the best technological 
and strategic platform to move the business 
forward. 

Transformation needs to take place at 
a platform level in order to overcome the 
constraints legacy platforms still threaten. 
Whilst there is open resistance to large-scale, 
expensive and sometimes disruptive in-
house technological change, a scoping study 
to identify and prioritise the modernisation 
process, starting with the functions that con-
tribute to business growth, can go a long way 
to getting all stakeholders on board. 

With a clear understanding of business-
critical issues and a strategic road map in 
place, incremental changes can be made in 
order to satisfy operational, functional and 
budgetary requirements. For some FIs, this 
may involve working with partners or even 
outsourcing certain capabilities, in order to 
maintain control, whilst retaining the ability 
to quickly offer new products and services. 

The payments landscape has never been 
more exciting or fluid, and in 2017 the hope 
is that FIs futureproof their technology infra-
structure to ensure that they can support 
whatever may be around the corner.<
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Inviting customers to make a U-turn 
Are UK customers ready for turning? Charles Wheeldon talks to Alex Letts, chief ‘unbanking’ officer of UK-
based challenger U. Letts believes that consumers are ready to opt for banking transparency in return for a 
modest monthly fee but, in the current market environment, is he right?

L
ocated in a Sheffield, with a staff of 
just 35, U has become one of the latest 
challengers to take on the established 
banking model with the professed aim 

of providing a more transparent fee structure 
to millions of UK banking customers who U 
claims are being short-changed by a system 
that is treating them unfairly. 

U offers the concept of ‘unbanking’ – the 
idea that customers do not really need a bank, 
that money and services can be obtained 
from financial services providers in the form 
of loans, insurance and mortgages.

U claims it is not a bank, but ‘will recon-
figure the supply chain to put in place a 
platform in the middle to service products 
and provide a different way of dealing with 
customers’.

The man behind the new venture is self-
styled chief unbanking officer Alex Letts, 
who says U’s target customer base is the 16 
million UK banking customers currently pay-
ing unexpected overdraft fees of up to £100  
($124) a month, with the average customer 
being hit with a monthly £55 charge. “These 
are the people who can least afford it” Letts 
tells RBI. “And to be brutally frank it’s not 
in the banks’ best interests to help them.”

He points to a Competition and Markets 
Authority report published in August that 
highlighted the banking industry is skimming 
£1.5bn annually from people who believe 
they are receiving free in-credit banking. 

Not so, he says. In fact, only 44% of 
such customers have free banking, with the 
remainder paying because they slip into their 
overdraft, or are paying a fee to arrange one.
“These are Theresa May’s JAMs – or peo-

ple just about managing” says Letts. Usually 
earning £20–30,000 a year, these are the cus-
tomers who end up being given unarranged 
overdrafts and who end up paying £1.25bn 
a year between them.

Warming to his theme, Letts cites three 
examples of the consequences of borrowing 
money for a typical JAM customer. One hun-
dred pounds borrowed for 20 days from pay-
day loan provider Wonga costs £10.40 with 
an APR of 1,500%. An arranged overdraft 
with a high street bank over the same period 
costs £20, with an APR of £2,500%. But 

having an unarranged overdraft with a bank 
for 20 days, at £5 a day, actually costs £100.

Letts says the established banks can only 
offer free banking if they stick with this 
model because it is linked to their inflexible 
technologies, their operational scale and the 
way they are structured. He acknowledges 
that by law they have to offer basic accounts, 
but points out there are only 7.7 million 
UK basic banking customers – 11% of the 
market – compared to 43.4 million so-called 
free in-credit customers – 62% of the mar-
ket. Because it is so difficult to levy fees onto 
basic customers, banks are encouraging them 
to upgrade to free-in-credit. And, with the 
exception of just three banks, free-in-credit 
customers cannot opt out of unarranged 
overdrafts.

Letts’s antidote to this is the online U 
account launched at the end of October 
which, with £8m in backing so far. Running 
for two months, it trailed with an initial cus-
tomer base of 5,000, with 70% accessing via 
smartphone and the remainder via PC. 

He claims all the functionality of a current 
account plus extra features. These include 
visualisations of customer activity in the 
form of graphs and pie charts that enable 
customers to see where and when they have 
spent money, which U is able to provide by 
analysing the merchant codes from where 
goods and services have been purchased. 
Letts claims this as superior to the list-based 
account information of bank statements.

But one of the most important features, 
Letts claims, is the ability to set up sub-
accounts to ensure that money is available 
for customers’ regular essential spending. 
Typical U customers are transferring £50-
100 a month into these accounts to ensure 
their basics get paid. Customer information 
is also provided via a user-friendly dashboard 
which serves as an executive information sys-
tem with data such as account balances and 
payments pending.

For this U charges a monthly fee of either 
£5 or £10. The £5 option carries a 50p charge 
for direct debits and ATM withdrawals, but 
allows customers two free sub-accounts a 
month (50p per account thereafter). The £10 
option allows customers all these options 

free. This payment structure, Letts claims, 
allows customers to know in advance what 
they are spending on banking services.

Letts claims to have devised an antidote 
to banking models set up to make customers 
incur charges to their detriment. Underneath 
his model is a platform designed to manage 
and process data. The next stage in the U 
evolution is to use that data in collaboration 
with customers ‘to offer others an intelligent 
banking service’.

An example of this would be customers 
who are running out of funds by a certain 
date each month. They would be invited to 
call a number for an interim loan.

Another development is providing compet-
itive insurance quotes from providers with 
which U intends to share the introduction 
fees ‘with the lion’s share being rebated to 
the customer, so it becomes a collaboration’.

Despite U’s website promoting the notion 
of unbanking, Letts maintains: “We couldn’t 
do this without the wholesale capability of 
a bank behind us. We are not anti-bank, we 
are anti the current model. We are relieving 
pressure on the banks.”

Letts goes on to speculate that the changes 
his model will bring about in the market will 
lead to banks of the future having less pres-
sures from government and the Financial 
Conduct Authority ‘because we will be in the 
front-end for a large part of the mass market, 
but continue to offer wholesale capability at 
the back-end’.

U’s agency banking relationship is with 
Barclays and its agency intermediary bank is 
Germany’s Wirecard.

Whether the U-turn in UK retail banking 
takes place as Letts envisages will become 
clearer as U takes on the extra customers 
wishing to sign up. Letts says U is ‘over-
whelmed by interest’ and could double his 
current customer base if he wished, but 
whether the notorious consumer indiffer-
ence to swapping banks will be countered by 
unbanking is yet to be fully tested.

And perhaps the U product still has one 
elephant in the room to address. By ensur-
ing that its customers cannot go overdrawn, 
at heart is it not simply a bells-and-whistles 
basic bank account – with fees?<

PRODUCTS: U Rettail Banker International
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Can bots be bankers?
As soon as new technology appears, the banking industry wonders if it can be applied to the financial 
sector. The latest additions are chatbots, which are AI-enabled messaging services. However, can these be 
utilised successfully? And will customers consider them to be a helpful addition? Patrick Brusnahan writes

T
he Digital Banking Club’s latest debate, 
hosted at the majestic St Ermin’s 
Hotel in London, and partnered with 
Experian, focused in on chatbot tech-

nology and how it could aid banks and their 
customers.

Simon Cadbury, director of strategy and 
innovation at Intelligent Environments, 
opened the debate by describing the sheer 
popularity and convenience of the service. 
“Chat and instant messaging is incredibly 

popular – about 2.5 billion of us have at least 
one messaging app installed on our smart-
phones and on average we’re spending 20 
minutes longer on messaging each day than 
we are on social networks,” Cadbury says.
“Live chat also has the highest satisfaction 

levels for any customer service channel at 
nearly 75%.”
“Instant messaging is also the perfect for-

mat for companies testing the waters with 
bots and artificial intelligence (AI) because 
conversations are relatively simple and quite 
structured.”

He continues: “If you want to talk to your 
bank, imagine being able to go through 
straight away with all of your information 
already embedded in the experience.
“The invisible seamless experience is driv-

en by bots and, through that you can place 
yourself wherever your customers are.”

It sounds perfect: an online programme that 
allows customers to talk to the bank instantly 
with no awkward answering of questions or 
repeating of information. However, a lot of 
work goes into creating an effective chatbot 
and it certainly is not as easy as it seems. 
“It’s not as simple as sticking a bot on your 

homepage,” says Terry Cordeiro, head of 
proposition development, digital and trans-
formation at Lloyds Banking Group. “There 
isn’t a one-stop shop.”

He adds: “We find that messaging is a 
more convenient way to communicate, but 

it’s tricky to make a robot sound human.”
Chris Withers, head of financial services, 

Europe, at IBM Watson Group, believes that 
the opportunities presented are limited.
“Bots are not replacing humans, they are 

offering a different experience. We’re a long 
way from bots being a banker, but they are 
ready for first-level support. It’s very use-
case-dependent,” he explains.

Wayne Bartlett, chief industry strategist for 
financial services at Microsoft UK, feels that 
it is crucial that bots behave like humans.
“We see bots not as replacing bankers but 

providing a higher level of interaction. Peo-
ple will be able to feel they are expressing 
themselves naturally,” Bartlett says.

Dhiraj Mukherjee, head of banking inno-
vation at Virgin Money, insists that banks 
must not get distracted by the wrong sides of 
the technology. He says: “The red herring is 
focusing on technology and not the human 
perspective. There’s lot of opportunity for 
collective intelligence.”

Adds Cordeiro:“There is a huge chunk of 
the digital-savvy market not using digital 

technology. There is a massive opportunity 
at a customer level, to support disadvantages 
customers for one, and tonnes of use cases.”

He argues: “We constantly kick ourselves 
for being behind, but we’re not that behind. 
There’s a lot of forward thinking in the UK 
regarding AI.
“This isn’t a thing that you build and then 

it’s done. It’s constantly evolving.”
Cadbury argues that the UK is lagging 

behind certain countries, such as China, 
when it comes to this area. He gives Atom 
Bank as an example with a bot that has a 
65% success rate. The bank want to reach 
further and hit 85%.
“This is a new emerging field,” Bartlett 

purports. “The use cases will become appar-
ent. In terms of use cases, everyone is look-
ing outside at customer support. However, 
focusing on bots that actually make a col-
league’s life easier will open them up to bots.”

Mukherjee claims that education through 
chatbots could make a real difference.
“How do we change business? Teach peo-

ple about money,” Mukherjee explains.

 y The debate hosted at St. Ermin’s Hotel, London
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“Consumers feel safer asking silly questions 
to bots, where they feel no risk, rather than 
a human,” Withers posits. “We are playing 
catch-up in terms of customer-facing bots.”

Bartlett agrees: “There’s a lot of work in 
making bots understand common and natu-
ral language. It’s important we train them in 
that fashion.”

On the other hand, Cadbury claims that 
making chatbots too human might be a risky 
strategy. At the end of the day, people need 
to be aware that they are speaking to a bot.

He says: “You’ve got to be careful that the 
bot is not too natural or it becomes intimi-
dating to the customer. Recently, 20% of all 
tweets related to the US election were bots. 
There is a dangerous side to this technology. 
While not only can you have a more casual 
conversation, but an audited one.”

As an example, Cadbury reminds the cap-
tive audience of the hacks to Ashley Madison, 
the website for potential adulterers. 
“Research conducted after the hack 

revealed that most of the site’s female cus-
tomers were actually bots. Ashley Madison’s 
70,000 fake females were so successful at 
stringing along male customers that 80% of 
initial purchases were made by a man try-
ing to communicate with one of its bots,” he 
adds.

Cordeiro describes: “For the last five years, 
people have said content is key. Now, I think 
it’s context. When you get into more com-
plex conversation, we need to get it right. 
The technology isn’t there right now.”

Mukherjee adds: “From a compliance per-
spective, it should be much easier.”
“In the regulated world we live in, things 

need to be monitored,” Withers says.
Bartlett wants to make it clear that the 

experience should not be too rigid just to 

suit compliance. He says “If you structure 
the experience too much, you impair it. The 
behaviour, at a macro level, will learn from 
the past.”

While AI and chatbots are considered by 
many to be a new technology, the financial 
sector has been using it for years. 
“Whether you like it or not, you’re already 

using AI,” Cordeiro states. “When your 
card is blocked, it’s not a human doing that. 
[banks are] riding on that fact that your 
behaviour has already changed, but there is 
a fear of the unknown.”

Mukherjee agrees: “AI is not a new thing. 
It’s in the middle of a renaissance.”

On the fear of the unknown claim, Withers 
says: “Do people want AI support? Yes. Do 
they want them to make decisions? No. It’s 
about getting things done quickly.”

In terms of how the bots sound, Cadbury 
states: “It’s important the end user knows 
who they’re talking to.”

On the other hand, Cordeiro argues: “You 
can’t get people writing copy for websites 
writing copy for robots.”

Withers adds: “It needs to speak in a cer-
tain way. It’s to replicate conversation.”
“For every question, someone in the bank 

knows the answer, so how do we answer 
through a chatbot?” asks Bartlett.
“It’s key to start small and start early. Some 

want a personal experience, some want a 
Q&A. You need to put it in front of people,” 
Cordeiro replies.

However, Mukherjee cautioned against 
too much caution. He says: “We’re dealing 
with very mature technology and, if we take 
baby steps, we won’t move quickly enough. 
We’re missing the boat unless we start now.”

Chatbots can sometimes take the brand of 
the company they are owned by, but more 
often, it is given a new name, for example, 

Apple with Siri.
Withers states: “You definitely need to 

brand your bot.”
“Branding the bot is a risk management 

strategy,” Barlett argues. “There are too 
many brands in some places. Having said 
that, Cortana runs my life now.”

Cadbury says that brands could have an 
effect on how consumers view them. He 
states: “I don’t have any faith in Siri, but a 
rebrand could change that entirely. In time, 
banks have to let go slightly of brand. A 
number of brands will go there and others 
will follow suit. Bank brands will become 
less prominent.
“Even if we communicate with our banks 

directly on messenger, or some other chat 
interface, we won’t be talking to our bank’s 
branch staff, call centres and sales reps and 
the bank’s footprint will be no more than a 
logo presented on somebody else’s platform.”
“I don’t see chatbots at a mass scale in the 

next twelve months,” Cordeiro says. “You 
can put emotion back in the conversation, 
but the ethics you have as a brand is key.”

Bartlett adds: “The banks are all talking 
about ethics, especially as I can see people 
wanting harder conversations with a bot.”
“I think we’ll relook at the definition of eth-

ics,” Mukherjee claims.
“PSD2 and open banking is forcing us to 

clean up our data at our own pace, which is 
a good thing. Innovation should be standard 
delivery,” Cordeiro says.

Bartlett states: “Australian banks were 
more ready to adopt innovation due to miss-
ing the crisis.
“However, with regards to data, I don’t see 

a lot of people allowing their bank bots to 
give away their data like Google does.”

He concludes: “You can’t force a bot on 
anyone.”<

 y RBI editor Douglas Blakey chairs the panel

 y Industry experts in attendance 
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The Panel
Douglas Blakey
Douglas Blakey is group editor, consumer finance at Timetric, chief of judges for the annual Retail Banker International Awards, and lead 
market advisor for Timetric’s retail banking research division.

Timetric produces and maintains more than 50 market-leading research reports and has undertaken bespoke consultancy projects for banks, 
vendors and their advisors.

Blakey practiced as a solicitor in Scotland before moving into business information and analysis. He maintains an editorial advisory board of 
leading bank executives, and is a regular guest banking analyst with the BBC, the New Statesman and other leading media outlets.

Simon Cadbury, director of strategy and innovation, Intelligent Environments
Simon Cadbury is a product marketer and strategist with 18 years’ experience working for a range of major international brands. Cadbury’s 
role is to work with Intelligent Environments’ investors to set and deliver the company’s mid- and long-term strategy, as well as overall 
responsibility for the product development and management of Interact, the company’s core product offering.

Cadbury joined in 2013 from Lloyds Banking Group where he was responsible for payment technology, and also sat on the Credit Card 
division’s leadership team. Prior to this he worked on the launch of a number of firsts in new technology – the Blackberry (BT Cellnet), BT 
Openzone (BT Retail), 3G Live! (Vodafone Australia) and Sky HD (BSkyB).

Dhiraj Mukherjee, head of banking innovation, Virgin Money
Dhiraj Mukherjee is head of banking innovation at Virgin Money. He joined the bank in 2014 to focus on enabling the community of 
innovators to create and launch brilliant new ideas.

Mukherjee has led open innovation initiatives at Virgin Money, built partnerships with fintech startups, supported a number of innovative 
events such as TEDx, and guided a range of projects across digital banking, big data and emerging technologies.

Previous to this Mukherjee was director of ?What If!, a strategic innovation consultancy. He is also a co-founder of Shazam.

Terry Cordeiro, head of proposition development, digital and transformation, Lloyds Banking Group
Terry Cordeiro is head of proposition development, digital and transformation at Lloyds Banking Group.

He has over 15 years’ experience in the telecoms and mobile industry working in both the public and private sector before joining RBS retail 
as head of solution design for mobile in 2011. 

In this role, Cordeiro owned the strategic direction and delivery of the RBSG (including NatWest) UK retail mobile banking services. As head 
of solution design for mobile, he was the design authority for the business architecture and solutions design of RBSG’s banking mobile app.

Chris Withers, Head of Financial Services, Europe, IBM Watson Group
Chris Withers leads the financial services practice for IBM Watson in Europe. He works with leading Financial Services firms to apply the 
power of machine learning and artificial intelligence of IBM’s Watson.

Prior to this role, he lead IBM’s Smarter Commerce software business in the UK and Ireland focused on delivering digital solutions in the 
Retail. He worked with clients to innovate their customer experience through digital channels to improve customer life time value, online 
conversion rates and marketing ROI.

Withers joined IBM in 2004 and has a held a number of sales leadership and sales management positions in the IBM enterprise software 
business and serves as a mentor for the IBM intrapreneurship programme. 

Wayne Bartlett, chief industry strategist for financial services, Microsoft UK
Wayne Bartlett is the chief strategist for financial services industry in the UK and is responsible for representing Microsoft’s point of view 
across banking, capital markets and insurance.

Bartlett works closely with financial institutions to ensure that Microsoft is aligning it resources to assist customers transform to meet the 
needs and opportunities of the digital economy.

Bartlett previous held similar roles in New York and Melbourne for other large technology organisations including HP, Oracle and Sun 
Microsystems. He has an MBA from Monash University in Melbourne.

In 2007, Wayne returned to Monash University to sit on the Board of Advisers for MBA program within the Graduate School of Business.
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SecureKey builds 
federated digital ID 
network in Canada

In October 2016, technology startup SecureKey raised C$27m ($20.25m) 
in funding from Canada’s top banks to build a federated digital ID 
network for Canadian consumers and businesses. Robin Arnfield reports

T
oronto-based SecureKey’s new ser-
vice will be based on partnerships it 
has already established for SecureKey 
Concierge, an authentication service 

which enables Canadian consumers to log 
into multiple Canadian government services 
using their bank ID. 

Banks
SecureKey has signed up Canada’s six larg-
est banks: Royal Bank of Canada (RBC), 
TD, Scotiabank, BMO Bank of Montreal 
(BMO), CIBC and National Bank of Cana-
da, and Quebec’s Desjardins for SecureKey 
Concierge.

BMO, Scotiabank, CIBC, Desjardins, RBC 
and TD all participated in SecureKey’s Octo-
ber 2016 funding round.

SecureKey Concierge offers a single 
sign-on alternative to consumers having to 
remember multiple Canadian government-
issued credentials.
“There are about 80 different online 

Canadian government services that you can 
use your bank credentials to log into via 
SecureKey Concierge, instead of a govern-
ment-issued user name and password,” Greg 
Wolfond, SecureKey’s founder and CEO tells 
RBI.

“These are sites such as Revenue Canada, 
Service Canada, or Citizenship and Immi-
gration that have high value but don’t get 
frequent use.”
“We have millions and millions of users of 

SecureKey Concierge, and we’re adding on 
average 200,000 to 300,000 new users a 
month to the service,” he continues.
“It took a while to get all the banks on 

board, but we have full coverage now.
“We made the system really respect the 

privacy of the citizen. When you log in to 
pay your taxes, for example, the government 
can’t tell which bank you are using to log in, 
and the bank can’t track what government 
service you are accessing.”

Wolfond is a serial entrepreneur, whose 
earlier companies include Footprint Soft-
ware, a financial software company he 
sold to IBM, and 724 Solutions, a wireless 
infrastructure software provider acquired by 
Mobixell Networks. 

‘You are you’ digital ID validation
“The reason we got the six big banks to invest 
in us, is that we see a window of opportunity 
for a you are you digital identity validation 
platform,” says Wolfond.

“We want to take our easy to use website 
login process and use it to provide a federat-
ed ID system drawing on multiple databases 
that lets someone show up somewhere, prove 
who they are and get immediate service.” 

A key regulatory change facilitating the 
adoption of a federated digital identity sys-
tem is the fact that the Canadian government 
amended the Proceeds of Crime (Money 
Laundering) and Terrorist Financing Act in 
June 2016.

The revisions allow greater flexibility in 
the methods for verifying identity in non-
face-to-face contexts, and enable consumers 
to open accounts with electronic signatures 
instead of paper signatures.
“SecureKey’s new service will let consum-

ers use a smartphone to verify who they are 
online, in person, or over the phone, in a safe 
and secure manner that is completely under 
their control,” A SecureKey spokesperson 
says. 
“It will replace the need for consumers to 

wait in lines to share a valid piece of ID or 
other key documents, or to go through pain-
ful form-filling during registrations.
“Wherever they are, physically or digital-

ly, won’t matter. So long as they have their 
smartphone with them, they will be able to 
verify that they are who they say they are.”
“SecureKey is doing some very cool things 

in the field of digital identity,” says Jason 
Davies, MasterCard Canada’s head of digi-

tal payments. “I think they’ll become a great 
Canadian success story.”

Collaboration
“We believe that, to do things in a secure way, 
you need to bring trusted parties together to 
build an ecosystem where the citizen is in the 
middle and privacy is right at the forefront,” 
says Wolfond.

“We envisage a very diverse ecosystem of 
different types of parties in Canada joining 
SecureKey’s network. My banks hold the 
data that they know about me, the telcos 
hold the data that they know about me, and 
the province where I live holds the data it 
knows about me,” Wolfond continues.
“So we’re bringing together the strength 

of the banks, the telcos and the provincial 
government databases to build a system that 
should be easy for consumers to use, where 
they are in control of their data and decide 
what to share and with whom. Its goal is to 
let consumers open accounts in 30 seconds.”

Consumers could use SecureKey’s new 
platform to open new accounts with a bank 
or new phone accounts with a telco. “I could 
show up at a bank or a telco to open an 
account and provide my mobile number,” 
says Wolfond.
“Then my phone would wake up and say: 

are you willing to share your name and 
address and your credit score with this bank 
or telco? 
“If I say yes, I should be able to open my 

new account in 30 seconds, not 30 minutes 
as it is today. I could open a credit card 
account and share my name, address, credit 
score and validated income for the last year 
with the issuer. This would change the loan 
approval process to seconds.
“Or, if I am renting an apartment, I could 

prove who I am and provide my credit score. 
We could drive billions of dollars into the 
economy in terms of efficiencies from faster 
account opening.
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“Currently, when you register with a Cana-
dian government service, you answer a 
bunch of questions and they post you a user 
name and password,” says Wolfond.
“We want to be able to let you prove your 

identity to the government by using our new 
service. So a consumer would use a digital-
ly-signed proof of identity from their bank, 
along with proof of their phone number 
from their telco’s database, and validation 
of their photograph from their province’s 
driver’s licence database.”

Wolford says that all the banks which have 
invested in SecureKey will be using its new 
service for account opening both for new 
and for existing customers.
“Often your bank will make you mail in a 

form or visit a branch to open a new account 
even though you already bank with them,” 
he says. “So our system will make this much 
easier and more efficient to open accounts.”

 “It’s of great value for a consumer to be 
able to retain control of their personal infor-
mation and to have their digital ID informa-
tion validated and trusted,” says Pierre Rob-
erge, one of the founders of SecureKey and 
now an independent digital ID and payment 
innovation consultant.

“But, if a digital ID platform only works 
with one bank, this is of no use to businesses 
as it would exclude many of their customers.
“What is so good about SecureKey’s new 

platform is that it is backed by Canada’s six 
largest banks and so will reach about 90% 
of the banking market. This means there is 
no fragmentation in terms of business reach.” 

The blockchain
SecureKey’s new permission-based platform 
will use the blockchain’s distributed ledger 
to store and securely exchange consumers’ 
identity data, with users controlling what 
personal information is released to public- or 
private-sector organisations. Its current system, 
SecureKey Concierge, is not blockchain-based. 

The distributed nature of the blockchain 
means that, in SecureKey’s system, a consum-
er’s data is not stored in a central location 
which could be vulnerable to hacking.
“We don’t want to make it possible for any 

one organisation to have all the data about a 
citizen,” says Wolfond.
“We don’t create honeypots of data in our 

model. Also, our system is resilient against 
denial-of-service attacks as it runs on nodes 
in different places.”

“Using the blockchain makes sense for 
digital ID management and authentication 
because of the reliability of the distributed 
ledger,” says Mike Bradley, former head of 
products at Visa Canada and currently MD 
of a Canadian consultancy.

Pilot
“We will be launching our new system in Can-
ada in the second quarter of 2017, and are in 
pilot with the six banks that invested in us,” 
says Wolfond. “But we are making plans to 
export the system to other markets and bring 
on other partners who can help us to move 
into other countries.”

SecureKey has been working with US body 
the National Institute of Standards and Tech-
nology on its new service.
“The service has many properties the US 

government is looking for, such as a higher 
level of privacy than existing authentication 
and identity systems and resilience against 
denial-of-service attacks,” Wolfond says.
“We see tremendous opportunity for our 

new system. There are large numbers of 
industries and use cases which need this type 
of federated approach to ID management 
and privacy.”<
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STRATEGY

Scotiabank and QED Investors 
partner to facilitate fintech 
start-ups in Latin America

Canadian lender Scotiabank has partnered 
with boutique venture capital firm QED 
Investors to promote fintech startups in 
Latin America that are focused on financial 
technology disruptors.

The two entities will create a venture capi-
tal platform that will invest and promote 
startups across the fintech spectrum that aim 
to improve customer products.

Scotiabank will help QED Investors to 
assess potential strategic investments in the 
Pacific Alliance countries, including in Mex-
ico, Chile, Colombia and Peru.

Scotiabank’s group head of international 
banking and digital transformation, Igna-
cio Deschamps, commented: “We are very 
excited to partner with QED Investors, as 
their experience and deep understanding 
of customer trends, fintech business mod-
els and digital disruption will help us bring 
leading-edge best practices in innovation to 
our customers.”<

TECHNOLOGY

FIS unveils network for high-
potential early-stage fintechs 

Financial services technology firm FIS has 
launched a network of early-stage fintech 
companies with direct applicability to the 
financial services ecosystem.

The FIS HiPo Network is open to firms 
that have shown substantial promise in the 
development of new tools and technologies 
for the financial industry.

FIS president and CEO Gary Norcross 
said: “FIS has a responsibility to help our 
clients stay competitive, while remaining 
cognisant of the rapid changes taking place 
in the financial services industry. The FIS 
HiPo Network expands the innovation strat-
egy for our firm and has been developed to 
bring the realisation of new innovations to 
market in an efficient and practical manner.”

The initial group of HiPo Network firms 
includes Akouba, Bleu, Flutterwave, Fund-
seeder Hexanika, and LumoXchange.

Akouba is an online platform that enables 
the processing of small business loans for 
regional and community banks, while Bleu 
is a provider of Bluetooth-enabled wireless 
solutions to bridge the gap between the 
physical and the digital world.

Flutterwave is an infrastructure provider 
that enables merchants, payment service 
providers and pan-African banks to accept 
and process payments on any channel, while 
Fundseeder is a data and performance-ana-
lytics, risk-management, trading-verification 
and investor-connectivity platform for both 
regulated and unregulated traders.

Hexanika is an end-to-end data-man-
agement and reporting solution, harness-
ing big data for tackling compliance and 
regulatory requirements for banks, while 
LumoXchange is creator of a localised cur-
rency exchange marketplace for global peer-
to-peer payments.

The six HiPo Network companies will be 
participating in FIS’s annual client confer-
ence, FIS Connect, during 10–13 April 2017 
in Orlando, Florida.<

MOBILE

Citi unveils new mobile app 
combining banking and wealth 
management capabilities 

American banking major Citi has unveiled 
new functionality for the Citi mobile app for 
iPhone that combines banking, wealth-man-
agement and money-movement capabilities.

The updated app was developed by Citi 
FinTech – a unit within Citi’s Global Con-
sumer Bank. It is available to Citigold 
account holders.

According to the bank, the app will ena-
ble users to manage investments and send 
money transfers, in addition to its previous 
basic banking functionality.

It also features a ‘click to call’ button that 
can immediately put Citigold clients in touch 
with Citi advisors.

The app boasts multiple biometric authen-
tication options. Apart from fingerprint 
scanning, users can log in via voice or facial 
recognition, the company revealed.

Using the app, Citigold clients can buy 
and sell equities, exchange-traded funds, and 
mutual funds. In the future they will also be 
able to open a new brokerage account.

Citi CEO of global consumer banking 
Stephen Bird said: “Citi FinTech’s new prod-
uct breaks ground on two fronts: Firstly, it 
delivers a new custom designed mobile 
experience for Citigold clients, and secondly 
it demonstrates the power and potential of 
our new agile operating model.”<

REGULATION

P2P lending platform 
LandlordInvest secures full FCA 
authorisation 
UK-based peer-to-peer (P2P) lending plat-
form LandlordInvest has received full 
authorisation from the Financial Conduct 
Authority (FCA).

The firm, which offers buy-to-let and 
bridging loans, secured authorisation fol-
lowing a 24-month application process.

It will now apply to the HMRC to become 
an ISA manager and offer the Innovative 
Finance Individual Savings Account.  

The firm anticipates securing HMRC 
approval over the coming weeks, and said 
that it will offer the IFISA directly through 
its lending platform.

 LandlordInvest CEO Filip Karadaghi 
said: “We are delighted to have reached this 
important milestone ahead of many larger 
peer-to-peer lending platforms.
“Full FCA authorisation means that we 

have proved to the regulator that we are 
able to meet its high threshold standards and 
have the appropriate regulatory and opera-
tional infrastructure in place.”<

RESEARCH

China leapfrogs UK and US to 
become global fintech leader 

China has outpaced leading global fintech 
centres such as London, New York and 
Silicon Valley to become the global fintech 
leader, according to a collaborative report by 
DBS and EY.

The report, The Rise of FinTech in China, 
revealed that growth is supported by the size 
of the market opportunities.

The country’s GDP in 2015 stood at 
$10.9trn, which nearly equates to the aggre-
gate of the next 10 largest emerging markets.

Continuous economic growth is increas-
ing the ranks of the middle class, with this 
segment expected to rise to one billion, or 
70% of the country’s projected population 
by 2030. This will give rise to a large con-
sumer base with massive spending power 
and unmet financial needs.

DBS chief innovation officer Neal Cross 
said: “The speed at which China’s fintech 
landscape has developed is truly remarkable. 
It has gotten this far due to its sandbox-
like environment, conducive for fintechs 
to thrive. Much of this can be attributed to 
favourable regulations.”

In total, around 40% of Chinese consum-
ers use new payments methods, as compared 
to only 4% in Singapore, and 35% use fin-
tech for insurance products, compared with 
only 1-2% in several other Southeast Asian 
markets.<
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REGULATION

UK’s payment regulator 
proposes changes to payment 
systems infrastructure 
procurement 

The UK’s Payment Systems Regulator (PSR) 
has proposed changes to the country’s pay-
ment systems infrastructure procurement in 
order to boost competition.

The proposals come following a review 
conducted in 2016 into the ownership and 
competitiveness of the infrastructure sup-
porting the country’s three interbank pay-
ment systems – BACS, Faster Payments Ser-
vice (FPS), and LINK.

The regulator identified the common own-
ership and control of both the payment sys-
tems and the infrastructure provider as a key 
concern following the review.

The proposed changes include a com-
petitive procurement process to allow new 
entrants with different technology enter the 
market and drive innovation.

The regulator also highlighted the need to 
implement a common international messag-
ing standard for Bacs and FPS to encourage 
new competitors.

PSR managing director Hannah Nixon 
said: “The remedies we are putting forward 
today are another step in our strategy to 
bring about a once in a generation change 
to UK payments systems and infrastructure. 
The work being undertaken will help open 
up the payments industry and promote more 
direct and effective competition between ser-
vice providers.

It will also spur  innovation and help all 
users of payment systems – be they consum-
ers, small businesses, or banks – to develop 
the systems of tomorrow.
“The measures we proposed, together with 

a change of ownership of VocaLink, will 
remove barriers and create a competitive 
procurement process, opening up central 
infrastructure to competition. We believe 
that competition will drive excellence.”<

M&A

UniCredit to sell 32.8% stake in 
Bank Pekao for $2.6bn 

Italian banking group UniCredit has agreed 
to sell a 32.8% stake in its Polish subsidiary 
Bank Pekao to local insurance group PZU 
and a local development fund.

The deal, valued at PLN10.6bn ($2.6bn), 
is expected to boost UniCredit’s tier 1 capital 
ratio by around 55 basis points.

The transaction is anticipated to be 
wrapped around mid-2017, subject to regu-
latory and antitrust approvals.

UniCredit also started the sale of its 
remaining 7.3% stake in the Polish lender 
through secured equity-linked certificates.

UniCredit CEO Jean Pierre Mustier said: 
“In July, we announced the launch of an in-
depth strategic review aimed at reinforcing 
and optimising UniCredit’s capital position, 
improving profitability, and ensuring the 
continuous transformation of operations, 
whilst maintaining flexibility to seize value 
and create opportunities.
“This transaction is an early illustration 

of that review, and I am pleased we have 
reached an agreement with PZU and PFR 
for the sale of a stake in Pekao.
“At the same time, the transaction will 

allow customers to continue to receive the 
same quality service they have come to 
expect from Pekao.”

The latest sale forms part UniCredit’s 
plans to boost capital under new CEO Jean-
Pierre Mustier.<

M&A

Finance in Motion buys stake in 
fintech firm Oradian 

Finance in Motion, an adviser in impact 
investing, has purchased an equity stake 
in Croatia-based financial technology firm 
Oradian.

Finance in Motion said it was interested 
in Oradian’s cloud-based platform Instafin, 
which was designed to enable microfinance 
institutions and banks to avoid initial costs 
and enhance performance. Instafin incorpo-
rates the software-as-a-service model.

Finance in Motion managing director Flo-
rian Meister said: “We firmly believe in the 
transformative potential of financial services 
technologies such as Instafin.
“This product has established its ability to 

promote financial inclusion – one of our pri-
mary goals –by allowing microfinance insti-
tutions and banks to serve more customers. 
This is applicable even to regions that many 
people would be afraid to visit, let alone do 
business there,” Meister continued.
“This product also eliminates the high costs 

associated with traditional hosted solutions, 
outlays that often create a significant market 
barrier for many institutions.”

Oradian managing director Antonio 
Separovic added: “We hope to learn from 
Finance in Motion’s extensive experience 
in responsible finance and their work with 
leading service providers and partners in low- 
and middle-income economies.”<

DISTRIBUTION

Raiffeisen Bank selects Diebold 
Nixdorf ATMs to enhance 
consumer experience 

Raiffeisen Bank Group has announced plans 
to install 1,200 new Diebold Nixdorf ATMs 
equipped with advanced bill payment and 
contactless capabilities including QR codes 
and NFC readers.

The technology vendor said that its ATMs 
will allow consumers to make bill payments 
quickly and more securely as well as make 
changes or confirm information from a 
scanned bill using the ATM’s touchscreen 
display.

Raiffeisen Bank Group board member of 
Stefan Sandberger said: “With our invest-
ment in state-of-the-art technology, we are 
acquiring future-proof solutions for the self-
service channel for the next decade, and can 
continue to develop our offers in line with 
the wishes and needs of our customers."

Plans are also in place to support card-
less cash transactions for smartphone users 
through the ATMS, Diebold added.<

DISTRIBUTION

RBS to shrink Edinburgh branch 
network 

Royal Bank of Scotland (RBS) is set to shut 
down nine branches in Edinburgh in a cost-
cutting drive.

The branches affected are located in Blen-
heim Place, Castle Street, Chesser, Comis-
ton, Davidson Mains, Edinburgh University, 
Gilmerton, Juniper Green and Portobello.

The downsizing exercise will be executed 
between May and June 2017.

The Unite trade union, which represents 
the UK banking group’s employees, said the 
move could impact 116 staff and put 45 jobs 
at risk.

Commenting on the move, a bank spokes-
man said: “We know that not all of our cus-
tomers are comfortable and familiar with 
using online or mobile banking, so we have 
created a new specialist taskforce of digital 
experts.”

The bank, over 70% of which is owned by 
the taxpayer, operates a total of 17 branches 
in Edinburgh.<
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DIGITAL

Deloitte invests in blockchain 
startup SETL 

Professional services and consulting firm 
Deloitte has invested in London-based fin-
tech firm SETL.

The investment marks the first time that 
Deloitte has publicly funded the technology.

Earlier in 2016, SETL completed its first 
funding round. The startup recently became 
part of a regulatory sandbox initiative 
launched by the UK’s Financial Conduct 
Authority.

Deloitte’s head of capital markets David 
Myers said: “This investment demonstrates 
Deloitte’s commitment to helping our clients 
build the future of financial services with 
emerging technologies.
“Blockchain has the ability to transform 

the industry, and we have been investing 
heavily in real-world applications, such as 
identity management, cross-border pay-
ments, loyalty, and trade finance.”

Last month, Deloitte and SETL partnered 
with Metro Bank to trial a contactless card 
that allows retail payments to be processed 
through blockchain. The product is expect-
ed to launch in 2017.

In May 2016, Deloitte unveiled plans to 
launch its blockchain lab in Dublin. <

STRATEGY

Hong Kong regulator agrees 
fintech deal with UK’s FCA 

The Hong Kong Monetary Authority 
(HKMA) has signed an agreement with the 
UK’s Financial Conduct Authority (FCA) to 
promote innovation in finance.

HKMA and FCA will partner on referrals 
of financial technology firms, joint innovation 
projects, information exchange and experience 
sharing to facilitate innovation in both Hong 
Kong and the UK.

HKMA said that the agreement is a key 
initiative of the Fintech Facilitation Office 
of the monetary authority to build a vibrant 
financial technology ecosystem.

The agreement aims to minimise the bar-
riers for authorised firms looking to expand 
its presence in overseas and assist non-UK 
innovators interested in entering the market 
the FCA oversees.

The FCA has previously signed five co-
operation agreements with international 
authorities, including Australia, Singapore, 
South Korea, and China.

HKMA executive director of financial 
infrastructure Shu-Pui Li said: “We are 
delighted to sign the Agreement with FCA. 
Both Hong Kong and the UK are well 
positioned as global financial centres and 
premier locations for financial innovation. 
Many fintech firms and financial institu-
tions in the two markets have already gained 
a solid local footing.” <

DISTRIBUTION

Digital bank N26 expands 
European footprint 

N26, a Berlin-based digital banking startup, 
has expanded its reach in Europe by launch-
ing its service in Belgium, Estonia, Finland, 
Latvia, Lithuania, Luxembourg, the Neth-
erlands, Portugal and Slovenia.

The firm launched in Germany and Aus-
tria in January 2015, followed by France, 
Greece, Ireland, Italy, Slovakia and Spain in 
December of that year.

To accommodate the expansion into new 
markets, the firm’s app, website, video ID 
verification process, and customer services 
will now be available in French, Spanish, 
and Italian, as well as German and English.

N26 said it is collaborating with several 
fintech startups and financial providers 
worldwide to incorporate their apps into its 
services, instead of developing all products 
in-house.

N26 founder and CEO Valentin Stalf said: 
“The European reach will give us the scale to 
disrupt retail banking further and take full 
advantage of our highly scalable and cost-effi-
cient systems we have built over the last years.”

N26 secured a full banking license from the 
Federal Financial Supervisory Authority and 
the European Central Bank in early 2016. <

PAYMENTS

Italy’s Veneto Banca launches 
new person-to-person payments 
service Jiffy 
Italian cooperative bank Gruppo Veneto 
Banca and subsidiary Banca Apulia have 
introduced Jiffy, a new person-to-person 
payments service.

Developed by payment processor SIA, the 
digital payment system will allow users to 
send or receive cash in real time with the 
contacts stored on their smartphone.

For Gruppo Veneto Banca customers, the 
service is available on the BankUp Mobile 
Banking App.

To make transactions, users simply to 
select a payee from their contact list, enter 
the amount, and click to send.

Veneto Banca head of market department 
Oreste Felice Invernizzi said: “By offering 
the new Jiffy service our group confirms 
its place among the most technologically 
advanced banks in Italy.
“We have been investing for some time in 

reassessing and updating our entire retail 
offering, with a focus on digital services 
which allow us to offer new opportunities 
and increasingly competitive services.

 “We will continue investing in Jiffy and 
expanding the possibilities for its use.” <

MOBILE

ANZ launches mobile payments 
solution BladePay 
Australia and New Zealand Banking Group 
(ANZ) has unveiled mobile payments solu-
tion BladePay in partnership with tech inno-
vation firm ThumbzUp.

ANZ BladePay is an Android-based hand-
held payment device, with the capacity to 
integrate third-party applications.

PoS vendors NCR, RedCat, H&L, Sure-
Fire, Abacus and Shout for Good are all 
developing apps for the new platform.

BladePay will include a split bill option, a 
clocking-on feature for staff, and will offer 
the ability to send receipts via email or SMS.

ANZ group CEO Australia Fred Ohlsson 
said: “ANZ BladePay is a fully integrated 
and innovative solution that will simplify 
business operations.
“What really sets ANZ BladePay apart 

is the software our vendor partners are 
developing, which is tailored to our cus-
tomers’ needs. It is much more than a 
secure payments solution, its potential is 
limitless.”

The platform will initially be launched for 
the hospitality industry in March 2017, after 
which it will be rolled out to the retail and 
B2B sectors.<
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PAYMENTS

MasterCard and Wells Fargo 
collaborate on real-time payments 

MasterCard has partnered with Wells Fargo 
& Co to offer real-time payments to Wells 
Fargo consumers.

MasterCard’s payment service, known 
as MasterCard Send, will provide real-time 
payments for Wells Fargo Treasury Man-
agement and Wells Fargo Merchant Services 
customers.

MasterCard said that businesses, mer-
chants, governments, non-profits, financial 
institutions, and other senders can trans-
fer funds  to consumers and small busi-
nesses through an API connection to the 
MasterCard Send platform.

Wells Fargo executive vice-president and 
head of product management for the treas-
ury management group Keith Theisen said: 

“Moving money is one of a treasurer’s pri-
mary responsibilities.
“We’re excited to present our customers 

with MasterCard Send, a product that was 
designed with and for our customers.”

MasterCard senior vice president of digi-
tal payments and labs Matt Barr said: “In 
today’s digital world, consumers have come 
to expect payments and disbursements to be 
made in real time.
“MasterCard Send addresses this by ena-

bling businesses, governments, and others to 
send money instantly and securely, through 
a robust platform that joins all US debit card 
accounts with one connection.”<

DISTRIBUTION

Alipay agrees bank deals to 
expand into Europe 

Alipay, a Chinese payments platform oper-
ated by Ant Financial Services Group, has 
signed partnerships with several European 
banks and payment providers to drive 
expansion in Europe.

The partnerships with French lender BNP 
Paribas, British banking group Barclays, 
Italian lender UniCredit, and SIX Payment 
Services will add an additional 930,000 mer-
chants to Alipay’s European network.

The alliance with BNP Paribas will sup-
port Alipay payments through the bank’s 
merchant network in France and eventually 
elsewhere in Europe.

The partnership with Barclays will offer 
Alipay customers digital ways to pay in the 
UK and elsewhere in Europe, while Uni-
Credit is expected to launch Alipay in Italy 
in 2017.

Ant Financial senior vice-president and 
Alipay international president Douglas 
Feagin said: “We are excited to be partner-
ing with leading European financial institu-
tions to enable our users to pay with Alipay 
in even more locations and scenarios across 
Europe.
“Our users’ lifestyles are increasingly glob-

al, so it’s vital we are able to work with the 
leading payment providers across the world 
to bring our trusted and convenient services 
to Alipay users wherever and whenever they 
need them.”<

PRODUCTS

Atom Bank rolls out residential 
mortgage range 

British digital-only lender Atom Bank has 
launched its first range of residential mort-
gages via independent mortgage advisers.

The bank will now offer residential lend-
ing covering self-employed, contractors, 
lending into retirement, purchase, remort-
gage, shared ownership, first-time buyers 
as well as new builds. Plans are in place to 
launch buy-to-let mortgages.

After a mortgage has been recommended 
by the intermediary, customers will be able 
to log in via the Atom app to receive updates, 
accept their mortgage offer, and store key 
documentation.

Atom director of retail mortgages Maria 
Harris said: “Our mortgages are designed to 
be easy to understand, with fair and trans-
parent fees and no charges where there isn’t 
a true cost.
“We make sure our customers are updated 

in real time directly via their app. We are also 
keen to make the process of buying a house 
quick and painless; in some cases mortgage 
offers can be made on the same day.”

Atom CEO Mark Mullen said: “Old lega-
cy processes that are institutionalised at the 
traditional banks simply don’t exist at Atom 
because we’ve built this bank from scratch.
“We can offer mortgages that are great 

value, and a service that is fast, informative 
and transparent. This is genuinely a revolu-
tion in mortgage lending.”<
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£4bn fines, onboarding challenges and 
fintech regulation
Forecasting proved to be a dangerous game in 2016, with shock results in the UK referendum and US 
presidential election. Regardless, Mitek’s Head of EMEA, Joe Bloemendaal, makes three predictions for 
2017 around the various challenges to be faced by the retail banking sector

I
n 2017, I forecast that over £4bn 
($4.9bn) in anti-money laundering 
(AML)-related fines will be levied at 
financial institutions worldwide; 2017 

will be the year that banks, yet again, fail 
to address digital onboarding solutions fully, 
and 2017 will see an end to regulatory leni-
ency for fintechs as the bell rings on play 
time.

For financial institutions, knowing who 
your customers are is more important than 
ever. AMLD 4.1 comes into force by June 
of next year, and increasingly stringent AML 
laws and regulations are being adopted 
worldwide. Governing bodies and regula-
tory agencies are becoming more aggressive 
in their enforcement. 

The UK’s FCA has not been shy in impos-
ing substantial fines on those who break the 
rules, and with more firms set to be brought 
under the regulator’s watch, the level of fines 
will increase. 

We’ll also see bigger fines being imposed 
on firms from outside the financial sector as 
AMLD 4.1 will cover eWallets and virtual 
currencies. Recently, the FCA has imposed 
ever increasing fines on both UK and non-UK 
banks – Barclays and Sonali Bank being the 
most high-profile.

The US Department of Justice warned 
banks that it would begin the aggressive 
enforcement of AML laws and indeed, 
over the past five years the government has 
brought a series of high-profile cases against 
financial institutions violating AML laws by 
failing to conduct sufficient due diligence on 
high-risk customers.

These trends – and when the regulations 
come into force on 24 June – the contagion 
around increasing regulation will spread 
from the EU to the rest of the world.

Failure to address digital on-boarding
Despite consumer feedback and increasing 
numbers of transactions via mobile plat-
forms, banks have still not moved their pro-
cesses out of the branch. According to the 
Wall Street Journal Europe, nearly 80% of 
readers responding identified online and 
mobile functionality as being among the 
most important features a bank can offer. 

Indeed, the UK Card Association found 
that spending online hit £145bn in 2015 
or almost a quarter or all card spending. 
Increasing numbers of challenger banks are 
coming to market threatening to take trans-
action volumes away from traditional banks 
as consumers are attracted by mobile-first 
offerings. 

However, with the arrival of PSD2 and 
AMLD 4.1, it looks like the regulator will 
force their hands if banks refuse to make this 
transition themselves.

An end to regulatory leniency for fintech
Fintech companies, it would seem, have 
somewhat of an unfair advantage over banks. 
They have an almost protected status in the 
eyes of the regulator, they are unburdened 
by legacy issues and infrastructure, and can 
test their business models in specially created 
sandboxes, free to make mistakes.

These sandboxes enable firms to ‘test inno-
vative products, services, business models 
and delivery mechanisms in a live environ-
ment without immediately incurring all the 
normal regulatory consequences of engaging 
in the activity in question’.

Will this sheltering of startups leave them 
unable to compete when let out into the real 
world? Does it create an unfair system where 

some firms are too small to fail?
In 2017, banks will begin a fightback, and 

by the end of the year regulators will have 
levelled the fintech playing field.

An identity crisis for the sharing economy?
The sharing economy has disrupted tradi-
tional service models by allowing buyers and 
sellers to do business with each other online.

Poster children include businesses such 
as Uber, Airbnb, and ZipCar but when you 
can buy anything from anyone, who do you 
trust? How do you know who you’re renting 
an apartment from? How do you know it’s 
the same as the pictures? Are you confident 
that the driver you hire is the same one that 
picks you up? What about the car you rent? 
Or the restaurant you order from? 

Some 43% of UK millennials say they are 
very nervous about the potential for identity 
fraud and would only transact with a brand 
online if it had trusted credentials.

In 2017, we will see major investment 
from these players as they seek to create 
more trusted, verifiable customer experi-
ences. 

Car-sharing, sofa-surfing and food-deliv-
ery services should authenticate users at a 
moment’s notice – but shouldn’t trust be built 
in from the start for users of these services?<

 y Joe Bloemendaal, Head of EMEA, Mitek
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