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More than ever, digital banking transformation must 
include a strong commitment to innovation, including 
a focus on the customer experience, the deployment 
of modern technologies, a multichannel approach and 
ongoing measurement of results.

— Jim Marous
Owner and CEO  
Digital Banking Report
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Preface

Efma and Infosys Finacle are proud to present the 11th annual ‘Innovation in Retail Banking’ 
report. The report highlights the progress the industry has made in using digital innovations to 
transform the experience for their customers.

From our research, it’s clear that now is the time for traditional retail banks to ask themselves: 
how can we use digital technologies to become intelligent financial partners that provide 
contextual, easily accessible, and differentiated services to our increasingly demanding 
consumers? 

Efma and Infosys Finacle’s research found that banks worldwide now clearly recognize that 
digital innovation is a critical factor in remaining relevant and competitive. However, the 
progress has been slow. Only 17% of the total respondents to our survey reported to have 
deployed digital transformation at scale. While 41% of the total survey respondents have 
partially deployed their digital transformation projects, 27% have made limited progress and 
15% are either still in the design phase or do not have a well-designed digital transformation 
strategy. Furthermore, it is interesting to note that only 14% of the respondents who consider their 
organization to be a leader have deployed digital transformation at scale.

To date, most banks have successfully met two of their main digital transformation objectives: 
improving the customer experience and accelerating the delivery of digital products and 
services. Banks have some work to do to achieve transformation goals of significantly higher 
cost efficiencies and revenue gains. 

Over the next 12 months, banks will be focused on two key strategies to help them meet their 
digital innovation agendas. The first is co-innovation, which will see banks harnessing the digital 
skills and expertise of partners outside of their own organization, primarily in large technology 
companies or fintech start-ups. The second is creating a dedicated innovation team focused on 
constantly trying out new ideas. Our survey highlights that increasing investments in emerging 
digital technologies will be a crucial part of their plan to support and execute these twin 
innovation strategies. Mobile technologies, advanced analytics, artificial intelligence and open 
APIs will be some of the top technologies of impact in banking in the next two years. 

However, banks must remember and ensure that any innovation they implement resolves a 
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Preface

specific business need or customer pain point. Furthermore, their innovation initiatives should 
be in complete alignment with their overall digital transformation plans and priorities. The study 
underscores the importance of reimagining the organization culture and business model as 
opposed to simply using digital tools and technologies to support digital innovation.

We hope that our readers will find the insights from all the banks and credit unions that 
participated in this study both informative and inspiring as they accelerate and scale their digital 
transformation journeys.

Vincent Bastid
Chief Executive Officer  
Efma

Sanat Rao
Chief Business Officer and Global Head 
Infosys Finacle
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The banking industry is confronted with greater challenges than ever as 
it tries to keep up with demand for more efficient ways to do banking 
and ways to make the lives of consumers easier. Many organizations are 
beginning to embrace the process of digital transformation, aligning 
products and processes to the realities of a changing marketplace.

For organizations in the early stages of digital transformation, 
most efforts are simply converting legacy paper engagement to 
digital channels. For organizations further along in the process, the 
transformation includes leveraging digital technology to create new 
products and services, new channels of revenue, and new business 
opportunities. Unfortunately, this is far from enough.

To fully achieve an optimal market position, financial institutions need to move beyond simple 
digital transformation, using innovation to ‘become digital’. This requires a complete rethinking 
of business processes, using innovative ways to reach, engage, and empower the consumer. 
More than just financial services, organizations must leverage the power of data, AI, the cloud 
and open banking to deliver experiences similar to the big tech firms in other industries. 

Leadership must think beyond traditional ways of doing business, supporting a new innovation 
culture, deploying resources to rework back office processes and retraining employees who will 
need the skills to execute this new digital future. We are talking about using new technologies, 
a new entrepreneurial spirit and new business models to create innovation that does more than 
build on the existing infrastructure. We’re talking about creating a new definition of banking 
altogether.

This year’s edition of the Innovation in Retail Banking report, sponsored by Efma and Infosys 
Finacle, shows that while progress has been made in the areas of digital transformation, 
progress is exceedingly slow. In fact, there are indications that many organizations are not fully 
understanding the scope of change required.

This year’s report also illustrates that, while more organizations are focusing on investing in 

Innovation in Retail Banking 2019 - 11th Anniversary Edition

Jim Marous

Letter from the Author

https://jimmarous.com/
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innovation, the scale of innovation is more incremental against current processes and products 
than transformational. It also appears that many innovations are still focused on reducing costs 
and changing processes than on improving the customer experience.

In the end, while digital technologies provide the opportunity for efficiency gains, it is the 
customer experience that needs to be improved. More importantly, if the organization’s culture 
remains the same, digital transformation will simply magnify these flaws.

As we move to 2020, the process of digital transformation and innovation will become much 
more about having the right leadership and culture than simply having the right technology. 
Part of this leadership and cultural change is having the willingness to act. With the financial 
services industry enjoying strong revenues, it is difficult for many organizations to take action on 
opportunities found. 

Too many organizations have top executives who hesitate to implement new technologies or 
innovations, steeped in analysis paralysis and in the comfort of current success. Unfortunately, 
there is a significant cost to doing nothing. Change is happening faster than ever before – and 
will not slow down in the future. Financial institutions need to embrace the change occurring, 
take a modest risk, implement new innovations, and test and learn. Waiting — is a losing 
proposition.

Jim Marous
Owner and CEO, Digital Banking Report 
Author, Innovation in Retail Banking 2019

Innovation in Retail Banking 2019 - 11th Anniversary Edition

Letter from the Author
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Message from Infosys Finacle

It gives me great pleasure to present the Infosys Finacle - Efma ‘Innovation in Retail Banking’ 2019 
report, authored by Jim Marous. When change is as rampant as it is today, innovation ensures organ-
izations stay meaningful to their customers. Companies need to have their ears to the ground, and 
studies such as this one enable them to listen better to what the markets and their peers are saying. In 
this year’s edition, more than 350 respondents from world-wide financial service organizations shared 
their viewpoints and approaches to innovation. 

One of the noteworthy things they said is that the innovation leader-board has been permanently reset 
into a new order topped by consumer technology giants and FinTech startups, followed by challenger 
banks and non-industry players. Incumbent banks are seen as the least likely to lead innovation.

This is not surprising. As open banking takes hold to flatten the data advantage, banks will see the 
competitive threat from new players intensify. The report says that over the next 5 years, emerging 
competition will seriously impact incumbent banks’ revenue and profitability across lines of business. 
79 percent of respondents said the impact on payments would be high or very high, and another 15 
percent said it would be moderate. Even in the case of businesses with the least expected impact, such 
as corporate banking and forex, between 60 and 65 percent of responses expect medium impact or 
higher. 

It is good that the industry is seeing things as they are; however, realization is yet to convert to read-
iness – 51 percent of respondents admitted to being mainstream or lagging in innovation. Only 14 
percent perceived themselves as pioneers. For an industry that is poised for enhanced competition and 
consolidation, this is not a happy position to be in. The industry’s thinking on the business model of 
the future also displays a similar lag – as many as 50 percent of respondents said their organizations 
would continue to operate as full stack banks across retail, business and corporate banking segments; 
only 26 percent of respondents mentioned evolving towards platform/open banking models such as 
marketplace organization, manufacturing bank, and distribution focused organization. The remaining 
organizations plan to hone their focus on select customer segments.

Again, while digital transformation has been at the forefront, few banks have managed to deploy 
digital at scale. This report echoes the previous surveys by naming legacy systems, integration issues 
and culture as the biggest barriers. We have observed this time and again among organizations that 
digitized their front ends and only now are focusing on digitizing their back-end processes and end-to-
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Message from Infosys Finacle

end customer journeys. But digital deployment at scale needs a whole new way of thinking, designing 
and executing to permeate the enterprise. It also requires a mechanism and metrics to measure success 
at different stages. 

A positive finding is the clarity with which organizations are approaching technology investments. 
Quite rightly, customer experience is the focal point of innovation investment, because it is proven that 
those who lead customer experience also lead growth. The industry is increasing investments in technol-
ogies — mobility, advanced analytics and open banking APIs, that are expected to make the biggest 
impact on banking in the next 12 months.

This is in response to customer experience moving to digital banking channels, and from there to 
channels owned by third-parties. With data flowing in abundance in an open banking environment, a 
bank’s future will be linked to the way it applies analytics to personalize experiences at scale. 

But although the technology is being acquired there are questions about it being leveraged fully; except 
in the case of mobility, banks are quite unprepared to leverage digital technologies to reap business 
outcomes. Only 30-35 percent said their level of readiness was high or very high with respect to open 
banking APIs and advanced analytics; when it came to Blockchain or Internet of Things, this number 
dropped dramatically to 12 and 13 percent respectively. 

Still, there is much to be pleased about in this year’s study. We see banks applying first-principle 
thinking to innovation. Co-innovating with business partners, dedicating a team to trying out new ideas, 
and generating new ideas internally are their top choices for driving innovation over the next year. This 
suggests that banks are steering clear of hype to root their plans in reality. 

As you go through this report, we hope you will see value in the findings and also in the innovation 
experiences shared in the interviews and case studies.

Sanat Rao
Chief Business Officer and Global Head 
Infosys Finacle
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KEY RESEARCH QUESTIONS:
•  How do financial institutions rate themselves based on innovation maturity?

•  What is the status of digital banking transformation at financial institutions globally?

•  Where is the greatest amount of banking innovation expected to occur over the next 5 years?

•  Are digital transformation efforts positively impacting business objectives?

•  What are the biggest digital transformation challenges faced by financial institutions?

•  What technologies will have the greatest impact over the next 12 months and what is the level of  
readiness to deploy these technologies?

•  Where is the greatest competition expected to impact the banking industry over the next 5 years?

•  What are the biggest differences between ‘innovation pioneers’ and organizations less dedicated 
to innovation?

KEY TAKEAWAYS: 
•  Only a small percentage of institutions considered themselves ‘innovation pioneers’, with 51%  

considering themselves ‘mainstream players’ or ‘laggards’.

•  Only 17% of financial institutions believe they have deployed digital transformation ‘at scale’,  
with larger organizations being the most advanced.

•  57% of financial institutions believe innovation will occur around product delivery, with only 17%  
believing there will be significant product or service innovation.

•  To date, digital transformation has had only a minimal impact on business objectives, reflecting 
 the lack of progress with most digital transformation efforts.

•  The biggest hurdles to digital transformation success have been caused by legacy systems,  
agility, culture and existing skill-sets.

•  While mobility, advanced analytics and open banking APIs will have the greatest impact over  
the next 12 months, organizational readiness to deploy these technologies is low.

•  The competition for business over the next 5 years is expected to be the greatest in the areas of 
payments and lending, with large tech firms, small fintech organizations and challenger banks 
being the biggest threats.

•  The most progressive innovators have greater top level support, higher investment in technology  
and talent, have less challenges with cultural issues, are more skilled at measuring results of  
efforts and are further along their digital transformation journey.

Innovation in Retail Banking 2019
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The following is a list of financial marketing case studies that are highlighted near the end of this 
report complements of the Efma Distribution & Marketing Innovation Portal. Efma members have 
free access to thousands of innovation case studies through this portal. 

Innovation in Retail Banking 2019 Case Studies

Institution Product Innovation and Differentiation

Akbank, 
Turkey

Robotic Process 
Automation

As a step in Akbank’s digital transformation process, 
Akbank utilizes Robotic Process Automation (RPA) 
technology as a flexible and low-cost tool for the agile 
automation of front and back office business processes.

Alior Bank, 
Poland Smartphonisation

Alior Bank has equipped its employees with safe smart-
phones containing pre-installed applications to move 
employees to the digital world and to enable the digital 
transformation of the bank.

Bradesco,
Brazil MEI Portal

The MEI portal offers a set of solutions and consulting for 
individual micro-entrepreneurs in the management of their 
business. The MEI Portal positions Bradesco as the partner 
bank and supports the Individual Micro-entrepreneur.

Discovery 
Bank, 
South Africa

Discovery Life 
Bank Integrator

With the Bank Integrator platform Discover Life has 
improved the traditional pricing model for insurance and 
unlocked significant savings for their clients, pricing them 
more accurately and rewarding them for good financial 
management decisions.

Intesa 
Sanpaolo, 
Italy

For Funding
For Funding is a never before seen banking solution which 
merges both lending and donation projects in a unique 
platform.

Santander, 
Spain

Transforming 
SMEs 
On-boarding

Santander Bank has launched a new on-boarding 
program for non-customer SMEs: digital, simple, faster, 
responsible and more efficient — leveraging new 
technologies with a customer-centric vision.

UniCredit,
Italy buddybank

buddybank is the first iPhone-only conversational bank 
with a disruptive idea for customer service, available 
24/7 for banking and lifestyle needs.
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Innovation Trends Over Next Twelve Months

Are traditional banks and credit unions prepared to invest the time and 
money required to become intelligent financial partners to an increasingly 
demanding consumer? More importantly, are they prepared to expand 
their service offering to take advantage of open banking regulations while 
still protecting the customer data that provides the basis for differentiation? 
These questions will be at the foundation of innovation trends for the next 
twelve months.

The status quo in retail banking is tottering. It’s under siege from new technologies, new consumer 
expectations, new competitors and new regulations. This has forced banks and credit unions to 
modify their business models, re-prioritize investments, change products and services offered and 
ramp up innovation efforts. There has also been a rethinking of distribution options, with digital 
and third party channels significantly increasing in importance.

These shifts are reflected in the sixth iteration of a study of the future of retail banking conducted by 
The Economist Intelligence Unit. Until recently, the changes in consumer behavior were believed 
to be the primary impetus for changes in retail banking strategies. For the first time, the key driver 
for change is considered to be new technologies, such as artificial intelligence, machine learning, 
blockchain, the Internet of Things and other technologies underpinned by data and advanced 
analytics. And the forecast from those surveyed is that the importance of new technologies will only 
get greater in the future (2020 to 2025). This is reinforced by the importance of regulations on data 
technology – which is also projected to increase in the longer view.

https://www.temenos.com/insights/white-papers-reports/eiu-and-temenos-the-evolution-of-intelligent-banking/
http://www.eiu.com/home.aspx


Innovation in Retail Banking 2019 - 11th Edition

© 2019 Efma and EdgeVerve Systems Limited. All rights reserved. 15

Changing customer behavior and demands

Emerging regulation on digital technology (data protection, digital taxation, etc.)

The impact of traditional bank capital regulation

Changing competitive environment (e.g. new entrants)

Growing political and socio-economic instability

Open banking

Change in macroeconomic cycle

Management of non-performing loans (NPLs)

New Technologies (AI, machine learning, blockchain, IoT, VAR)
36%

42%

28%
33%

31%
31%

22%
28%

26%
27%

27%
27%

25%
26%

29%
23%

17%
22%

■ by 2020
■ by 2025

Chart 1: What Trends May Have Biggest Impact on Retail Banking?

Strategic Priorities Expected to Shift

Similar to the changes expected in the drivers of change and the competitive landscape, financial 
institutions also see their strategic priorities changing over the next five years. In 2020, banks 
and credit unions expect the key strategic priorities to be product agility (32%), digital marketing 
(31%), digital channel migration (29%) and cutting costs (28%), while the priorities in 2025 are 
expected to be open banking (30%), cutting costs (29%), digital channel migration (28%) and 
digital marketing (27%). Aligned with the focus on data and advanced analytics, ‘hyper personali-
zation’ increases from 19% to 24% during the five-year span.

Source: The Economist © Efma-Infosys Finacle ‘Innovation in Retail Banking 2019’
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Chart 2: What are Your Top Strategic Banking Priorities for the Future?

In both time periods reviewed, while regulatory strategies were important, they were never as 
important as the consumer-facing strategies or cutting costs. Obviously, the strategies will adjust if 
there are privacy issues or a major change in regulatory or compliance emphasis. It is also clear 
that the focus on talent acquisition and retraining will not decrease in the foreseeable future. 
The EIU report emphasizes that to achieve the desired strategic objectives, there will need to be 
partnerships between banks and solution providers as well as collaboration between traditional 
banking organizations. Only with these alignments will organizations be able to be as agile and 
flexible as the marketplace requires.

Improving product agility (the ability to launch new products)

Mastering digital marketing and engagement

Migrating client usage to digital from physical channels

Cutting costs or improving margins on retail business lines

Humanizing the customer experience

Talent acquisition and retention

Launching an open banking strategy

Responding to regulatory requirements

Hyper personalization

32%
22%

27%
31%

28%
29%

29%
28%

20%
26%

24%
25%

30%
25%

21%
24%

24%
15%

■ by 2020
■ by 2025

Source: The Economist © Efma-Infosys Finacle ‘Innovation in Retail Banking 2019’



Innovation in Retail Banking 2019 - 11th Edition

© 2019 Efma and EdgeVerve Systems Limited. All rights reserved. 17

The following innovation trends are expected to take center stage over the next 12 months.

1. Serving a Segment of One

Many banks have initiatives aimed at targeting demographic-based clusters such as young people, 
millennials or older people, but some banks are now targeting customers based on lifestyles, 
values, aspirations, mindsets and underserved needs. In 2019, many banking organizations 
have gone beyond personalization by segment, to develop individualized communication and 
experiences for the segment of one. This is the ultimate level of innovative micro-personalization 
allowed through data, advanced analytics and digital technologies.

This level of personalization involves clustering a customer base with advanced criteria, where 
human-centric, design-thinking pillars and CRM tools help banks and credit unions match needs to 
solutions in real-time. One of the forgotten keys to success with segment-of-one personalization is 
estimating the potential customers’ willingness to pay for this added value. Or maybe, the key to 
success is a financial services organization’s willingness to monetize value in the way that Amazon 
sets pricing on delivering the value of Amazon Prime. Consumers must be ready to recognize the 
value behind a personalization solution and be willing and able to pay for it.

Innovation and serving a segment of one is not limited to individual consumers. Banks and credit 
unions should also focus their efforts on the small and medium enterprise (SME) segment and the 
needs of individual businesses. Many financial services organizations are taking a ‘GAFA’ (Goog-
le/Amazon/ Facebook/Apple) approach, leveraging insights and data derived from services and 
individual organizations to boost their core business.

■ Advanced: We are deploying advanced personalization technology (including 
individual 1to1 customer guidance) within our digital applications today.

■ Emerging: We offer only basic levels of personalization technology within our digital 
applications, but have plans to offer more.

■ Currently Static: We currently offer little or no personalized services with our digital 
applications - but are likely to consider adding them.

■ No Plans: We don’t have plans to add such services.

6%

59%

34%

1%

Chart 3: What is Your Ability to Provide Personalized Financial Guidance 
via Web and Mobile Apps?

Source: Digital Banking Report Research © Efma-Infosys Finacle ‘Innovation in Retail Banking 2019’
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2. Expansion of Open Banking

Of high awareness within the banking industry, but not 
yet understood by consumers is the evolving nature of 
open banking, which has proceeded in stages in Europe 
and elsewhere, but not yet in the U.S. From the consumer 
perspective, people want easier ways to manage their money 
and make their daily life easier. Many financial institutions, on 
the other hand, are somewhat overwhelmed by the prospects 
of delivering on the open banking promise. The paradox 
exists between the desire to deliver more integrated solutions 
while being transparent around the sharing of data between 
multiple organizations.

Source: The Economist © Efma-Infosys Finacle ‘Innovation in Retail Banking 2019’

41%

28%

17%

13%

Chart 4: 
How do You See Your Digital Banking Model Evolving?

Most of the concerns around open banking revolve around the collection and sharing of 
data with third parties and the inherent risks around such sharing. There is also the need to 
educate both the consumer and the employee on data security. The end result is less than 
clear regulations around open banking, and very few organizations actually being pre-
pared to deliver on what has been promised to consumers. That said, it is interesting that 
more than four in ten financial institutions (41%) are looking beyond just offering banking 
products in the future.

■  Acting as a true digital ecosystem (offering 
own and third-party banking and non-
banking products and services to own 
customers as well as to other financial 
services organizations)

■  Maintaining own product offerings and 
becoming an aggregator of third-party 
banking and/or non-banking products (PFM 
comparison)

■  Developing a niche proposition for own 
customers

■  Becoming an aggregator of third party 
products and services only (PFM comparison 
websites, etc.)

■  No change
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3. Becoming a ‘Digital Bank’

Each bank and credit union must decide the path they prefer to take in the future. Will they 
be a multi-service integrated provider of both financial and non-financial services, leveraging 
the potential power of open banking, or will they retreat to become a specialized niche 
organization for a specific segment of the banking community? Or, will they seek a partnership 
with one or more non-traditional providers, aggregating multiple products under one roof? It 
seems clear that status quo is not a viable option for the long term if an organization is hoping 
to avoid disintermediation.

Whatever path is determined to be the best, organizations must make a strategic determination 
quickly – since the rest of the world is not sitting still. Change is tough when revenues are strong 
and the risk of change could be great. Historically, traditional banks and credit unions are risk 
averse and are headed by legacy bankers. But, the need to innovate is evident and many 
financial institutions are becoming more aggressive with their innovation strategies.

The desire to build ‘greenfield digital banks’ was mentioned by 36% of the survey respondents, 
illustrating the desire to ‘build something new’. While this strategy allows organizations to build 
on a strong foundation, this foundation can also hold organizations back from truly innovating 
and building from the ground up. We have recently seen the closing of some digital banking 
initiatives (Finn by Chase), where the digital bank was never given the ‘freedom’ to succeed 
away from the legacy organization.

Other financial institutions also are innovating by collaborating with fintech firms, investing in 
fintech or building innovation units internally. Whatever strategy is decided upon, it is clear that 
innovation has become more than just window dressing at many organizations.

4. AI-Driven Predictive Banking

One of the most exciting innovation trends in the next 
12 months will be the continued movement to predictive 
banking. For the first time, the banking industry can 
consolidate all internal and external data, building 
predictive profiles of customers and members in real time. 
With consumer data that is rich, accessible and financially 
viable to deploy, financial institutions of all sizes can not 
only know their customers, but also provide advice for the 
future.

This enhanced use of data will enhance the consumer 
experience, while increasing security and efficiency. By 
moving from a rear-view-mirror perspective of customer 
communication to services deployed by robo-advisors 
and AI-driven chatbots, financial institutions will provide 
consumers with value through ‘next-best actions’ as 
opposed to blind selling of products. The real innovation 
will occur when financial institutions integrate this capability 
with the expanded services of open banking and 
connected devices.
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Open bank hub initiatives — gives customers the option to  
connect their bank data with third-party providers

31%

Build a greenfield digital bank

36%

Invest in fintech start-ups

31%

Participate in sandboxes to collaborate with fintechs and 
other technology providers to test new propositions

29%

Build a greenfield fintech company

25%

Industry hub providing workspace, expertise

23%

Acquire existing fintechs

21%

Create in-house accelerator/incubator programs

20%

Closed bank hub initiative solely for the benefit of the bank

15%

Source: The Economist © Efma-Infosys Finacle ‘Innovation in Retail Banking 2019’

Chart 5: 
Current Banking Innovation Strategy
Q: What is the most preferred innovation strategy for your bank 

currently?
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Chart 6: How are CMOs Using AI in Marketing?

Content personalization

56%
Predictive analytics for customer insights

56%

Customer segmentation

41%
Programmatic advertising and media buying

38%
Improving marketing ROI by optimizing marketing content and timing

34%
Conversational AI for customer service

25%
New best offer

15%
Augmented and virtual reality

10%
Autonomous objects/systems

3%
Facial recognition and visual search

2%%

Targeting decisions

50%

Source: The CMO Survey © Efma-Infosys Finacle ‘Innovation in Retail Banking 2019’

The reach of banks and credit unions can be expanded as virtual agents work on behalf of the 
consumer to find the best mix of solutions for each individual in real time. This transformation may 
also result in the elimination of specific traditional products (checking, loans, payments) with the 
emergence of universal cash management solutions that address all needs in an integrated service.

In the end, the focus is no longer on putting together good information and waiting for someone 
to look at it; information is now shown with the goal of proactively changing customers’ everyday 
behaviors, with figures and insights contextually delivered.
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Source: BCG Analysis © Efma-Infosys Finacle ‘Innovation in Retail Banking 2019’

■  AMAZON - I know what I need, but I’m open 
to some relevant automated feedback.

■  A PERSONAL SHOPPER - I know I need some-
thing, I just don’t know where to start.

■  A SUPERMARKET - I know what I need, and I 
know it will have it.

■  MY DOCTOR OR DENTIST - I don’t enjoy 
going, but I know I need to go regularly for 
important help.

■  MY GYM - I want it to be an important part of 
my regular routine.

37%

29%

16%

11%
6%

Chart 7:
In What Areas Would You Want Your Financial Institution to Invest Heavily?

Statement: I want my bank to be more like... 

5. Payments Everywhere

The payments industry has been, and will continue to be, one of the most dynamic areas of 
innovation in the banking industry. Impacted by changing consumer expectations and driven by 
technological advances, innovation will continue to come from traditional financial institutions, 
fintech firms and big tech players.

As the infrastructure of payments continues to evolve, innovation will move the payments industry 
from a series of specific products to part of everything consumers do. Differentiation will be driven 
by data, technology and delivery, changing the dynamics of how and where we pay and receive 
payments. Payment innovation trends will occur in conjunction with the Internet of Things (IoT), point 
of sale (POS), mobile wallets, cryptocurrencies, and the blockchain.

The impact of this innovation in payments will be a decrease in the ability to differentiate on 
back-office capabilities, a decrease in transaction fees, and an increase in the importance of dif-
ferentiated user experiences and the application of a vast array of data. Payment insights provide 
the foundation of consumer and small business behavior, positioning those organizations capable 
of processing vast amounts of payment data as the best to serve consumers in the future.

Innovating for The Future

To be able to compete and grow where margins are thin, competition is fierce, regulations are 
changing and technology has an increasing impact, financial institutions must place innovation 
as a top priority. Organizational cultures must be shifted to support innovations that will impact in-
creasingly outdated business models. Banks and credit unions must also anticipate consumer needs 
and innovate in ways that will prioritize the most effective mix of capabilities, processes & people.
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Innovation Trends Over Next Twelve Months

To successfully transform a financial services institution digitally, an 
organization must consistently evolve through innovation. Consumers expect 
personalized and contextual experiences and real-time transactions across 
all channels. This requires new business models and investment in the 
modern technologies.

Our research has found that banks and credit unions globally recognize innovation as a need, but 
many initiatives continue to fail prior to launch. This is usually caused by the lack of upper manage-
ment support, the impact of silos, inadequate planning and investment and inability to successfully 
leverage data and apply advanced analytics for the customer’s benefit. 

To succeed in the future, financial institutions must determine where individual innovation initiatives 
fit within an organization’s overall digital transformation plan. Each initiative must answer a busi-
ness need and should solve a consumer’s pain point. Most importantly, there must be cultural and 
leadership support for new ideas. 

In other words, there must be a universally understood plan for transformation that transcends the 
organization. This will support inter-departmental collaboration, provide the platform for new idea 
generation and germination and will ensure that potentially disruptive ideas are introduced to the 
market.

Types of Innovation

Determining where to focus innovation requires an assessment of internal and external needs in 
conjunction with existing capabilities. More than ever, the focus must be on building new solutions 
from the inside out, as opposed to simply putting ‘lipstick on a pig’. That said, there are instances 
where iterating existing solutions still makes sense as the foundation of these solutions are being 
transformed.

Another cautionary warning is not to focus on organizational needs such as ‘cutting costs’ or 
‘improving efficiencies’ without focusing on consumer needs. Organizations should ask the 
question, “How can we improve the consumer experience using advanced insights and modern 
technologies deployed at scale?” The best innovations in the future will meet these criteria.

Different types of innovation include:

Incremental – This type of innovation uses new sources of data and modern technology to iterate 
the consumer experience within the existing business model. These types of innovations include digital 
variations on current payment, lending, new account opening and customer service processes. While 
improving the efficiency and ‘feel’ of a product or solution, this type of innovation usually doesn’t go 
far enough to transform an organization. In many cases, this is deployed as a first step of a grander 
innovation initiative. 

Transformational – This type of innovation goes beyond incremental innovation by significantly 
changing the internal processes behind a solution using digital technology and advanced data 
and analytics as the foundation. Organizations deploying transformational innovations ‘start from 
scratch’ and build a solution as if they were already a digital organization. 
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While not necessarily changing the existing business model of the organization, a transformational 
innovation significantly improves both the operations of the financial institution as well as the cus-
tomer experience. An example of a transformational innovation may be in the complete revamp of 
new account opening and loan application processes, leveraging mobile biometric capabilities to 
eliminate data input, finding new ways to authenticate and qualify a consumer in real-time and to 
provide immediate access to services through digital devices. 

Collaborative – For most organizations, the ability to invest in brand new innovations becomes 
cost and time prohibitive. Fortunately, there are thousands of organizations working independently 
and on behalf of legacy bank and credit union firms, finding new solutions that improve the cus-
tomer experience using new technologies. Most of these fintech firms lack scalability and capital 
but have innovations that are ‘street ready’.

One of the biggest changes in the industry has been the ability to collaborate with fintech firms 
who have created easily deployable innovations that can be bought either independently or via 
solution platforms being created by large platforms as well as cooperatives. For instance, the abil-
ity to vastly improve account opening, savings, investment, payments and lending processes can 
now be done quickly by partnering with independent platform providers.

Disruptive – Several new technologies have the potential to radically change the way the banking 
industry operates. From blockchain technology to the Internet of Things (IOT), to voice and even the 
expanded deployment of artificial intelligence and robotic automation, the potential for disruptive 
automation and the need for new business models is greater than ever.

Where to Start

When financial institutions decide that innovation must become part of the organizational culture, 
it makes sense to start where the victories may be faster and the risks smaller. It is also imperative 
to match the innovations with the business needs of the organization and the time and financial 
resources available.

When asked by organizations where they should begin their innovation journey, it is usually best to 
stay within the current business model and improve the delivery of services already in place. Mov-
ing from an analog model to a digital model is significant, and focusing on improving the customer 
experience for products and services already in place is a less costly and yet very rewarding place 
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to start. The key is to make products and solutions easier to use, with design elements similar to what 
are used by digital leaders. 

As we evolve as an industry from an analog to digital state, organizations need to envision 
a digital organization and create a plan to reach this state. The plan must include inside and 
outside stakeholders, resources, systems and processes, and contingency protocols. A well-
communicated plan will ensure budget is not reallocated elsewhere prior to project completion. 
While the framework should be overarching, not all details need to be secured from the onset of 
an innovation project.

Innovation Through Iteration

Innovation progress is heavily dependent on an organization’s ability to iterate with an agile and 
fail-fast mindset. This is the modern version of ‘test and learn’ with a focus on speed. This speed 
should also be a key focus of the decision to innovate a process to begin with. 

The good news is that digital innovation allows for almost immediate feedback, providing 
the opportunity to determine ROI, customer experience impact and design functionality and 
incorporate changes in real time. This is vastly different than in the past, when organizations would 
implement changes in products annually (or less frequently) with complete platform adjustments. 
Digital innovation also allows for the management of change and continuous progress tracking, 
with innovation initiatives being executed quickly, efficiently, and at scale.
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Innovation Maturity

According to our 2019 research, the proportion of banks who consider themselves innovation 
leaders (pioneers) is very modest (14%). And, while the term ‘fast follower’ could undermine 
the concept of ‘innovation leader’, only an additional 35% of financial organizations placed 
themselves in that category. This places slightly fewer than 50% of organizations at a self-
proclaimed level of innovation maturity that has an impact on the overall business model.

Chart 8: Very Few Organizations Consider Themselves Innovation Leaders
Q:  How would you describe your organization’s approach to innovation?  

(Choose one)

Pioneer

Fast Follower

Laggard

Mainstream Player

Source: Efma-Infosys Finacle ‘Innovation in Retail Banking 2019’

14%

35%32%

19%

It is very important that organizations do not use size and 
structure of organization as an excuse for not moving 
forward with digital innovation or transformation. With 
the emergence of fintech collaboration and digital solution 
platforms, the cost and disruptive nature of innovation 
is less than it has ever been. In fact, some of the most 
progressive organizations are smaller organizations that 
are agile and flexible in the innovation efforts.

The primary driver of innovation, beyond budget and personnel, is the presence of an 
‘innovation culture’ and a focus on making innovation an integral part of the way an 
organization views itself. As we dug down into the categorization of innovation leadership, the 
most pronounced indicators of innovation maturity were size of organization and the presence 
of a higher level of stewardship of the innovation process. This is consistent with all previous 
research done in the banking industry.
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As shown below, CEO and CDO ownership of the innovation process is most prevalent, but not 
overarching. We found that the highest level of ownership was found at the largest and smallest 
organizations.

Chart 9:  
Ownership/Sponsorship of Innovation Process Varies Across Organizations
Q: Which executive owns or sponsors the formal innovation process at your 

organization? (Select one)

Source: Efma-Infosys Finacle ‘Innovation in Retail Banking 2019’

CEO

28%

Chief Digital Officer

17%

Chief Technology Officer

14%

Board

12%

Chief Innovation Officer

10%

Chief Information Officer

9%

Chief Marketing Officer

8%

Chief Experience Officer

3%

More than half (57%) of organizations surveyed stated that the largest focus of innovation was 
in the area of product delivery and delivery channels. This is in alignment with the movement to 
improve the digital customer experience across the industry. 

Not surprisingly, less than 20% of organizations are focused on product innovation. This indicates 
a strong focus on incremental innovation as opposed to more transformational or disruptive innova-
tion. While improving product delivery is important, organizations must move to more aggressive 
innovation strategies.
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Chart 10: Areas of Most Banking Innovation
Q:  In what area of banking do you see the most innovation taking place over the 

next 5 years?

Source:  Efma-Infosys Finacle ‘Innovation in Retail Banking 2019’

Product Delivery (channels)

57%

Product Innovation (new products)

17%

Competition/players

13%

Product Use (consumption)

11%

Other (please specify)

2%

Level of Innovation Investment

The proportion of banks increasing innovation 
investment each year increased from 2009 to 2016, 
with the first decline in this measure being evidenced 
in 2017. The percentage of firms increasing 
investment in innovation in 2018 increased slightly to 
82% from 79% in 2017.

Supporting the focus on improving the digital 
delivery of financial services for the improvement 
of the customer experience, investment in customer 
experience and mobility were two of the top three 
areas of increased investment in 2019.

It is encouraging that the investment in products/
services, advanced analytics and open banking 
also were expected to see significant increase in 
innovation investment in the next two years. This 
correlates with the major shortfalls traditional financial 
institutions have compared to digital firms competing 
for business.
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Chart 11:  
Investment in Most Innovation Technologies Will Increase Over the Next 2 Years.
Q:  Does your financial institution plan to increase or decrease their level of investment 

in the following over the next 2 years?

Customer experience 88% 10%2%

Mobility 82% 14%4%

New products and 
services 79% 19%2%

Advanced analytics/AI/
Machine learning 78% 20%2%

Open banking APIs 77% 20%3%

Conversational banking  
(chatbot, voice interfaces) 71% 3% 26%

Cloud computing 71% 2% 27%

Robotic Process  
Automation (RPA) 65% 3% 32%

Internet of Things (IoT) 40% 5% 55%

Blockchain 32% 4% 64%

Wearables 29% 8% 63%

■ Increase ■ Decrease ■ No change

Source: Efma-Infosys Finacle ‘Innovation in Retail Banking 2019’
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How Organizations Will Drive Innovation

While organizations indicated a vast variety of 
ways they will drive innovation over the next 12 
months, the prioritization of how organizations will 
build, buy or collaborate was exactly the same as 
in 2018.

There continued to be an increase in the level 
of desire to partner with outside organizations 
compared to previous surveys, indicating a greater 
realization that internal development may not meet 
speed and ‘focus on the consumer’ objectives. The 
emergence of more fintech provider ‘platforms’ 
is also moving the needle for collaborative 
innovation efforts.

Chart 12: 
Co-innovation and Dedicated Teams Will Drive Innovation in the next 12 months 
Q: Which of the below options best describes the stage of your organization’s digital 

transformation initiative? (Choose any one)

Source: Efma-Infosys Finacle ‘Innovation in Retail Banking 2019’

Co-innovation with other 
business partners 51% 30% 19%

A dedicated team constantly 
trying new ideas 31%44% 25%

Programs encouraging 
submission of new ideas 35%35% 30%

Partnering with large-tech 
companies 38%33% 29%

Partnering with start-ups 25%32% 43%

Running an accelerator 
internally/externally 22%25% 53%

Create or join an innovation 
consortium 27%22% 51%

Investments in start-ups 20%18% 62%

■ High or very high ■ Moderate ■ Low or very low
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Measurement of Innovation Success

Fewer organizations are taking a short-term view of innovation returns, with more organizations 
measuring innovation results more broadly. This extended view of returns from investment in 
innovation is definitely welcome, since this indicates a separation between innovation and 
quarterly financial reports. This is a cultural change in our opinion.

Chart 13:
Measurement of Business Outcomes Still Not Consistent in Most Key Areas
Q: How well does your organization currently measure the following?

Source: Efma-Infosys Finacle ‘Innovation in Retail Banking 2019’

Digital channel originated product sales

47% 30% 18% 5%

Customer experience/satisfaction

45% 30% 22% 3%

New digital channel originated customer/members

43% 34% 18% 5%

Digital sales process abandonment (incomplete sales)

28% 38% 24% 10%

Cost savings through digital channels

22% 35% 32% 11%

Cost of new product development process

21% 33% 29% 17%

Multichannel attribution (customer purchase journey)

19% 36% 33% 12%

■ Measurement (KPIS) in use ■ Limited Measurement ■ Building plan to measure
■ No plan to measure at this time
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As can be expected, in addition to a significant variance between different categories of 
measurement, there is also a significant variance in the correlation between measurement of 
innovation results and innovation maturity. In 2019, we found that the most innovative mature 
organizations were also most likely to measure results of their efforts.

Chart 14: Innovation Leaders Focus on Measuring Customer Experience
Q: How well does your organization currently measure the customer experience?

Source: Efma-Infosys Finacle ‘Innovation in Retail Banking 2019’

■ Measurement (KPIs) in use ■ Limited measurement 
■ Building plan to measure ■ No plan to measure at this time
■ Unsure

Laggard 28% 35% 26% 7% 4%

Mainstream Player 38% 31% 20% 7%4%

Fast Follower 46% 30% 22%

Pioneer 74% 14% 12%
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Towards a Modern 
Banking Industry
Article by: Boris Plantier 
Content Strategy Manager at Efma

“While many banks have made great 
progress in their digital transformation 
journeys, there’s still room for 
improvement,” says Efma’s 
Boris Plantier.

In 2015, consulting firm McKinsey made a 
lot of noise in the banking industry by an-
nouncing that banks could lose up to 60% 
of their profit and 40% of their revenues by 
2025, unless they embraced digital bank-
ing and innovation.

Four years later, and it’s impossible to deny 
the efforts that have been made by the indus-
try. Many banks have worked hard, either es-
tablishing their own innovation departments, 
or partnering with fintechs to leverage their 
innovative solutions. 

As a result, they are close to achieving their 
digital transformation and no longer need 
their physical network to operate. Customers 
are better placed to carry out banking op-
erations by themselves at a time and place 
convenient to them and all processes are 
automated, resulting in faster, more efficient 
operations.

The mortgage industry is following suit, with 
pioneering banks already completing their 
digitization phase. DBS Hong Kong is a 
great example – its Home360 one-minute 
mortgage approval gives customers a 
decision on their mortgage approval within 
60 seconds, based on personal information, 
real time credit bureau checking and property 
valuation. 

Enter the next challenge: building the 
perfect app

With digitization under their belts, banks are 
tackling the next challenge – creating the 
perfect mobile banking app. Mobile-first is 
old news, Gen Y is already moving to mo-
bile-only. This means that the race is on for 
banks to create the perfect app for its mo-
bile-centric customers: a simple, secure, intu-
itive and well-designed app with a selection 
of value-added functionalities and features.

To be successful, mobile banking has to 
be exciting and deliver a real wow effect. 
It needs to foster communication too, mim-
icking the most popular messaging apps 
with their emojis and gamification functions. 
Communication by voice should be a feature 
too, and not only for questions and answers. 
Some banks are already leading the charge 
in this regard. 

For instance, Bank Millennium in Poland 
enriched its mobile app with chatbot Milla, 
which not only can answer user questions, 
but also accept orders and execute them.

The micro and small business segment  
will be the new Eldorado

Having this perfect app will allow banks to 
stay ahead of the curve and compete with 
the growing number of neobanks that are 
popping up across the globe. 

It’s particularly important for the SME seg-
ment to build the right offer. A significant 
number of neobanks target the SME and 
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self-employed segment – and it’s easy to see 
why. This traditionally unprofitable segment used 
to be neglected by bankers. But it won’t be for 
long. IDC is expecting 45% of workers in Europe 
to be self-employed by 2025 and this trend can 
be observed in many other parts of the world. 
Therefore, the SME and self-employed segment 
will transform into a mass segment in the coming 
years – and an important source of revenue. 

A growing number of banks are transforming 
their offer to help these fragile customers run and 
grow their businesses and become more prof-
itable by building interesting ecosystems. For 
instance, Millennium bcp’s M-Accountacy in 
Portugal directly connects businesses and ac-
countants through its digital offering – and all 
within the guidelines of open banking. 

The growing number of projects that deal 
with SME banking at the 2019 Efma Accen-
ture Banking Awards is proof that banks take 
this segment very seriously. There is every 
reason to believe that the micro and small 
business segment will be the next banking 
Eldorado.

Tech giants lead the way

Payments is another area that is facing huge 
disruption. The major innovations come from 
technology giants – take the seamless pay-
ment experience offered by Uber or by Am-
azon in its Grab&Go stores, for instance. 
A new facial recognition payment system 
launched by Alibaba in China is another ex-
ample – customers can make a purchase by 
simply posing in front of point-of-sale (POS) 
machines equipped with cameras. There’s 
no need for cash, cards, a mobile phone or 

any other device. This is revolutionary. 

The next revolution anticipated in the finance 
industry will be around blockchain and cryp-
tocurrency. While it’s been spoken about for 
several years, adoption has been slow. How-
ever, the announcement of Facebook’s Libra 
launch in 2020 will force banks to put it at 
the top of their agenda. Tech giants are still 
leading the way, but I hope that someday a 
bank will take the lead. And something tells 
me it might happen in Asia. After all, the sun 
rises in the East.

Towards a Modern 
Banking Industry (continued)
Article by: Boris Plantier 
Content Strategy Manager at Efma

https://www.linkedin.com/in/boris-plantier-862b1b48/
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Digital Transformation Trends

Digital technologies are impacting every aspect of banking. Many financial 
institutions are pursuing digital transformation efforts to capture the benefits 
of these technologies, while also hoping to keep up with fintech and big 
tech competitors. Unfortunately, progress in these transformation efforts 
continues to be slow and inconsistent.

While the potential benefits of digital technologies are well documented and accepted by a 
majority of bank and credit union leaders, the deployment of digital banking transformation does 
not appear to be keeping pace, according to our research. This is concerning given that the 
pervasiveness of required digital transformation is moving beyond the IT area of banking to include 
virtually all areas of the organization.

Financial institution executives surveyed indicate that budgets are increasing for almost all digital 
technologies and that the technologies being impacted are expanding. At the same time, the 
ownership of both digital transformation and innovation are moving up the organizational 
hierarchy, with cross-functional teams being leveraged to break down legacy silo perspectives.

When asked about the progress of digital transformation efforts, only 17% of organizations 
surveyed indicated that the transformation was ‘deployed at scale’, with 41% stating that digital 
transformation was ‘partially deployed’. An additional 38% indicated that their efforts were either 
in the design phase (11%) or had ‘limited deployment’.

The research found that there is a very strong correlation between ‘innovation pioneers’ and those 
firms where transformation was ‘deployed at scale’. This finding underscores that organizations 
where innovation is a priority are further ahead of peers in the desire to become a ‘digital bank’. 
It was also found that these leader organizations had top management support, were more 
committed to investing in the customer experience and advanced analytics, and were more likely 
to measure results of their efforts. Not surprisingly, these firms had more positive financial results 
than firms where digital transformation was only partially deployed.

There are strong indications that leadership lacks experience in implementing such massive 
transformations. This has resulted in a prioritization of technology being purchased that may only 
scratch the surface of needed transformation. For instance, purchasing a new mobile banking 
platform is only as good as the underlying processes that also must be changed to improve the 
overall digital banking customer experience.

It also appears that the current financial strength of the industry is resulting in complacency around 
making large, overarching changes to what has long been the operating norm in banking. But 
the challenges don’t end there. On the not-too-distant horizon, banks and credit unions will need 
to address a digital skills shortage and the internal culture shift requisite to facilitate needed 
innovation and transformation.
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Digital Transformation Not Meeting Business Objectives

When financial institutions were asked about the objectives of their digital transformation efforts, 
the top objectives included improving the customer experience, accelerating the delivery of digital 
products and services, remaining competitive 
in the current marketplace, implementing more 
efficient business models, reducing costs and 
increasing revenue.

When the same organizations were asked 
about the success of their digital transfor-
mation strategy in meeting these objectives, 
results were inconsistent at best. Digital 
transformation seems to be having the greatest 
impact in the areas of customer experience 
and the delivery of digital solutions, with most 
other objectives not being impacted nearly as 
much.

Seeing that one of the most important 
elements of a successful digital banking 
transformation is the ability to change existing 
business models, it is concerning that only 
27% of organizations believed that digital 
transformation impacted this objective 
significantly.

Chart 15:
Progress of Deployment of Digital Banking Transformation
Q: Which of the below options best describes the stage of your organization’s 

digital transformation initiative? (Choose any one)

Source:  Efma-Infosys Finacle ‘Innovation in Retail Banking 2019’

Deployed at 
scale

Partially 
deployed

Limited 
deployment

Still in design 
phase

No digital trans-
formation strategy 

currently

17%

41%

27%

11%

4%
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Digging deeper into the data reveals a correlation between the size of an organization and the 
progress of digital transformation. The Innovation in Retail Banking research found that larger organ-
izations had greater digital transformation maturity and greater success in meeting organizational 
objectives. Credit unions also performed better than their community and regional bank counterparts.

Digital Readiness Not Aligned with Potential Impact of Technologies

As mentioned, many financial institutions are attempting to execute digital transformation on a piece-
meal basis, investing in individual technologies. While important, the investment in these technolo-
gies, by themselves, doesn’t guarantee that digital transformation will be fully integrated or seamless 
from either an internal or external basis.

Chart 16: Digital Banking Transformation Impact on Strategic Obectives
Q: How well has your digital transformation strategy met the following objectives?

Source: Efma-Infosys Finacle ‘Innovation in Retail Banking 2019’

■ High/Very High ■ Moderate ■ Low/Very Low
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40% 31%
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39% 30%
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16%
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33%
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The organizations with the greatest digital transformation maturity tend to be upgrading the most number 
of digital technologies. In most cases, the prioritization is determined by a mix of business requirements, 
cost, ease (or difficulty) of transformation, and skills available either internally or through partners.

Organizations with the highest digital transformation maturity have also made progress on implementing 
the more sophisticated technologies. These include artificial intelligence (AI), robotic process automation 
(RPA), cloud computing, the Internet of Things (IoT), and blockchain solutions.

When asked which digital technologies would have the greatest impact on banking in the near future, 
respondents to the Innovation in Retail Banking Report survey put mobile technologies at the top, followed 
by advanced analytics and open banking APIs. At the lowest end of the spectrum were the Internet of 
Things, blockchain and wearables.

Probing further into financial institution’s digital readiness to deploy the same list of technologies, we 
found that most financial institutions did not consider themselves prepared for the future, with less than 
half of them believing they were significantly advanced with any technology. It also appeared that 
organizations believed they were less prepared for advanced analytics/AI/machine learning than what 
the marketplace may dictate (76% high impact rating – first chart, compared with 31% high degree of 
readiness – second chart).

Not surprisingly, organizations considering themselves innovation leaders or fast followers rated 
themselves significantly more ready to use digital technologies. One of the greatest variances of 
readiness was in the category of advanced analytics which indicates a positioning that will benefit 
innovation leaders in all areas of digital transformation.

Chart 17: Digital Technologies with Greatest Impact on Banking Over Next 12 
months. Q: Which of the below options best describes the stage of your organization’s 
digital transformation initiative? (Choose any one)

Source: Efma-Infosys Finacle ‘Innovation in Retail Banking 2019’
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Chart 18: 
Financial Institution Readiness to Leverage Digital Technologies
Please indicate the level of readiness of your organization to leverage these 
technologies to deliver expected business outcomes.

Source: Efma-Infosys Finacle ‘Innovation in Retail Banking 2019’
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■ High or Very High ■ Moderate ■ Low or Very Low

Top Digital Banking Transformation Challenges

The two most difficult challenges banks and credit unions face in their digital banking transfor-
mation journeys are not surprising: legacy technology (72%) and systems integration challenges 
(76%). These overarching issues are intertwined with the challenge of time and cost required for 
implementation (70%).

The fourth most-cited challenge was the culture and structure of the organization, with 63% of 
organizations saying that they struggle with this either much or very much. The financial services 
industry is steeped in tradition, with many of the processes, organizational structures and delivera-
bles created decades ago, when the industry was comparably much simpler. It is clear that legacy 
cultures must undergo a significant evolution to facilitate the digital transformation underway.

The research indicates that, while budgets are growing, the funding of digital transformation efforts 
may not be keeping pace with needs. This is illustrated by the fact that budget constraints were 
mentioned by six out of ten organizations.
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Chart 19: Top Digital Banking Transformation Challenges
Q: Which parts of the innovation and digital transformation process does your financial 

institution struggle with the most?

Evaluating/prioritizing 
 new ideas

Gaining executive sponsorship 
& buy-in to prioritize innovation

Lack of data

Market intelligence/keep up 
with new ideas in the market

Market adoption 
of the new innovation

Legal, risk or compliance issues

Deployment of new technology

Lack of skills and expertise

Budget constraints

Culture/structure 
of your organization

Time/cost required 
 from concept to reality

Legacy technology 
landscape

System integration challenges

Source: Efma-Infosys Finacle ‘Innovation in Retail Banking 2019’
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30%70%
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24%76%

■ Much or very much ■ Little or very little

The survey results also confirm that developing talent and skills throughout the organization is 
considered one of the major challenges to digital transformation. This relates not just to specific 
capabilities, but also to the need for leaders who better understand how to integrate new digital 
methods and processes into existing ways of working. It is expected that this challenge will only 
get greater in the future due to the lack of experience in the marketplace.

As organizations take stock in the challenges faced with digital transformation, this list can provide 
guidance as to where emphasis should be placed.
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How to Increase Chances for Digital Transformation Success

While survey respondents indicate that many digital banking transformation efforts are underway, 
most efforts are still in the early stages of implementation. Lessons can still be learned from financial 
institutions as well as non-financial organizations who have gone further in the journey. Some of the 
keys to success during a digital transformation include:

•  Create an innovation and digital transformation culture: More important than the invest-
ment in new people or technologies, organizations must support an innovation and digital 
culture – using leadership and culture to accelerate all underlying investments.

•  Rethink the workplace: Banks and credit unions will need to invest in people and skill sets 
that are radically different than what has been needed in the past. Some of this may be solved 
through retraining, but much will be driven through cross-functional teams, external partnerships 
and new employment models.

•  Build from the inside-out: Buying new digital technologies will not create optimal results 
unless underlying processes are completely revamped for a digital future. Steps must be 
eliminated and design must reflect the desires of the digital consumer.

•  Provide universal accessibility to insight: In the past, data and consumer insights were held 
within product-driven silos. For digital transformation to be successful, data, insights and digital 
tools must be accessible across the organization.

•  Encourage risk-taking: People across the organization must be encouraged to challenge 
legacy ways of thinking and provided the opportunity to generate new ideas that may involve 
modest risk taking.

•  Foster sense of urgency: Banks and credit unions have traditionally progressed slowly with 
change. Digital transformation requires an agile mindset with incremental changes being ongo-
ing and rapid.
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Embracing Digital  
Disruption
Article by: Maurice Lisi 
Intesa Sanpaolo

There is no lack of discussion around ‘Dig-
ital Banking Transformation’ in the financial 
services industry. Digitizing banking is driv-
ing huge investments in IT and has had a 
significant impact on the broader organiza-
tion of both banks and credit unions. In ad-
dition, almost all incumbents are replacing 
or updating their legacy systems and lever-
aging new technologies to improve back 
office banking operations while elevating 
the overall customer experience.

Banks are mainly focusing on technical 
tasks and on how to embrace new technol-
ogy, whereas much more must be done with 
regards to the culture within organizations. 
To implement digital transformation consist-
ently, there is certainly a need for a deep-
er and broader technology expertise than 
currently exists in a lot of financial compa-
nies. But, there is also a need for big shifts 
in company culture requiring new leaders 
who can bring such radical transformation. 

Digital transformation is the process of com-
pletely changing the way banks are deliv-
ering their financial services, with the need 
to redefine the back office and delivery fun-
damentals of products and services, avoid-
ing the pitfall of considering transformation 
solely as an IT task. In nutshell,  digital trans-
formation is not a technical or IT issue, but a 
company’s cultural change – especially as it 
relates to the end consumer.

Changing the Company Culture

To change the company culture and legacy 
DNA, banks need to identify new leaders 

who understand such challenges and may 
help the bank to change effectively. These 
leaders may not be legacy bankers, but 
senior executives who have a legacy in 
tech or digital firms from different industries.

Emerging technology applications, par-
ticularly intelligent automation, are already 
changing the workforce and are expected 
to have an increasingly profound impact in 
the near future. Technologies such as robotic 
process automation, machine learning, and 
adaptive intelligence are also beginning to 
have a significant impact on compliance, 
payments, and retail services, among other 
banking functions.

Understanding the New Technologies

Financial institutions need employees with 
the skills to understand how these technol-
ogies can be effectively applied, and they 
need agile and adaptive workforces to nav-
igate these changes.

Looking beyond traditional banking organi-
zations, we see how teenagers experience 
banking very differently compared to old-
er age groups, seeking financial solutions 
with new search and utilization behaviors. 
Younger demographic groups are embrac-
ing new fintech solutions and are open to 
trying solutions created in the exploding 
start-up space, pushing incumbents to un-
dergo a complete rethink of the way servic-
es are created and delivered. 

We are approaching the ‘breaking point,’ 
where financial institutions need to redefine 
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the way they satisfy an increasingly dig-
ital marketplace. Since culture reflects the 
values and behavioural activities that pre-
scribe how work gets done within an organ-
ization, it is of utmost importance in driving 
transformation.

Importance of Digital Culture

By ignoring culture, an organization risks 
transformation failure. Alternatively, we can 
safely state that companies which focused 
on building a digital culture sustained strong 
or breakthrough performance. Not one of 
the companies that neglected to focus on 
culture achieved significant results.

A director said, “We will not know what the 
bank of the future will be like until we feel 
our way there. It is clear, however, that one 
of the big governors of success will be our ability 
to bring in tech people and integrate them into 
the guts of the business.”

Banks have built a strong legacy engaging 
traditional bankers’ skills, and now it’s real-
ly a challenge for them to play in this new 
digital environment. The bankers and new 
leaders of tomorrow will be completely dif-
ferent than the employees that we know to-
day. The mindset, the behavior, the attitude 
will be drastically different. Skills that today 
were dominant in company culture will be 
most probably replaced by AI, and robot-
ic process automation, while new skills will 
lead the company culture. 

Banks need to let go of the legacy risk-averse 
culture, promoting a culture of rapid exper-

imentation, testing and learning, growth 
mindset development, courage in taking 
risks, and a culture that permits and embrac-
es failures. This change is huge, and not all 
organizations will be able to embrace it. But, 
it will determine who will survive in the future. 

Banks that are willing to completely disrupt 
what has been comfortable in the past, em-
bracing a new digital culture, will be the 
new leaders in the industry. There will be no 
space for those who choose to be compla-
cent and continue the current status quo.

Maurice Lisi  
As Head of 
Multichannel 
and  Customer 
Experience, 
Maurice is 
responsible 
for drawing 
and delivering 
the digital 
transformation 
strategy in the Subsidiary Banks’ network 
of Intesa Sanpaolo, reshaping and 
transforming the banks’ customer-facing 
channels across all segments and all touch 
(trust) points of the banks. 

Maurice Lisi

Embracing Digital  
Disruption (continued)
Article by: Maurice Lisi 
Intesa Sanpaolo
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Deployment of Advanced Technologies

The next 12-24 months will not be a continuation of the past with banking 
technology. But which technology trends will matter most in the months and 
years ahead? Big data and AI? The cloud? Digital-only banks? The answer 
is critical because ignoring these trends now will make it more difficult than 
ever for complacent banks and credit unions to catch up.

Never before has the importance of technology been greater in financial services. Competition 
from fintech firms and big tech giants, increased expectations from the consumer, and new inno-
vations connecting data to digital delivery are requiring banks and credit unions to embrace new 
technologies in order to build winning strategies.

Here are some of the most important technology trends banks and credit unions must address this 
year and in the foreseeable future. These are in no particular order, since each organization will 
be different as to the prioritization and investment allocation. Suffice it to say, however, than none 
should be ignored.

1. Using Data and AI for Personalization at Scale

When it comes to personalization, consumers are pretty clear what they want. They want 
recommendations that they wouldn’t have thought of themselves, and a clear direction about 
what they should buy when they are shopping for a product or service. In other words, financial 
institutions should show consumers that they have been listening and learning from their activities.

People also want their banking providers to know them, look out for them, and reward them no 
matter what channel they use or what time of the day or night it is. This includes letting them know 
their overall financial status — on demand. Finally, banks and credit unions must continuously show 
the value they provide for the insight consumers let them collect.
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Chart 20: Building Personalization at Scale with Rich Data

Source: McKinsey © Efma-Infosys Finacle ‘Innovation in Retail Banking 2019’
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With artificial intelligence (AI), there is the potential to transform customer experiences and 
establish entirely new business models in banking. To achieve the highest level of results, there 
needs to be a collaboration between humans and machines that will provide a humanized 
experience that is different for each customer.

2. Voice-First Banking

A major part of the voice-first paradigm is a modern “intelligent agent” (also known as “intelligent 
assistant”). Over time, all of us will have many, perhaps dozens, of these agents interacting with 
each other and acting on our behalf. These agents will be the “ghost in the machine” in voice-first 
devices. They will be dispatched independently of the fundamental software and form a secondary 
layer that can fluidly connect between a spectrum of services and systems.

In the next three to five years, most financial organizations will move from basic dialogue and ac-
count inquiries to doing transactions using voice commands. This can include being able to execute 
payments using voice commands, as well as doing account transfers and establishing account alerts 
using voice commands. Many believe that in the next five years, 50% of all banking interactions will 
be via voice-first devices.
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With the vast majority of consumers having banking relationships spanning a decade or longer, 
the integration of voice, long-term transactional analysis, geolocation, and current contextual learn-
ings combined with preferences and behaviors outside of banking over time, is where the power 
of AI and voice commerce becomes really exciting.
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Chart 21: 
Moving from Mobile Banking to Conversational Banking
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3. Open Banking

While the largest tech firms — Google, Apple, Facebook, Amazon (GAFA) — are leading the 
charge towards implementing open API platforms, the model they use may not be the one most 
banking organizations should follow. Not only do most financial institutions lack the technical 
expertise or the financial wherewithal to implement these models and support a vast developer 
community, the ability to acquire new customers to replicate their success is unlikely.

That said, an open banking platform future is within sight for financial organizations of all sizes. 
For instance, account aggregation is becoming much more commonplace, with firms like Citibank 
developing completely new digital-only products with this capability. Similarly, traditional banking 
functions like taking deposits or making payments could become integrated within non-traditional 
organizations (Starbucks, Amazon, etc.). In the end, key managers in virtually all financial organi-
zations should already be meeting to determine what their organization may look like in the future 
and how services will be created, marketed and distributed.

4. Digital-Only Banks

Creating a digital-only banking proposition involves aligning new technologies and solutions with 
the legacy bank’s existing design, brand value and business model. There must be the involvement 
of leaders who are tech-savvy, building technology with customer-centric approach. Financial insti-
tutions can also leverage the technical capabilities of fintech startups to assist in the development of 
digital-only banks.

Having a digital-only proposition may become increasingly important as more non-traditional 
banking choices are available to consumers today, enticing them to switch banks for better custom-
ized services and value propositions. According to an Accenture report, “banking consumers in 
North America want it all — deals and discounts, convenience, relevance and banking customer 
experiences that combine the latest in digital banking with human interaction. Consumers will share 
personal data to get what they want and switch banks if they do not.”

5. Cybersecurity

There is no doubt that the increased use of technology and digital channels have made the bank-
ing industry more susceptible to cyber-attacks and have forced banks and credit unions to be in 
the unenviable position of playing ‘catch up’. New open banking regulations that require banks to 
share customer information with third-party providers makes the industry even more vulnerable.

Now more than ever, banks must become proactive in their handling of data protection and man-
aging cybersecurity risks. Unfortunately, consumers want the best of both worlds — ease of use 
and increased protection of data and identity. This will require the banking industry to implement 
multi-factor authentication, secure applications, digital signatures, and other forms of security such 
as biometrics.

6. Threat of Big Tech

Almost six in ten consumers who are looking to move to a new primary financial institution (or 
would consider doing so) are open to Big-Tech firms such as Google, Amazon, Facebook or 
Apple, according to a report from Novantas. This represents a 14-point increase over the 2017 
survey, illustrating the potential impact of a major banking product introduction by any of the major 
tech companies.
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One of the primary benefits traditional banks and credit unions had over their competition in the 
past was trust. Nobody wants to put their life savings at risk or to partner with an organization 
that wouldn’t protect their identity and privacy. According to recent surveys, however, it does 
not appear as though trust is a big problem for firms like Amazon. In fact, many consumers trust 
Amazon more than their current primary bank.
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Chart 22: 
Tech Firms Doing Better on Key ‘Elements of Value’

Source: Bain & Company © Efma-Infosys Finacle ‘Innovation in Retail Banking 2019’

If an organization wants to improve their standing against the likes of Google, Amazon, Face-
book and Apple, it is best to focus on becoming a much better digital organization and making it 
easier for digital consumers to do business with you. That may require partnering with specialists or 
solution providers that excel in these transformations, but the investment is important as the gap in 
performance between the best and the mass is widening every day.

7. Blockchain Tipping Point

More and more financial institutions are using blockchain technology or are in the process of 
implementing blockchain capabilities given its myriad applications. These tests and roll-outs could 
push blockchain into mainstream adoption in 2019, especially at larger organizations.

For the most part, the focus of blockchain implementations has been around cost reduction and 
process simplification. The adoption of blockchain in payments, remittances, provenance, and 
traceability are where blockchain technology seems to be used the most extensively currently.

According to CB Insights, “For use cases that don’t need a high degree of decentralization — but 
could benefit from better coordination — blockchain’s cousin, ‘distributed ledger technology (DLT),’ 
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could help organizations establish better governance and standards around data sharing and 
collaboration.”

8. Cloud-Based Solutions

According to the American Bankers Association, banks are generally receptive to cloud-based 
core banking, with 29% saying they would consider it, 50% saying they were unsure and 21% 
saying they would not consider it. Many experts think cloud-based core banking will soon become 
more mainstream, with many believing that the majority of new core banking projects launched by 
2020 will be in the cloud.

Much of the momentum around cloud-based solutions is because any financial institution relying 
on a legacy infrastructure cannot compete against faster and more innovative digital competitors. 
Implementing cloud technology automates operations and workflows, resulting in increased effi-
ciency, security and cost savings.

Whether banks go with a public or private cloud – security of data, identities, etc. is essential. 
And while cloud-based core banking may not be the biggest trend right now, banks and credit 
unions should consider this as one of the most important technology trends in the future.

Becoming A ‘Digital Bank’ Requires More Than Advanced Technology

As financial institutions work to digitally transform their business, there is a need to go beyond 
simply buying new technology or deploying new solutions. To succeed, retail banking leaders must 
build a culture supportive of meeting consumers’ rapidly increasing expectations.

Virtually all financial institutions in the world are focused on making their organization ‘more digital’. 
From overhauling back office operations to leveraging new technologies to increasing customer en-
gagement, the requirement to understand and respond to the needs of the digital consumer has never 
been greater.

We’re not talking about small changes here. In most cases, what’s required is large-scale change 
that typically takes years to accomplish. It would include new technologies, strategies, processes, 
skill sets and a complete disruption of legacy organizational structures — moving from a product 
focus to a consumer focus.

This digital transformation cannot occur without the rethinking of the back-office processes banks 
and credit unions have had in place for decades, including a streamlining of operations and the 
integration of new data sets. But the most impactful transformation occurs with customer-facing 
engagement, including products, communication, customer-service tools and marketing strategies. 
In the end, it is all about creating contextual engagement across multiple channels.

Becoming a digital organization is significantly more than simply providing online and mobile func-
tionality. It requires supporting consumer engagement across all channels seamlessly. It also means 
simplifying all consumer interactions with modern technology. A ‘true’ digital organization focuses 
on the customer experience at every point of contact, throughout the entire customer journey.

A digital organization must include the way employees interact with other employees internally 
as well as with people externally. In many instances, the roles, responsibilities and organizational 
structure must change to accommodate this digital transformation. Not surprisingly, there also needs 
to be a culture instilled that supports the new digital organization while enabling the company’s 
strategy.
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A digital organization must be built in anticipation of change. This will alter the way almost every 
organization operates, requiring new processes, skills, products and approach to meeting con-
sumer needs. Employees must be prepared to accept change, be aware of the ways change can 
impact their work, and be willing to disrupt themselves as needed in order to cope with the new 
digital culture.

In the end, a good strategy or great technology will not overcome a culture that is not in alignment 
with the transformation taking place. If leaders within an organization do not engage and get the 
support of employees at all levels, digital transformation efforts will fail. Leaders will need to em-
brace and display the change in the behavior desired, acknowledging and rewarding those who 
exhibit the correct mentality at every chance available.

Impact of Advanced Technologies

When financial services organizations worldwide were asked about the impact of advanced 
technologies in the next 12 months, Mobile Technologies and Advanced Analytics/AI were 
thought to have the largest potential impact followed by 
Open Banking APIs.

In 2018, Open Banking was thought to have the 
greatest impact, with this scoring being positively 
impacted by institutions in the European countries 
where Open Banking is already being regulated. As in 
2018, we saw Open APIs being scored highly by all 
banks in all regions, reflecting the forward view of most 
respondents.

The high positioning of Advanced Analytics/AI/
machine learning and conversational interfaces is 
aligned with other research done by the Digital Banking 
Report, but we continue to see that this commitment is 
much more aspirational than evidenced in current use. In 
fact, the relatively slow adoption of advanced analytics 
is one of the major concerns regarding the ability for 
many financial institutions to compete in the future.

The rather high positioning of cloud computing illustrates the industry’s awareness of the efficiencies 
and agility associated with using the cloud to process data. It is interesting to note that, despite 
significant industry discussions around the potential of the blockchain, the perceived impact of 
blockchain technology over the next year continues to be far lower than most other advanced 
technologies. 

As would be expected, the emphasis on blockchain and most advanced technologies increases 
with the size of the organization and the self-measured digital transformation maturity.
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Source: Digital Banking Report August 2019 © Efma-Infosys Finacle 
‘Innovation in Retail Banking 2019’

Chart 23: 
Digital Technologies with Greatest Impact on Banking Over Next 12 Months
Q: Which of the below options best describes the stage of your organization’s 

digital transformation initiatives? (Choose any one)

Readiness for Implementation of Advanced Technology

As we found in 2018, despite the high rankings for the impact of advanced technologies, most 
institutions did not rank themselves high when asked about the readiness to deploy these technolo-
gies. The single exception was in the area of mobility, although our previous research shows that 
most organizations significantly underestimate what is required to deliver a true digital experience 
on mobile devices.

Of concern is the continued low score for the ability to leverage advanced analytics and machine 
learning. This also is aligned with other research done by the Digital Banking Report. This lack 
of commitment and readiness around the integration of advanced analytics will inhibit all other 
technology advancements and innovation efforts.
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Chart 24: 
Financial Institution Readiness to Leverage Digital Technologies
Please indicate the level of readiness of your organization to leverage these technologies to 
deliver expected business outcomes.

Source: Efma-Infosys Finacle ‘Innovation in Retail Banking 2019’

Mobility 43% 38% 19%

Open Banking APIs 31%35% 34%
Conversational 

Banking 
(chatbots, voice)

32%32% 36%

Advanced Analytics/
AI Machine Learning 32%31% 37%

Robotic Process 
Automation (RPA) 25%31% 44%

Cloud Computing 37%31% 32%

Internet of Things 
(IoT) 25%13% 61%

Blockchain 20%12% 68%

Wearables 28%11% 61%

■ High or Very High ■ Moderate ■ Low or Very Low

Advanced Analytics, AI and Machine Learning

The future of consumer engagement demands proactive responses to consumer needs, beliefs 
and behaviors in real time. Using internal and external data, as well as advanced analytics and 
artificial intelligence, financial institutions will be able to take advantage of opportunities and 
avoid risks on the consumer’s behalf for an enhanced customer experience in a digital instant.

Data and advanced analytics lie at the core of every financial institution wanting to build stronger 
engagement capabilities. Unfortunately, many organizations continue to struggle to apply data that 
will improve the customer journey, or to move from reactive to proactive communication.

To build a successful consumer engagement strategy, banks and credit unions have to better 
understand — and in real time — the consumer opportunities and threats that data reveals. The 
challenge: Most organizations have cumbersome data and analytic back offices and outdated 
data policies. And they lack sufficient talent to make the application of insights timely and reliable.

Customer engagement leaders know that the key to a strong customer experience is to behave like 
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a financial relationship management “concierge,” proactively providing insight to the consumer 
based on real-time financial opportunities or threats. Is there more money in a checking account 
than normal? A skilled concierge proactively asks the customer if they can move some funds to 
a higher-yielding savings plan for them. On the other hand, are funds in the checking account 
running low from an historical perspective? Or is a loan payment coming due? The engagement 
leader moves funds accordingly … in real time.

The entire process must run seamlessly, with minimal consumer intervention required. Over time, the 
consumer should believe in the decisions being made on their behalf, in much the same way that 
they would feel being handled by a financial advisor who treats them as the largest relationship in 
their portfolio.

The power of data, advanced analytics and artificial intelligence will be at the foundation of 
consumer engagement, creating autonomous, real-time decisions without human intervention. 
Because the decisions are made mostly through instant machine-learning capabilities on an 
individual basis, the deployment of personalized customer engagement will be completely scalable 
across an organization at a nominal variable cost.

The beauty of digital engagement driven by data, advanced analytics and AI is that a dialogue 
can be created across a broad range of topics. Instead of trying to sell a limited range of products 
in a program-based environment, all products and services can be included in the conversation, 
based on identified need.

Each interaction is based on the individual profile, preferences and behavior of the consumer. 
With the integration of chatbots, voice and live agents, consumers can provide feedback on each 
communication and interaction, allowing models to improve and become even more personalized 
over time. The learnings during the process not only makes the engagement more personal, it 
makes it more powerful because recommendations will be more accurate.

While what’s learned will potentially increase the amount of dialogue 
over time, personalization and contextualization will improve, as well 
as revenues. More importantly, the learnings will be shared across the 
organization, making every contact point (human or machine) more 
intelligent and consistent. This democratizing of customer insights across 
the organization will also make business projections more accurate.

Traditionally, customer acquisition, onboarding, cross-selling and 
loyalty were all supported through the use of internal data and insights. 
The response to a marketing solicitation, the change in balances, 
the opening of a new account, or some other trigger created the 
opportunity for potential engagement. For the most part, these activities 
were centralized within the financial institution’s database or on channel-
based transaction histories.

In the future — and that’s today — there is no reason to limit signals of 
intent to banking transactions. Instead, every engagement that could 
have a financial potential can be included. Consumers may express a 
financial goal, need, concern, change in life-stage, or future opportunity 
or threat on social media, in discussions with your call center, as part of 
digital content interactions or even mass media absorption.
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Combining insights from all of these touch-points will create an even more robust profile of your 
customers that can improve engagement success. Remember, consumers no longer walk into a 
branch or pick up a phone to voice a concern or to make a purchase. Instead, they often interact 
on other channels hoping that their financial institution will “figure it out.”

The future of customer engagement leveraged data, advanced analytics, modern marketing tech-
nology and expanded communication channels will spot changes in consumer behavior almost 
instantaneously. In a manner similar to the power of technology in today’s modern automobile, the 
goal is to find the best possible route to an intended future destination with minimal risk. If a poten-
tial hazard appears unexpectedly, or an opportunity to reach a destination becomes available, the 
automobile responds accordingly.

With advanced technology, machines can find engagement opportunities with little intrusion by 
humans. This frees up marketing and data personnel to focus on design, strategic direction, organi-
zational integration and agile test-and-learn scenarios that will improve results. The success of these 
engagement tests will also help the innovation process, selection of technology and open banking 
partners, human resource allocation and changes in delivery.

To facilitate the future of engagement will require strong leadership support. Not only will invest-
ments need to be made in technology and training of existing personnel, but a culture shift will 
be required that sets the foundation of an entirely new focus on the consumer. The consumer will 
become the center of all initiatives, with product goals and resource allocation being determined 
by consumer needs and behaviors.

While it will be difficult to let go of past methods of communication and selling, the results will be 
stronger with metrics that can support every step of the process.

Chart 25:
Innovation Leaders are Most Committed to Investing in Advanced Analytics & AI
Q:  Does your financial institution plan to increase or decrease the level of investment 

in Advance Analytics and AI in the next 2 years? 

Source: Efma-Infosys Finacle ‘Innovation in Retail Banking 2019’

■ Increase ■ Decrease ■ No change ■ Don’t know

Laggard 51% 32% 17%

Mainstream Player 68% 20% 11%

Pioneer 84% 8% 6%2%

Fast Follower 78% 12% 8%2%



Innovation in Retail Banking 2019 - 11th Edition

© 2019 Efma and EdgeVerve Systems Limited. All rights reserved. 59

Future of Open Banking

Open banking allows third-party developers to build applications and services that plug into the 
technology backbone of a traditional financial institution. Using open-source technology and APIs, 
third-parties can build new financial tools leveraging private customer data that was previously 
inaccessible. This is why — in theory, at least — open banking promises to accelerate innovation, 
thereby giving consumers more options and greater convenience.

Some executives in the financial industry will struggle seeing how it’s in their institution’s interest to 
promote open banking, since they have to “give away” valuable data to third-party providers. In 
some scenarios that might be true, but adopting open banking could be a defensive strategy to (1) 
fight the onslaught of fintech firms, neo-banks and other disruptive challengers, while (2) remaining 
competitive with other institutions that have embraced it.

Nevertheless, opening up your banking platform does afford some significant benefits and 
opportunities.

1. Expanded portfolio of products and services. As described by Mobey Forum, banks and 
credit unions can take the role of “producer”, “distributor” or both. As producers, they would offer 
their own products through third-party channels. As distributors, they would give consumers access 
to other companies’ financial products. Either way, this gives the institution a more complete portfo-
lio, and exposure to a wider range of potential customers — what some call the “network effect.”

2. Greater personalization. Increased transparency and data-driven tools will assist consumers 
in managing their financial lives. MX points out how that, in turn, improves relationships and prof-
itability of the financial institutions that provide them. To accomplish this, banks and credit unions 
can use third parties’ customer knowledge to improve their own understanding of the segments 
they serve.

3. Generate alternative revenue streams. McIntyre and others say payment transaction fees 
are a diminishing stream, and that data-access fees in an open banking model can help offset 
that. BBVA is one bank already charging micro-payments for data access, McIntyre says.

4. Eliminate “screen scraping.” In the past, screen scraping allowed third parties to access 
financial data by logging into digital portals on behalf of a financial institutions’ customers. It 
typically involves creating a mirrored login page, which looks and feels similar to the institution’s 
online login page. The customer enters their login details and passwords so the third party can use 
its screen scraping tools to copy available data to an external database. The practice is generally 
hated by banking institutions for security and customer control reasons. Open banking does away 
with the need because under most regimes, third parties must meet security requirements to qualify 
for access. As for control of customer data, however, that horse is out of the barn. Increasingly 
consumers are exerting control over their data.

5. Stealing business. Canadian banker Lionel Pimpin, SVP/Digital Channels at National Bank 
of Canada, says open banking is a two-way street. National created a digital hub where business 
clients can display both in-house [on-us] and external [on-others] accounts. That’s not only conven-
ient for the business customer, it’s an opportunity for National to steal some business, as long as the 
client grants permission to view the data that they have imported from rival institutions.
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Shifts in Organizational Structure for Innovation

When asked about what was the most likely structure of individual banks in the next 12 months, 
more than 50% of organizations will be focusing on co-innovation with other organizations. Half of 
the organizations also plan to retain the current full-stack structure. This is not surprising since this is 
the ‘easiest’ path to success as organizations need to increase digitalization of the organization in 
an agile manner. 

Far fewer organizations are looking to develop innovations internally or embrace a segment-
oriented structure going forward, either because of a lack of direction or investment commitment. 
Interestingly, a rather low percentage of firms were considering partnering with either big tech or 
fintech firms. We did find that the willingness to partner is far higher for organizations considering 
themselves as ‘innovation pioneers.’

Chart 26: 
Co-innovation and Dedicated Teams Will Drive Innovation in the Next 12 Months 
Q: Which of the below options best describes the stage of your organization’s digital 

transformation initiative? (Choose any one)

Source: Efma-Infosys Finacle ‘Innovation in Retail Banking 2019’

Co-innovation with other 
business partners 51% 30% 19%

A dedicated team constantly 
trying new ideas 31%44% 25%

Programs encouraging 
submission of new ideas 35%35% 30%

Partnering with large-tech 
companies 38%33% 29%

Partnering with start-ups 25%32% 43%

Running an accelerator 
internally/externally 22%25% 53%

Create or join an innovation 
consortium 27%22% 51%

Investments in start-ups 20%18% 62%

■ High or very high ■ Moderate ■ Low or very low
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Chart 27: 
Half of organizations plan to keep current ‘full stack’ business model in the future.
Q: What will be your primary business model in the future? (Select one)

Source: Efma-Infosys Finacle ‘Innovation in Retail Banking 2019’

Full stack bank - Focusing on all 3 areas of developing, 
distributing and servicing of banking products

Segment-focused organization - Focusing on a small set 
of segments building best-in-class services

Distribution organization - Focused on most efficient 
distribution and servicing of products created by other 
organization

Marketplace organization - Offering products created 
internally and by outside organizations

Manufacturing bank - Developing products with 
distribution led by others

50%

24%

17%

8%

Use of Cloud Technology

The cloud provides financial institutions of all sizes the opportunity to boost capacity for handling 
data, while also providing an increased level of agility, security and scalability for banks. Use 
cases include data analytics, batch processing and data storage, with the cloud allowing for more 
flexibly and efficiency. 

Cloud computing also provides financial institutions the ability to 
gain efficiencies and reductions in costs, since the technology 
only requires banks to pay for the services they use compared to 
the ongoing costs of existing IT infrastructure.

While cloud adoption within the banking industry still has much 
room for growth, some financial institutions are already moving 
heavily into this new technology. Some of the hesitancy of other 
organizations revolves around potential regulatory implications. 

The issues include how to provide service continuity for customers 
in the face of any potential mishaps on the cloud, how personal 
information is stored, how it is used, issues around the depend-
ence on third-party providers and the overall security of cloud infrastructure.

Similar to the deployment of most other technologies, the primary rationale for deployment of cloud 
technology is for improved efficiency and cost savings, and to facilitate innovation. 
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Chart 28: Rationale for Using Cloud Computing

Source: Efma-Infosys Finacle ‘Innovation in Retail Banking’ Survey 2019
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Voice Technologies

Voice devices have become a mainstream utility in most homes, with voice-first engagement be-
coming more commonplace across technologies. According to the Smart Audio Report from NPR 
and Edison Research, the number of devices in homes have increased by 78% year-over-year, 
with Adobe’s latest State of Voice Assistants report stating that 32% of consumers now own a smart 
speaker, up from 14% in January 2018.

According to the NPR and Edison Research study, the average smart speaker household has 2.3 
devices, with 52% using their device daily. These households use the devices for a variety of tasks, 
including doing research, tracking deliveries, managing personal calendars, buying products or 
just playing music. Beyond the use of smart speakers, even more people use the voice functionality 
on their phones or other Internet of Things (IOT) devices.

Chart 29: Number of Smart Speakers in U.S. Grows by 78% in One Year

+78%

66.7 Million

December 2017

118.5 Million

December 2018

Source: NPR and Edison Research © Efma-Infosys Finacle ‘Innovation in Retail Banking 2019’ 
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Analyst firm Juniper Research is predicting nearly 8 billion digital voice assistants to be in use 
globally by 2023, representing an annual compound growth of more than 25%. The Juniper report 
also predicts that voice-based commerce will reach $80 billion by 2023.

With Google, Amazon, Facebook, Microsoft and Apple all being aggressive players in the voice 
space, it is a safe bet that voice will become the next big engagement platform for consumers and 
businesses. Even with this amazing growth, voice is still at the nascent stage of total potential. Many 
believe that Google and Apple have a competitive advantage, because of their ability to collect 
data from how voice interaction is being done on their mobile devices, and because they can 
facilitate seamless integration between smart speakers, mobile devices and various IOT devices.

“The growth in ownership, particularly the increase in devices per household, really speaks to the 
tremendous utility of voice assistant technology,” said Tom Webster, Senior VP at Edison Research. 
“While these devices initially served as audio appliances, they are now becoming integrated into 
the fabric of everyday life for tens of millions of Americans.”

According to some, voice-first technology could replace keyboards entirely within five years. While 
some who follow the technology space believe voice is just a simple supplemental technology to 
what already exists, Mark Tluszcz, co-founder and CEO of Mangrove Capital Partners, believes 
voice could represent a “cataclysmic change to the user experience.”

“What’s clear to me is that the keyboard in five years will be gone as an input device,” said 
Tluszcz. He also believes that many companies will be built specifically to leverage voice 
engagement.

Voice-first engagement should become an important component of every financial institution’s 
marketing plan. The reason is simple – a prospect market with 100’s of millions of existing 
users can’t be ignored. And while most voice-first experiments by banking organizations are still 
rudimentary, Google and Amazon are not sitting still and are looking for ways to monetize the 
technology.

The battle for dominance in the voice-first marketplace is in the early stages, but financial institutions 
that move first to build a voice engagement strategy will be best positioned to capture the business 
of consumers who no longer want to sit at a computer to engage with banks or credit unions.
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Competitive Trends

Most financial institutions continue to play ‘catch up’ as smaller financial 
technology providers expand services for retail and small business customers. 
By focusing on using modern technology and consumer insights to deliver 
better customer experiences, these fintech firms are stealing revenues in 
primary product lines.

Over the past several years, fintech firms have disrupted traditional banking paradigms. By combining 
modern technology with a laser focus on improving consumer experiences, large and small fintech 
firms have brought unprecedented changes to the banking industry. The improvements to services 
across banking have resulted in a huge inflow of outside funding to fintechs and a continued outflow 
of traditional sources of revenue from legacy banks and credit unions.

While many banking institutions are either investing or collaborating with these fintech players, the 
majority of banks and credit unions have not yet reacted to the new marketplace realities. The result: 
Many fintechs are expanding their offerings beyond their original platform, further increasing the risk 
to traditional players of losing relationships in areas such as payments, money transfers, and personal 
loans.

There is probably no part of banking that has come under attack more over the past five years than 
payments. Relatively new digital payment apps allow consumers to pay friends, family and merchants 
with just a few taps on a mobile device. Fintech firms of all sizes have used modern technology and 
consumer insights to make money movement more convenient than ever, significantly increasing the 
level of non-cash payments across all markets.

The biggest non-bank payments industry players include PayPal, Stripe, Square, Venmo and Trans-
ferwise, with dozens of other providers offering highly specialized solutions. As with most successful 
fintech players, many of the biggest digital payment providers have added functionality, encroaching 
even further into the established relationships that legacy banking organizations covet. The result is not 
only a loss of transaction fees, but potentially the loss of complete relationships.

Looking at two of the fastest growing payment fintech firms can provide a perspective into the grow-
ing competitive advantages fintech firms in all product areas may have if traditional banks and credit 
unions don’t respond quickly.

PayPal: Data, Scale and Brand Awareness Provide Market Advantages

Chief Operating Officer Bill Ready has said that PayPal has “no aspirations to 
be a bank”. But that should not necessarily provide any level of comfort since 
the company continues to offer bank-like services to consumers not wanting to 
visit a branch. Moving well beyond being a payments platform, PayPal users 
can now deposit money directly into their PayPal account or load funds onto an 
FDIC-insured prepaid debit card.

Ready has said: “We think we can provide [banking] services at a lower cost 
and much more efficiently” since the company is working at scale and has an all-digital enterprise. 
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While PayPal doesn’t charge for the debit card or for direct deposits, the firm does make money 
on purchases made.

PayPal has been one of the most aggressive acquirers of ancillary businesses before and after 
being spun off by eBay in 2014. Some of the largest transactions include the acquisitions of 
Braintree, Venmo, Xoom and iZettle as well as partnerships with Facebook and Instagram for the 
special checkout features.

Interestingly, PayPal (and Stripe discussed below) doesn’t offer the cheapest payment processing 
rates. For many firms, a basic payment processor will have lower rates. That said, PayPal’s (and 
Stripe’s) strengths lie in the use of data to provide a vast array of eCommerce features and benefits 
beyond payments alone.

PayPal was one of the first digital payments platforms to provide business loans and lines of credit 
to their customers. In the first quarter of 2019, PayPal announced that it had provided more than 
$10 billion in loans to more than 225,000 small businesses around the globe after only a little 
more than five years. “It took PayPal twenty-three months to get to the first $1 billion in lending and 
now we’re hitting more than $1 billion per quarter,” said Darrell Esch, vice president of global 
credit at PayPal.

“PayPal business financing programs can provide funding from $1,000 – $500,000 for small 
businesses looking for both quick decision-making and immediate usage, as an application deci-
sion usually occurs within minutes or hours which, if approved, allows the business to start using the 
funds almost immediately,” said Esch.

The speed of decisioning is because PayPal uses payment transaction data to determine the ability 
of a firm to repay a loan or line of credit. This is insight not actively tracked in real time by most 
traditional financial institutions. For many small business owners, they would not mind paying a 
bit more for credit if it was available with a touch of a mobile device. For digital consumers and 
businesses, speed usually trumps pricing.

Stripe: From Internet Payments to Lending, Cards and More

Stripe is the world’s most valuable private fintech company, valued at $22.5 
billion after its last funding round. Unlike PayPal, Stripe targets internet-based 
businesses looking for unique developer tools that provide support for anything 
from subscription businesses to marketplaces wanting to support in-app payments. From a rather 
modest start, Stripe is now one of the most valuable ‘unicorns’ (firm worth more than $1 billion) in 
the U.S.

Moving beyond its original business model, Stripe has recently added both Stripe Capital and 
Stripe Corporate Cards. Stripe Capital will provide cash advances to small- and medium-sized 
business (SMB), with loan amounts and repayment periods based on the client’s transaction history. 
Instead of traditional credit scores, Stripe uses ‘advanced algorithms’ based on payment volume, 
percentage of repeat customers, and payment frequency to determine the amount of loan and 
repayment terms.

The biggest benefit to small businesses is that, instead of needing to complete an extensive loan 
application to get a working capital loan or a line of credit, Stripe will make funds available in 
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close to real time based on transaction data and behavioral detail that most traditional banks and 
credit unions don’t effectively monitor.

This is similar to what is currently offered by Square and PayPal. During the second quarter of 
2019, Square facilitated 78,000 loans totalling $528 million — a 36% jump year over year. 
Many of these loans are smaller than traditional small business loans and are issued at higher than 
traditional market rates. Businesses are willing to pay a premium for borrowing because the funds 
can be accessed significantly faster and paid off as quickly as the next day or based on the inflow 
of earnings.

The Stripe Corporate Card is targeted to users who will pay their balance in full each month. As a 
result, the card has no interest rate and no fee, using the interchange fee as a source of revenue.

Similar to PayPal, Stripe has expanded far beyond the original offering of a payments platform for 
online businesses, offering billing and invoicing, in-person payment services (via Terminal), business 
analytics (via Sigma), fraud prevention on transactions (via Radar), company incorporation (via 
Atlas) and shared insights into business strategies.

Fintech Players and Data – Why Should I Care?

As fintech players such as PayPal, Stripe, Square or any non-bank competitor grow, so does their 
availability of data. Both PayPal and Stripe illustrate the power of leveraging huge amounts of data 
about their users to deliver improved experiences. But, the advantage goes far beyond the single 
solutions that many fintechs initially offered.

As fintech players in payments, money transfers, loans and investing mature, so does their array of 
by-products and services offerings that can benefit from the expanded data sets. And, if traditional 
financial institutions don’t start to use the data at their disposal, the gap in capabilities (and 
experiences) will only get larger.

Who Keeps Bankers Up at Night? 

When we asked financial institutions what 
areas of banking will be most impacted by 
outside competition, it was not surprising that 
payments, mobile wallets and lending were 
the most mentioned. These areas of traditional 
and digital banking have already been 
disrupted by non-traditional competition. In 
fact, many believe the battle for payments may 
already be lost.

In most analysis, the battle for small business 
customers and investment services may be the 
next product lines to be disrupted. This is because fintech firms are bringing together data, analyt-
ics and modern technology to deliver improved customer experiences. 
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In a continuation of findings from the past several Innovation in Retail Banking reports, leading 
technology firms, smaller fintech organizations and platform-based competitors were the highest 
ranked competitors. Much of this fear is based on the ability of these firms to provide highly 
personalized financial services on digital devices. 

As was the case last year, challenger banks are seen as another formidable competitor, reflecting 
the ongoing growth of firms like N26, Starling, Monzo, etc. Non-fintech and incumbent banking 
firms emerged as the least threatening.

 
Chart 30:  
Impact of emerging competition on business lines next 5 years
Q: In what business lines do you expect emerging competition to have a significant 

impact on revenues and profitability over the next 5 years?

Source: Efma-Infosys Finacle ‘Innovation in Retail Banking 2019’

Payments 80% 15% 5%

Mobile Wallets 63% 25% 12%

Lending 61% 30% 9%

Small and Medium 
Business (SME finance) 55% 30% 15%

Cards 54% 32% 14%

Investments/Wealth 
Management 43% 34% 23%

Savings 35% 42% 23%

Insurance 33% 36% 31%

Corporate Banking 31% 35% 34%

Foreign Exchange 26% 34% 40%

■ High or Very High Impact ■ Moderate Impact
■ Low or Very Low Impact
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Chart 31: 
Biggest threats to the banking industry over next five years
Q: Which of the below players will be leading innovation in the banking industry 

over the next 5 years?

Source: Efma-Infosys Finacle ‘Innovation in Retail Banking 2019’

Leading consumer 
technology companies*

Fin Tech start-ups

Leading digital commerce 
platforms**

*   Such as Apple, Google
** Such as Amazon and Alibaba

Challenger banks

Players from other 
industries - retailers/

telcos/insurers

Incumbent banks

77% 17% 6%

7%

5%

9%

30%

29%

75% 18%

74% 21%

59% 32%

33% 37%

22% 49%

Responding to the Skill-set Challenge

Competitive disruption is the new reality in the banking ecosystem. And, while the increased 
adoption of AI and robots will not result in the elimination of every job, it is clear that most 
current jobs will change, requiring individuals at all levels of the financial institution to learn new 
skills. There are also jobs that could be completely displaced by advanced technology and 
automation.

For instance, jobs that require a lot of repetitive tasks will most likely be eliminated, if they haven’t 
been already. Examples include keypunch operators, many back-office finance roles, customer 
support personnel, and even branch employees. Some may only require a change in skills as 
opposed to the removal of the job, but that requires retraining. A movement from repetition to more 
strategic roles that require critical, empathetic thinking or the creative engagement of a human.

The World Development Report 2019 set out to assess the impact of new technologies on 
employment. In the report, the World Bank emphasized that the nature of work in the future will 
evolve. They found that while technological advances in automation are handling more and 
more routine tasks and are in the position to eliminate many low-skill jobs, there are new oppor-
tunities being created for different, more productive, strategic and creative jobs.
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“This is the fourth industrial revolution, there have been three before, and in each case we 
managed to survive so it’s not the case that machines completely eliminated humans,” stated the 
World Bank’s Chief Economist Pinelopi Koujianou Goldberg. “Eventually, we will adjust.”

What this means for banking and employees at all levels in the financial services industry is that 
people and organizations need to rethink roles starting now. This also means that people will 
need to embrace the inevitable change and learn the skills needed to take on this change. Only 
then will organizations and individuals be prepared to turn this challenge into an opportunity.

Only 16% of private-sector business leaders feel “very prepared” to address potential skills gaps, 
according to McKinsey, with roughly twice as many feeling either “somewhat unprepared” or 
“very unprepared.” The majority felt “somewhat prepared.” When asked about barriers they are 
facing, about one-third of executives expressed a need to rethink or upgrade their current HR 
infrastructure.

Not surprisingly, many organizations also are not clear as to how job roles will change and 
what kind of talent will be needed over the next five to ten years. For instance, 42% of American 
executives lack a “good understanding of how automation and/or digitization will affect their 
future skills needs.” In banking, this can be an even greater challenge because many financial 
organizations have a difficult time thinking outside of what has been done for decades within 
the legacy banking industry.

Unfortunately, as the banking industry continues to change at an increasingly rapid pace, there 
are more questions than answers around the future of work in banking. The re-skilling challenge 
is greater than we have ever seen in history and is approaching faster than any in the past. 
There is a need to assess each organization’s current talent pool and processes and determine 
what skills exist and what new skills will be required.

There is then the challenge of determining which future roles can be filled by existing employees 
and which will require the hiring of new people. And will these people be full-time workers as in 
the past, or contract workers that have decided to independently serve many firms. Finally, it will 
be important to determine what public, private or even educational partners might be needed to 
help chart the path to success.

The final determination will 
certainly be an organizational 
structure much different from 
today, potentially with far fewer 
employees, performing roles they 
could not have imagined even a 
few short years ago.

In this year’s research, roughly the 
same percentage of organizations 
will look to retrain current 
employees as will look externally 
to fill the skills gap. More than 
a third of organizations will be 
considering partnering with other 
outside organizations to fill future 
needs.
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Chart 32:
Most Organizations Plan to Hire and/or Retrain Employees to Meet Skills Gap 
in Future
Q: How will talent for innovation and digital transformation be sourced over the next 

five years? (Note all that apply)

Source: Efma-Infosys Finacle ‘Innovation in Retail Banking 2019’

Retraining current employees

44% 45% 11%
Hiring of new full-time employees

43% 42% 15%
Partnering or hiring outside organizations

37% 46% 17%
Hiring new part-time employees

13% 29% 58%
Buying outside organizations

12% 32% 56%

■ High emphasis ■ Moderate emphasis ■ Low emphasis
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Interview with 
Mr. Kalidas Ghose
Vice Chairman and CEO, FE Credit 

1. How has your organization created 
an ‘innovation culture’ that supports 
your product and customer experience 
objectives?

To understand our innovation culture, we need 
to look back at the history when we started in 
2011 with four people in a small division of 
VP Bank. It grew exponentially within the first 
three years, we acquired nearly 50% market 
share thanks to our extensive distribution net-
work spread across the length and breadth of 
Vietnam, with the help of 10,000 employees. 
In 2015, we spun off as a separate company 
under the brand name FE CREDIT and became 
the market leader. 

Although our momentum continued strongly, we 
did not rest on our laurels. We recognized that 
our customers’ behavior is changing at a speed 
we never imagined before. With the current 
mobile penetration of 140% in Vietnam, 95% 
of our customers use mobile phones and spend 
3-4 hours a day on a phone. This led us to the 
decision to put innovation at the forefront of 
our business with the aim of providing the best 
customer experience with the help of technolo-
gy and being the most innovative company in 
Vietnam. Now, it is safe to say that we have re-
alized our vision. Recently FE CREDIT has been 
recognized as Asia’s Most Innovative Consumer 
Finance Brand by the Global Brands Magazine 
and one of the best Fintech solution adopters at 
the Regional API Exchange.

Although we started with a model of a tradi-
tional consumer finance business, we have 
always kept a mindset of a startup where we 
focus on success formula based on technology 
and build a customer-centric culture based on 
4 core values: Focus, Unity, Simplicity and 

Ownership. We ensured all our departments 
and units joined hands to deliver the best to our 
customers. 

This has been made possible by the rigorous 
execution of a very effective set of strategies 
around a comprehensive financial solutions 
suite and a highly efficient risk management 
framework supported by a superior customer 
service mechanism implemented on a cut-
ting-edge technology platform. Above all, we 
have hired the best foreign and local talents, 
with strong expertise to create a team of super 
capable people. In fact, FE CREDIT can certain-
ly boast of the most experienced and diverse 
management team in the industry today.

Our digital transformation wasn’t just implement-
ed at the front-end customer interface, it was an 
end to end digital evolution programme. We 
are the first consumer finance company in Vi-
etnam to launch a fully digital lending platform 
called $NAP, that eliminates the need of human 
intervention at all stages of the entire customer 
journey. The technologies incorporated in this 
platform include features such as facial recog-
nition, AI-based optical character recognition 
(OCR) and Optical Ink Character Recognition 
(OCR+ICR) to verify the customer’s identity, au-
thenticate the documents submitted by custom-
ers and assess their creditworthiness using their 
phone cameras, voice based virtual assistant, 
speech to text, device-based scoring, telco data 
scoring, eSignature, and many more. By using 
such modern technologies, $NAP reduced the 
turnaround time for loan approval from 4-5 
days to less than 15 minutes.

Together with the launch of our other applica-
tions such as FE Card, our credit card manage-
ment app and $HIELD, the digital insurance 
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application, we are aiming to build a larger 
ecosystem to embed ourselves at all points of 
consumption in the daily lifecycle of the cus-
tomer to help them enjoy faster processing of 
their applications, convenience of being able to 
apply for our products anytime anywhere with 
total peace of mind. 

All our platforms ensure a strong risk manage-
ment process, enabled by top-tier financial ex-
pertise, robotic automation of back-end process-
es, by finding the best solution for each problem 
area, the application of advanced analytics 
etc. and then putting them all together. Togeth-
er, these practices have helped us to serve our 
customer faster, easier, deliver the right product 
to them, at the right time and right place. And 
as a result, we can now increase our revenues 
while reducing risk as well as operations cost.

2. Key innovations at FE CREDIT: What 
have been some of your key achievements?

We successfully configured a horizontal end-
to-end customer journey on a world-class 
Business Process Management (BPM) platform, 
to deliver a cutting-edge business model for 
lead generation, origination, service, collection, 
etc., and which we believe is a path breaking 
technology stack. This is in contrast to vertical 
financial players that are still operating in silos.

• Working with the best of fintech providers, 
we extensively leverage API layers to access 
cutting edge Deep Tech and Artificial Intelli-
gence (AI) based services like Face Recogni-
tion, conversational AI, alternate data-based 
scoring etc. Using this model, we developed a 
market-first lending app, called SNAP, to deliver 
end-to-end 100% automated loan origination 
capability. Our technology breakthrough was 
showcased by International Finance Corpora-

tion (IFC) in their API Exchange (APIX) at Singa-
pore Fintech Festival 2018. We are proud to 
be the first financial institution in Vietnam to offer 
100% digital unsecured lending. 

• We have digitized over 10 million customer 
identity and credit records, and are now suc-
cessfully using Live Face Recognition for ap-
proving loan top ups to existing customers. We 
are further driving paperless transactions and 
conducting e-KYC along with e-signature.

• We use conversational AI and Chatbot for 
automating support services to customers and 
continuously enhancing its ability in improving 
customer query resolutions. 

•  A key milestone is our extensive usage of big 
data analytics by migrating credit and behavior 
scoring to machine learning platforms. This has 
resulted in an ability to take on higher exposure 
with better customers, delivering them top-up 
loans earlier in their lifecycle, and expansion 
of target base by using alternate behavioral 
data in partnership with telcos, e-commerce and 
utility companies.

• We have effectively created an open 
architecture banking platform on which we can 
partner easily with multiple fintechs and offer 
white label solutions. Five fintechs are already 
active with us and expansion of this distribution 
model is gradually leading to higher levels of 
financial inclusion. 

Key business outcomes are:

• We have the largest consumer base in Viet-
nam and are in the top 3 in ASEAN.

• We have 50+% market share, with the high-
est revenue and the highest profit.

Interview with 
Mr. Kalidas Ghose
Vice Chairman and CEO, FE Credit (continued) 
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• We are the transformational market leader in 
Vietnam, and ranked in the top 5 in ASEAN. 

3. What is the biggest challenge faced by 
your organization as part of your digital 
transformation journey?

One of the first challenges that we faced was 
that we did not have any precedents to refer to, 
being the first mover in digital transformation of 
consumer finance in Vietnam. While this was 
challenging, it also gave us the opportunity to 
think simple and remove all the complications 
from processes while designing the workflow. 
Since inception, we have focused on creating 
unique solutions with tailor-made benefits for 
first-time users. The basic principle followed 
was that our products need to provide solutions 
to the unique problems of each customer and 
deliver it in a “Fast and Easy” way, in line with 
the company’s brand promise.

Our second big challenge during this transition 
was to digitize the records of 25 million cus-
tomers, which was available in our archives in 
physical (paper) form. The national IDs, family 
books, utility bills and other supporting docu-
ments provided by the customers were all stored 
in paper form and we successfully completed 
a massive effort to digitize and store them. We 
use optical recognition technology to match the 
new records with old records. Face recogni-
tion technology is used to match the photos of 
customers. Often the family book or the national 
ID in our database may be 5-10 years old, but 
when applying for a loan online, the custom-
er will upload their latest ID & Selfie pictures. 
Hence, matching the old photo with the new 
photo requires very high level of precision, so 
that wrong decisions are not made in underwrit-
ing the application.

Considering that we are a large organiza-
tion with more than 18,000 employees and 
13000+ external points of sale, our staff and 
partners at every level must buy-in the concept 
of Fintech and understand the rationale behind 
our continuous evolutions order to make it work. 

4. How did you overcome the challenges?

We collaborated with global advisory firms like 
Ernst & Young and leading Fintech companies 
(e.g. Hyperverge, Docusign, Vymo, etc.) to 
bring the best practices in technology together 
on a single platform in such a way that it pro-
vides a seamless experience to our customers, 
as well as helps us convert physical records to 
digital documents with high precision, leaving 
almost no room for error. Multiple rounds of 
product testing based on customers’ feedback 
helped us refine our product offering which the 
market could easily accept and use.

Since majority of our customers are unbanked 
or first-time users, customer education through 
‘easy to understand’ communication at the 
right touch-point at the right time was crucial 
for all of us at FE CREDIT. When realizing that 
most of declined or drop-off transactions were 
due to customers’ lack of awareness about our 
product features or they are not familiar with the 
technology, we have changed our communica-
tion strategy to make it more customer-friendly 
with simple instructions while ensuring accurate 
information is available at customers’ fingertips 
anywhere, anytime in our apps.

Such small yet meaningful changes resulted in 
a 20% reduction in declined transactions and 
drop-offs within one month. As a market leader, 
we have a duty to lead customer education 
programs by employing mass media to provide 
financial knowledge and how digital lending 

Interview with 
Mr. Kalidas Ghose
Vice Chairman and CEO, FE Credit (continued) 
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can empower them to self-serve, and manage 
their personal finances without having to ask for 
help from friends and relatives.

To make our staff and partners embrace the 
culture of working in a technology driven 
organization, we developed an ecosystem 
for our employees to get trained and manage 
their work on the go. For example, we have 
an app for sales staff to help them manage 
the sales leads, improve productivity, drive 
higher conversions and manage their time 
optimally. Similarly, our collections app 
provides necessary information to support debt 
collection staff in managing recoveries and 
help managers monitor their team’s productivity.  
We have a Training app which provides all 
training resources to all 27,000 staff and 
third party sales team of FE Credit, with a 
variety of modules covering practically all key 
departments of the company. As a result, any 
new joiner can get training through mobile app 
anytime anywhere, without being physically 
present in the training center.

Among Vietnam’s total population of over 
95 million, 50% of Vietnamese people are 
employed and about 60% are not served 
by banks. The whole cycle of our innovation 
journey is to bring these unbanked/underbanked 
customers into the fold of organized finance 
and that has been our aspiration and motivation 
during the past nine years.

Interview with 
Mr. Kalidas Ghose
Vice Chairman and CEO, FE Credit (continued) 

Kalidas Ghose 
Mr. Ghose has been 
CEO of FE Credit 
since day one. He 
has led the team that 
built the organization 
from scratch, starting 
with just four people 
in a small office. 
The organization 
currently has over 
18,000 employees, 
with over10 million 
customers. 

Prior to FE CREDIT, Mr. Ghose gained 
extensive experience with over 25 years in 
retail banking and wealth management. He 
has worked for leading financial institutions 
like ANZ, Prudential and CitiFinancial in the 
countries of India, the Philippines and Vietnam.

Kalidas Ghose
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Alior Bank, Poland
Smartphonisation

Alior Bank has equipped its employees with 
safe smartphones containing pre-installed 
applications to move employees to the digital 
world and to enable the digital transformation 
of the bank.

One of the most crucial points in Alior Bank’s 
strategy involves its employees, because 
they are the key drivers of the bank’s “Digital 
Disruptor” strategy. Implementation included 
developing the correct organizational culture 
and high employee engagement.

Alior has set a goal of a 60% employee 
engagement rate, by 2020. For their employ-
ees, the bank wants to create a truly digital 
and flexible working space that allows them 
to communicate, collaborate and complete 
tasks effectively both inside and outside of the 
office environment. 

In 2018, Alior cooperated with Innergo 
Systems to fully equip their staff with iPhones 
which were ready to use in just 3 minutes, 
without any technical expertise. More spe-
cifically, MDM (mobile device management) 
software allows the bank to manage employ-
ees centrally.

Also, the bank is using the COPE concept, 
which separates the employee’s company 
profile from their private one — allowing them 
to use their smartphones at all times in a safe 
and transparent way. Access to apps such as 
cloud collaboration, video chats and messen-
ger utilities support an agile way of working. 
The new devices were also deployed with an 
emphasis on corporate security and increas-
ing employee productivity. 

The rapid pace of today’s work environment 
and the “always connected” style of work are 

blurring the lines between the physical office 
and the place where work actually happens. 
Employees are increasingly communicating 
using the Internet and collaborating online. 

The Market Opportunity

To succeed in this environment, Alior wants 
to strengthen existing employee engagement 
and attract new, skilled candidates. 70% of 
Alior’s employees are Millennials. Because 
this generation has grown up with apps and 
mobile devices, management needs to trans-
form their communications and collaborative 
approach to be more effective and efficient.

Alior Bank is the first bank in Poland that 
has issued so many devices, (supported by 
tailored IT solutions) to its employees.

From the employee’s point of view, swapping 
ordinary telephones with top-class equipment 
was a real breakthrough and proof of a 
changing work environment. The shift from a 
customer-centric to an employee-centric expe-
rience has redefined Alior business strategy.

Alior was the first bank in Poland to implement 
such a project. To market this, they started a 
social media campaign via LinkedIn, promot-
ing their digital solution work environment. 
This differentiated their bank and it encourag-
es the best candidates from the labor market 
to apply for a job there.
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Akbank, Turkey
Robotic Process Automation

“Robots” are not just physical tools anymore. 
Many shapes and forms of robots have now 
materialized at Akbank. As a step in Akbank’s 
digital transformation process, Akbank utilizes 
Robotic Process Automation (RPA) technology 
as a flexible and low-cost tool for the agile 
automation of front and back office business 
processes.

While leveraging multiple systems, users 
and platforms, RPA has initiated more 
strategic workforce management, better legal 
and regulatory compliance, operational 
excellence, and above all, increased 
customer satisfaction. 

They are not just 24 hours operational 
“robots”. They are “co-bots” — very new and 
technological colleagues of the bank. They 
have employee identification, just like 14K 
other Akbank employees. They are designed 
to work with and assist human beings by 
completing a triggered task from an employee 
or triggering a process themselves and 
completing it after human intervention.

Since July 2018, the Akbank Robotics 
Team has deployed 14 automations (30 
sub-processes) without changing the IT 
environment. Achieving the savings of 513 
hours per day of total time, employees now 
have more time to focus on more complex 
and value-added services and customer 
interactions. 

RPA is one of the pillars of Akbank’s ambitious 
digital transformation program. To increase 
the scope and impact of Robotic Process 
Automation in their organization, two 
techniques — OCR and ICR are planned to 
be used in combination with AI facilities.

The Market Opportunity

The fast changing business environment  
and shortened product life cycle has pushed 
banks to renovate value propositions, 
digitize back office processes and interact 
more with their customers while dealing with 
a huge volume of daily transactions. These 
processes are manually intensive to manage 
and monitor, (in both the front and back 
offices) as staff compile and interpret data 
using complex legacy systems and external 
applications.

The heavy reliance on manual effort makes 
processes vulnerable to re-work and errors, 
and causes slow response times. These 
inefficiencies have had significant impacts 
on the customer and employee experience, 
and required revision.

Compared to an average IT solution to 
overcome these issues, the single RPA 
development had a time-to-market of 4-6 
weeks. This included analysis, development, 
test, production release, and spread. With 
regard to its ease of use and no-code 
development, employees from different 
departments and backgrounds are able to 
engage in the bank’s overall digitalization 
strategy and expand awareness to 
the customer, in a fierce competitive 
environment.
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Bradesco, Brazil
MEI Portal

Recently, a new regulatory wave regarding 
the opening of financial data has caused 
significant changes in the financial sector in 
several countries. Open Banking enables 
you to provide a better customer experience, 
generate new revenue streams, and create 
sustainable business models. With its leading 
role, Bradesco has begun to implement Open 
Banking initiatives in the client’s journey.

One example is the MEI portal, which offers 
a set of solutions and consulting for individual 
micro-entrepreneurs in the management 
of their business. The MEI Portal positions 
Bradesco as the partner bank and supports 
the Individual Micro-entrepreneur – MEI. 
The program goes far beyond offering 
traditional products and services. With the 
MEI Portal, the micro-entrepreneur receives 
full consultancy; which assists in all stages of 
opening, developing, maintaining and growth 
of the company.

The MEI Portal (mei.bradesco) is an exclusive 
page that offers a portfolio of financial and 
non-financial solutions to facilitate the day-
to-day operations of the micro-entrepreneur, 
among them: the possibility to formalize (open 
CNPJ), issue DAS (Physical or Virtual), to 
make financial management through ERP 
(Enterprise Resource Planning) or to acquire 
banking products and services.

Bradesco is the first bank in Brazil to offer 
this type of service for free. After identifying a 
market shortage, they realized that financial 
institutions were not tapping into this customer 
need. Analyzing the market, they noticed that 
the number of self-employed people was only 
increasing. 

With this, they have created a solution, using 

startup partners from their open innovation 
program — Innovabra Startups. From the 
identification of the need until the launch of 
the MEI Portal for the end user, Bradesco 
took around 18 months, conducting inter-
views, using methodologies like Design 
Thinking, Sprint, Ideation Workshops and 
Co-creation. The Portal was exclusively de-
veloped in 45 days.

Program Results

Comparing November 2017 to November 
2018, Bradesco obtained 81% growth in 
MEI current account openings. They have 
already reached more than 1 MM page 
views, with more than 710 thousand unique 
users.

Since implementation, Bradesco has 
seen more opportunities for new business 
development, an increase in the number of 
relationships created, and improved customer 
loyalty; with positive financial results.

In order to publicize and increase the 
visibility of the program Bradesco created 
marketing campaigns on all media (radio, 
TV, newspapers and magazines), making 
it a success case for both the Bank and 
the market. In addition, Bradesco set an 
aggressive goal to double its client portfolio, 
releasing R$20 billion, which was on top of 
the credit and financial solutions portfolio.
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Discovery Bank, South Africa
Bank Integrator - Discovery Life

By integrating with Discovery Bank and 
unlocking an additional layer of “risk 
information”, Discovery Life can better 
segment risks within each socio-economic 
class — removing the cross-subsidies present 
in traditional pricing models. This allows 
Discovery Life to reward clients with upfront 
premium discounts on their Bank-Integrated 
policies, as well as provide favorable 
premium adjustments over time for continued 
healthy financial behavior.

Traditionally, life insurers only collect limited 
information about a policyholder’s financial 
risk at policy inception, in the form of income 
and level of education, which allows the 
estimation of a client’s socio economic class.

However, income and education level alone 
do not provide a holistic view of a client’s 
financial health, acting instead as a best-
effort proxy given a lack of more relevant and 
dynamic metrics available to the insurer.

Recently, Discovery’s internal and global 
research has shown that clients’ spend 
to earnings ratio and levels of short-term 
savings, risk protection (insurance), funds for 
emergencies, and retirement savings together 
form a reliable measure of financial 
health, which is shown to be an accurate 
predictor for physical health and other 
insurance risk factors.

For the first time globally, through the 
launch of Discovery Bank (the world’s first 
behavioural bank) and Vitality Money (the 
first global behaviour-based financial health 
program), we now have access to real time, 
synthesised and relevant financial data and 
information. This enables Discovery Life to 
more accurately predict the financial health 

of clients, both at policy inception and 
dynamically over time. 

Using this information, they have improved 
the traditional pricing model and unlocked 
significant savings for their clients, pricing 
them more accurately and rewarding them 
for good financial management decisions.

Rationale for Product

Significant research was undertaken to 
understand the links between financial 
wellness and insurance factors (mortality, 
morbidity and persistency). Much of this 
research was focused on analysing the 
existing credit card portfolio and dissecting 
the key drivers of financial behaviour (debt, 
savings ratios etc.) that has the highest 
predictive capability for mortality, morbidity 
and lapse risk.

This research culminated in an academic 
white paper highlighting the new frontier 
of dynamic pricing using an integrated 
ecosystem of health and financial data 
both upfront and over time. Once the idea 
had been crystallized through the research, 
the iterative pricing exercise and system 
development work began. This took around 
8 months. 

The Bank Integrator product itself went live 
in December 2018, but there were some 
delays on the public launch of Discovery 
Bank itself. Intermediary feedback has been 
superb.
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Intesa Sanpaolo, Italy
For Funding

For Funding is a never before seen solution 
which merges both lending and donation 
projects in a unique platform

As a leading Italian bank, Intesa Sanpaolo is 
aware of having a significant impact within 
the society. For Intesa Sanpaolo, being 
socially responsible means taking concrete 
and meaningful actions within the community. 
In this direction, the bank has developed a 
distinctive platform, For Funding. 

For Funding is the crowdfunding platform, 
dedicated to non-profit associations that 
aspire to start a social project involving a 
broad-based community of active donors. 

Intesa Sanpaolo, with the involvement of 
the Marketing and IT’ divisions, developed 
this platform to enhance its influence in 
the third sector and offer an answer to the 
rising importance of people giving to social 
engagement (increase of individual donations 
by 9.5% in 2018 compared to 2017). 

For Funding results from the integration of 
the previously existing lending platform Terzo 
Valore, not available anymore in a stand-
alone solution but fully integrated into For 
Funding (the donation platform). 

For Funding changes the rules of 
crowdfunding and stands out in the Italian 
and international scene, because for the first-
time, it merges two different kinds of platforms 
(lending and donation).

For Funding’s uniqueness pays off in terms of 
results: € 23 mln of community loans and € 
2,3 mln of funds donated, pushing it to the 
7th and 3rd place for donation and lending 
in the Italian landscape.

In the long run, the ambition of For 
Funding is becoming the point of 
reference not only in the domestic 
crowdfunding scene but also in the 
international one. 

Following its 2018-2021 strategy, 
Intesa Sanpaolo wants to enhance its 
influence in the philanthropic sphere to 
become a leading social-digital lender, 
both on a national and international 
scale. This ambition is backed by 
the rising importance people give to 
social engagement and contribution to 
community projects.

Uniqueness of Program

In the rising Italian and international 
crowdfunding landscape, existing 
platforms usually offer either social loans 
or donations for projects financing.

For Funding stands out in the 
international landscape as a disruptive 
solution, because it merges in a single 
platform both social lending and 
donations. This pioneering solution fuels 
the bank’s ambition of changing the rules 
of crowdfunding, through an original 
method to finance social projects with 
no fees.
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Santander, Spain
Transforming SMEs On-Boarding

with the most relevant areas being Corporate 
Banking &SMEs, Innovation, Technology and 
Legal & Compliance.

Santander’s on-boarding process presented 
a number of pain points that needed to be 
addressed:

•  Lengthy processes and no expectation set 
for response times

•  Lack of ownership, with multiple handoffs

•  Multiple documents requested

•  Confusion. No proactive engagement 
and confusing digital banking onboarding 
(credentials and usability)

• Lack of data for new to bank customers

The new program offers the possibility of a 
non-client company becoming a client of the 
bank in a 100% digital process (web and 
app), without papers or needing to go to an 
office.

To achieve this, the bank relies on the 
following technological capabilities:

•  Preparation of the powers of attorney 
using an Artificial Intelligence application

•  Proxy identification through a video call 
using biometric recognition

•  A single digital signature for all 
documents and queries in a secure cloud 
repository 

The project has developed the first 100% 
digital on-boarding solution for non-customer 
SMEs offered by a European Bank.

Santander Bank has launched a new on-
boarding program for non-customer SMEs: 
digital, simple, faster, responsible & more 
efficient. Leveraging new technologies 
(artificial intelligence, biometrics, etc.) with a 
customer-centric vision. 

SMEs face the need to be more efficient 
in managing their time and costs, as well 
as needing to increase control over their 
business.

The Market Opportunity

Santander’s customer´s digital registration 
process was launched with the aim of being 
closer to SMEs — helping them to become 
more efficient.

In addition, it will allow the bank to evolve its 
relationship model with customers, generating 
new business opportunities in the digital 
ecosystem and allowing it to be placed 
in the environments in which commercial 
transactions are generated. Also, it will 
enable the bank to embed the digital banking 
solution in any third-party platform and interact 
with SME non-customers in real time.

For this reason, a robust solution to identify 
and verify individuals and companies was 
necessary to minimize fraud and operational 
risk. With this digital solution we manage 
to improve one of the SME processes, but 
created greater pain points in our physical 
channel.

The service is an important enabler for the 
next steps in the digital sales roadmap 
(financing) for customers and non-customers.

As this is a highly complex process, all the 
Bank’s areas have participated in the project, 
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Standard Bank, South Africa
Sorted

Sorted is a white labeled digital platform that 
encourages social engagement, financial 
health, education and skills development with 
the added functionality of simplifying the cus-
tomers’ lifestyle yet underpinned by financial 
services inclusive of payments.

The majority of South Africans are under 
30 years of age and have been born in 
the digital era. They demand innovation, 
personalization and value-added life services 
from all service providers including the 
banking industry.

This implies that as a bank, Standard needed 
to change their outlook significantly and get 
much closer to their customers and what they 
needed holistically, in a customizable manner 
— where the customer could elect what they 
consume and when they consume it from an 
evolving list of services.

This approach has allowed Standard Bank to 
greater penetrate the Millennial market. The 
“Sorted” vision is aimed at putting an array 
of credentials and services into the hands of 
customers enabling them to navigate their 
way through life in a manner that is facilitated 
by affordable and cost-effective payments 
and financial management. All of this comes 
with an evolving array of mobile capabilities 
wrapped in a customizable “App”.

The Market Opportunity

• The need for financial inclusion and 
customized lifestyle enablement tools

• The drive to de-cash South Africa beginning 
with youth who are the future of the country

• The need to initiate sound financial 
behavior and reduce risk by enabling the 

bank’s business partners to service, support 
and de-cash their communities.

• The goal to give customers agile financial 
services and support in the palm of their 
hands

• The goal to provide the bank’s business 
partners with a full array of services for their 
customers in a cost-effective distribution 
model that strengthens the relationship 
between all participants.

The project team was made up of 5 people 
from various elements of the business who 
identified the need and conceived the 
solution.

During the construction of the platform 
several programmers were used to expose 
the required financial services APIs with 
the balance being built by a consortium of 
Smudge and Applord who specialize in the 
creation of mobile applications.

The Sorted digital platform was the first of 
its kind to be launched in South Africa. It 
is linked to a prepaid debit card and is 
designed to consolidate the lifestyle needs 
of the customer in one area. It allows the 
bank’s clients to keep track of their busy lives 
through a group of specifically-designed 
tools provided by Standard Bank App.
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UniCredit, Italy
buddybank

buddybank is the first iPhone only 
conversational bank with a disruptive idea for 
customer service, available 24/7 for banking 
and lifestyle needs. Their business concept is 
to serve customers based on simplification, 
technology and human brightness.

The ongoing digital revolution has changed 
customer behavior across all industries. The 
developments in improving the customer 
experience have also increased customer 
expectations in terms of the accessibility 
and customization of services at a lower 
cost. In today’s world, customer loyalty is 
constantly challenged as new commercial 
opportunities attract more new players to the 
financial services sector leading to increased 
competition between the different products/
services available and the companies that 
offer them.

UniCredit believes that customers want 
simplicity. They are looking for the clearest 
solutions to meet their needs. The banking 
sector, like other industries, already has a 
focus on finding ways to be more customer-
friendly by providing simple and “to-the-point” 
products while also re-designing the key 
customer care processes that support them for 
faster and higher quality customer service.

At UniCredit the aim of digital transformation 
is to enhance efficiency and, most importantly, 
to improve the customer experience, meeting 
their changing needs. They are focused on 
further improving their integrated distribution 
offering with new, multi-country online & mobile 
banking platforms and corporate portals.

buddybank is a mobile banking project 
powered by UniCredit that started in January 
2018, dedicated to a specific market niche. 

It aims to provide a dedicated service model 
designed for a specific target audience 
comprised of people with a solid financial 
standing who live in metropolitan areas 
and largely manage their daily needs via 
smartphone. In particular, buddybank is 
dedicated to iPhone users.

Thanks to its secure messaging platform and 
customer service model, buddybank is the 
first iPhone only conversational bank with a 
24/7 messaging concierge for banking and 
lifestyle needs. 

The Reason Behind

Today’s consumers are much more likely 
to adopt new financial solutions via their 
smartphones. They also look for a higher level 
of customer care and UX experience.

buddybank’s ambition is to meet these 
expectations by offering a smart app solution 
for banking, alongside a 24/7 concierge 
service for both, banking and lifestyle 
needs (i.e. bookings, trip recommendations, 
ticketing, advice). buddybank is indeed an 
attempt to make banking “on the go”, not just 
simple, but also fun to use.

They are doing this with an aesthetically 
pleasing mobile app, integrated personal 
concierge service and the adoption of 
smart mobile payment solutions thanks to 
Apple Pay..
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Characteristics of Innovation Pioneers

To be successful in the future, financial institutions must embrace a culture 
of innovation that reinforces the process of digital transformation. To 
accomplish this, an organization must have strong leadership, an openness 
to experimentation and risk, a willingness to challenge the status quo, and 
a solid business strategy that ‘pushes the limit’ of what can be achieved 
with modern technology. Most importantly, there must be an overarching 
customer focus.

One of the biggest challenges to becoming an innovative organization is the complacency that 
occurs when strong revenues are being delivered, existing customers are not complaining, and 
shareholders are happy. This is a dangerous scenario, however, since this period has also seen 
digital technology being introduced, the competitive battlefield intensifying and the metrics for 
success shifting.

Small fintech and large digital organizations have found ways to reduce costs, improve bank 
office operations, deliver a better customer experience and create banking solutions never before 
imagined. Unlike the iterative innovations from the past, a premium is being placed on ‘big ideas’, 
agility, and real-time application of data for personalized contextual experiences.

To support an innovative culture in the digital era, there is a need for interdepartmental coopera-
tion, the breaking down of legacy product silos, the creation of ideas and solutions at all levels of 
the organization, and a willingness to collaborate on innovations outside the organization. There 
must be an increased acceptance of risk taking and experimentation, and a focus on the agile 
iteration of ideas as opposed to a lengthy, overstructured ‘conversion’ mentality.

With advanced technology applications like AI, machine 
learning, the Internet of Things, robotic process automation, 
voice, the cloud and blockchain, leading innovative organiza-
tions must find new ways to use data to create a sustainable 
future at a time of digital disruption. And this must be done at 
a time when we are on the brink of a global talent shortage.

Now more than ever, we have a need to upskill and reskill 
existing workers, while embracing a new generation of work-
ers who have been immersed in digital technology since birth. 
The future will most likely not see machines replace humans, as 
much as a machine’s analytical power being combined with 
a human’s creative power to provide a platform for innovation 
and digital transformation.

Our research for Innovation in Retail Banking 2019 found 
many characteristics that differentiated innovation pioneers from organizations less prepared for the 
future. These findings can provide guidance to organizations hoping to improve their innovation 
readiness.
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Are Financial Institutions Innovating Fast Enough?

In research done over the past 5 years by the Digital Banking Report, we have found a trend to-
wards overstating the proficiency of delivering against digital transformation capabilities. From the 
ability to leverage advanced analytics to offering digital functionality, financial institutions usually 
rate themselves higher than consumers or analysts would do when we dig deeper into the realities 
of digital banking readiness.

With this in mind, when we asked organizations to classify themselves on a scale of innovation 
readiness, only 14% consider themselves ‘innovation pioneers’, with 35% stating they are a ‘fast 
follower’ and another 32% stating they are a ‘mainstream player’. While these findings are not 
encouraging from a perspective of digital transformation, it is even more concerning if these are 
overstated.

In addition, the positioning of being a ‘fast follower’ may no longer be as strategically sound as it 
has been in the past. The fast follower needs to take into account a constantly changing market. If 
needs are constantly changing, being a fast follower may mean that an organization’s innovations 
are almost always considered ‘late’ or possibly even ‘unresponsive’ in a digital marketplace.

This is especially true when a competitor or new product enters the market and shakes things up. 
For instance, when Venmo and Square changed the P2P payments market, consumer sentiment 
had already shifted towards these solutions before any viable competitive product was introduced 
by the legacy banking organizations. 

In the areas of payments, digital lending and small business banking innovation, a small loss in 
market share can be disastrous. And if a consumer or small business embraces a new product, 
how likely will it be for the consumer to switch their business back. Bottom line, a fast follower 
mentality may be more risky than at any time in the past.

Chart 33: Very Few Organizations Consider Themselves Innovation Leaders
Q:  How would you describe your organization’s approach to innovation?  

(Choose one)

Source: Efma-Infosys Finacle ‘Innovation in Retail Banking 2019’

Pioneer Fast Follower LaggardMainstream 
Player

14%

35%
32%

19%
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For Innovation Leaders, Size Matters 

Not totally surprising, larger organizations tend to consider themselves more innovative than their 
smaller counterparts. Interestingly, organizations in the $1-10 B range have the highest percentage 
who consider themselves to be a ‘fast follower’. 

While ‘fast follower’ is the second level of innovator after a ‘pioneer’, there is a large difference 
between a leader and a fast follower during times of significant transformation when the market-
place expectations are changing faster than ever before. 

Chart 34: Largest Banks Are Most Advanced in Innovation Maturity
What is the asset size of your financial institution?

Less than $1 billion

$11 billion to $100 billion

$1 billion to $10 billion

More than $100 billion

Source: Efma-Infosys Finacle ‘Innovation in Retail Banking 2019’

■ Pioneer ■ Fast follower ■ Mainstream player ■ Laggard

26%

13%

15% 28% 28% 30%

7% 46% 30% 17%

36% 39% 12%

32% 28% 14%

Innovation Leaders are Digital Transformation Leaders

The banking industry has increasingly become aware of the need to ‘be innovative’, but the 
importance of innovating as part of digital transformation could never be greater.

A Gartner survey entitled, 2018 Strategy in the Digital Era confirmed there are two key ways 
organizations are innovating to remain competitive:

1. Improving existing products and services. Nearly 90% of organizations have digital initiatives 
focused on improving current products and services.

2. Creating new products and services. Over 80% of organizations have digital initiatives 
focused on creating new products and services.

According to Gartner, “The success of such transformation efforts depends on the degree to which 
an organization is effective at identifying new opportunities, determining which opportunities to 
pursue, and adjusting business processes to act on those opportunities. This is what we call their 
‘innovation effectiveness’.”
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The study found that, compared to organizations with lower levels of innovation effectiveness, 
organizations with a high level are more likely to: 

•  Be ahead of peers in using data and technology

•  Have successful digital transformation efforts

•  Meet their employee performance goals

•  Meet their customer satisfaction goals

•  Meet their profit goals

Our research found that organizations that ranked themselves as ‘innovation pioneers’ overwhelmingly 
stated that they had digital transformation efforts that are ‘deployed at scale’. In fact, an astounding 
94% of innovation pioneers indicated that they had digital transformation initiatives that were at least 
‘partially deployed’. This is a full 20% higher than the fast followers.

Again, while we can certainly take issue with whether or not any financial services organization has 
digital transformation ‘deployed at scale’, there is definitely a difference in the readiness level for the 
most innovative banking organizations.

Chart 35:
Innovation Leaders are Best Positioned For Digital Transformation
Which of the below options best describes the stage of your organization’s digital 
transformation initiative? (Choose any one)

52%

14%

12%

Pioneer

Fast Follower

Mainstream Player

Laggard

Source: Efma-Infosys Finacle ‘Innovation in Retail Banking 2019’

■ Deployed at scale ■ Partially deployed ■ Limited deployment 
■ Still in design phase ■ No digital transformation strategy currently

11% 40% 30% 16%

41% 33% 12%

57% 23%

42% 6%

5%

3%
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Innovation Leaders Impacting Customer Experiences

The increasing influence of non-traditional financial services companies has been driven by their 
ability to leverage new technology and data for an improved customer experience. According to 
research, as many as one-third of consumers across the world are now using at least one FinTech 
app, whether that’s peer-to-peer payments, financial planning, savings and investments, borrowing, 
or insurance. 

Consumers value these apps because they provide exceptional digital-first experiences, and 
because they seamlessly integrate with other apps that they 
are using. In other words, the battlefield has changed and 
legacy banking organizations need to respond.

The most obvious way for traditional financial institutions to 
respond to new competition is to innovate ‘like a fintech’. 
While this may not be a ‘build from within’ solution, even a 
partnering opportunity can move the needle and either retain 
or acquire customers. 

Our research found that the most advanced innovators are 
acutely focused on improving the customer experience and 
are seeing results far superior to less advanced innovation 
firms. In fact, this correlation between innovation and 
customer experience digital transformation success 
may be the most important finding in our research this year.

Chart 36:  
Innovation Leaders Have Experienced Greatest Improvement in Customer Experience
On a scale of 1-5 (where 1 is very low and 5 is very high), how successful has your 
digital transformation strategy improved the customer experience?

Source: Efma-Infosys Finacle ‘Innovation in Retail Banking 2019’

■ High/Very High ■ Moderate ■ Low/Very Low

Laggard 41%8% 51%

Mainstream  
Player 39% 46% 15%

Fast Follower 51% 34% 15%

Pioneer 88% 10%
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Innovation Leaders Rely on Advanced Analytics

Innovation and advanced analytics are interconnected. Not only is there an increasing need for 
data and advanced analytics to support an agile, ‘always-on’ innovation environment, but innova-
tion is improving the use of advanced analytics and AI throughout organizations.

As more components of traditional banking migrate to the cloud and automation assumes more of 
the traditional repetitive analytic tasks, there is an increasing ability to innovate on a smaller scale, 
quickly, with less people. This not only increases the importance of advanced analytics within the 
organization, but increases the value of 
innovations.

Investing in advanced analytics and AI 
becomes more important as organizations at-
tempt to use innovation to adapt to constant 
change and try to keep up with the frenetic 
pace of innovation in other industries that is 
driving improved customer experiences.

Using this premise, it is not surprising to see 
that innovation leaders are more committed 
to the investment in advanced analytics and 
AI. Not only are they more likely to increase 
their analytics investment, these firms were 
also more likely to have significant invest-
ments in the first place, and are more than 
twice as likely to have a high or very high 
level of analytics readiness.

Chart 37:
Innovation Leaders are Most Committed to Investing in Advanced Analytics & AI
Does your financial institution plan to increase or decrease the level of investment in 
Advance Analytics and AI in the next 2 years? 

Source: Efma-Infosys Finacle ‘Innovation in Retail Banking 2019’

■ Increase ■ Decrease ■ No change ■ Don’t know

Laggard 51% 32% 17%

Mainstream Player 68% 20% 11%

Pioneer 84% 8% 6%2%

Fast Follower 78% 12% 8%2%
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Chart 38:
Innovation Leaders are the Most Prepared for Deployment of 
AI and Advanced Analytics
Please indicate the level of readiness of your organization to leverage  
AI, Advanced Analytics and Machine Learning

Source: Efma-Infosys Finacle ‘Innovation in Retail Banking 2019’

Mainstream Player 25% 38% 37%

Fast Follower 31% 37% 32%

Pioneer 76% 18% 6%

Laggard 22% 70%8%

■ High/Very High ■ Moderate ■ Low/Very Low

Innovation Leaders Measure Results

Understanding that innovation leaders have progressed the most with their digital transformation 
journey, are the most focused on customer experiences and invest in the deployment of advanced 
analytics, it is not surprising that innovation leaders also are the most likely to measure their results. 
Across all areas of measurement, we found that innovation leaders are committed to measuring if 
their efforts are successful as opposed to leaving the results to chance.

The degree to which innovation pioneers exceed other levels of innovators in their commitment to 
measurement was a surprise. While there could be a ‘cart vs. horse’ argument made for whether 
innovators are better at measuring success or organizations that measure success are better 
innovators, there is a clear benefit to being progressive.



Innovation in Retail Banking 2019 - 11th Edition

© 2019 Efma and EdgeVerve Systems Limited. All rights reserved. 93

Chart 39: Innovation Leaders Focus on Measuring Customer Experience
How well does your organization currently measure the customer experience?

Source: Efma-Infosys Finacle ‘Innovation in Retail Banking 2019’

■ Measurement (KPIs) in use ■ Limited measurement 
■ Building plan to measure ■ No plan to measure at this time
■ Unsure

Laggard 28% 35% 26% 7% 4%

Mainstream Player 38% 31% 20% 7%4%

Fast Follower 46% 30% 22%

Pioneer 74% 14% 12%

Innovation Leaders are Different

Our research found that organizations that considered themselves innovation ‘pioneers’ are 
significantly different from their less advanced peers in many ways beyond those described 
above. Much more than having an innovation lab or hosting a hackathon, innovation leaders 
have a clearly defined innovation strategy that is well communicated and supported across the 
organization. 

Not only does the leadership and the employees know there is a commitment to innovation, but so 
do the organization’s customers. Other characteristics we found to be differentiators of innovation 
leaders included:

• High level support: Innovation leaders were more likely to have the highest levels of an 
organization leading the innovation process. The prevalence of a C-level leader being in 
charge was greater for innovation pioneers.

• Better Digital Transformation Results: Not only were innovation pioneers further along the 
digital transformation journey, they were also achieving better results against their strategic 
objectives.

• Users of Advanced Technologies: Innovation leaders were more likely to be using advanced 
technologies, including the cloud, voice, the Internet of Things (IoT), etc.

• Prepared for Future of Work: The most advanced innovation leaders had a stronger commit-
ment to retraining current employees as well as using outside resources to meet the future needs 
from a human resource perspective.
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When it comes to the concept of innovation, the gap between aspiration and accomplishment 
is still very large. There can even be an argument made that organizations have overstated their 
level of readiness across the board. That said, it is clear that there are some very positive corre-
lations between innovation and the likelihood of business success in the future.

If a financial institutions is serious about building an innovation engine, then it needs to go 
beyond simple projects. It must commit to upgrading innovation skills across the organization, 
establish comprehensive metrics, hold leaders accountable for innovation, and reset the organi-
zational culture to support innovation all the time. The results will most likely do the talking.
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The analysis in this report is based on a July 2019 Digital Banking Report survey of global banks and 
credit unions. The survey used the subscriber lists of The Financial Brand and Digital Banking Report, 
which includes organizations of all sizes worldwide. We also included organizations that are members 
of Efma and clients of Infosys Finacle.

No responses from non-financial organizations were included in the results, and only completed surveys 
were included. The responders were self-selected after receiving a nominal incentive of raw survey results. 

Among overall survey respondents, 25% are from large national or regional banks, 41% are from region-
al banks, 17% are from community banks, and 17% are from credit unions. This distribution is very similar 
to previous research, allowing for valid comparisons based on the type of organization. 

About the Research

Large national or regional bank

Regional bank

Community bank

Credit union

Chart 40: Respondents by Type of Financial Institution

Source: Efma-Infosys Finacle ‘Innovation in Retail Banking 2019’

25%

41%

17%

17%
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In 2019, less than one-fifth of respondents are from FIs with more than US$100 billion in assets (16%), 
with slightly more than one-quarter having US$11 billion – US$100 billion in assets (27%), and 32% 
representing firms with US$1 billion – US$10 billion in assets. The distribution by size of organization 
is comparable to the majority of the previous research done by the Digital Banking Report.

Source: Efma-Infosys Finacle ‘Innovation in Retail Banking 2019’

Chart 41: Respondents by Asset Size (in US $)

Less than $1 billion

$11 billion to $100 billion

$1 billion to $10 billion

More than $100 billion

When we looked at the role/department of the respondents, we found 14% were in marketing, 14% 
owned the digital/online/mobile channels, with another 14% in charge of the retail banking area. There 
were 25% in charge of technology and innovation, with the remaining respondents being from multiple 
areas of the organization.

Source: Efma-Infosys Finacle ‘Innovation in Retail Banking 2019’

Chart 42: Respondents by Role/Department

16%

27%

32%

25%

Marketing

Digital/Online/Mobile Delivery

Retail Banking

Technology

Innovation

Product Management

CEO/President/Cross-functional Leader

Other

Operations

14%12%

14%

14%
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5%
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When we looked at the position/title of the respondents, we found 18% of the respondents were 
C-Level Executives, 6% were EVPs, with 27% being SVPs/Vice President/AVP level. In addition, 
15% were Directors, with 23% being at the Manager level. These were very similar to previous 
studies.

Chart 43: Respondents by Position/Title

Source: Efma-Infosys Finacle ‘Innovation in Retail Banking 2019’

C-Level Executive*

Executive Vice President (EVP)

Senior Vice President (SVP)

Vice President/AVP

Director

Other (Please specify)

Manager

* CEO, CMO, COO, CFO, etc.

Finally, the respondents who participated in our research were globally headquartered. While there 
was an over sampling from North America (41%), 22% were from Europe, 13% were from Asia, with 
9% from the Middle East as well as 7% from Africa.

Source: Efma-Infosys Finacle ‘Innovation in Retail Banking 2019’

Chart 44: Respondents by Location

North America 42%

Western Europe 16%

Asia 13%

Middle East 9%

Africa 7%

Central & South America or Caribbean 4%

Eastern Europe 6%

Other 1%

Australia, NZ or Oceania 3%
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23%

11%

41%

16%

13%

9%

7%
6%

4%3%



Innovation in Retail Banking 2019 - 11th Edition

© 2019 Efma and EdgeVerve Systems Limited. All rights reserved. 98

Online Survey 
Questions
1. What type of financial institution do you work for? 

2. What is the asset size of your financial institution? 

3. In what area of banking do you see the most innovation taking place 
over the next five years? 

4. How would you rate your organization’s innovation maturity?

5. Which executive owns or sponsors the formal innovation process at your 
organization? 

6. What best describes the stage of your organization’s digital 
transformation initiative?

7. On a scale of 1-5 (where 1 is very low and 5 is very high), how 
successful has your digital transformation strategy met the following 
objectives?

8. On a scale of 1-5 (where 1 is very little and 5 is very much), in which 
parts of the innovation and digital transformation process does your 
financial institution struggle the most?

9. Did your financial institution increase or decrease the level of investment 
in innovation and technology over the next 2 years? 

10. How will your organization drive innovation over the next year? Rate 
the following approaches on a scale of 1 to 5 (where 1 is very low 
and 5 is very high), based on their level of importance.

11. Please indicate the impact the following technologies would have on 
banking business in the next year (Scale of 1 to 5, where 1 is very low 
and 5 is very high). 

12. Please indicate the level of readiness of your organization to leverage 
these technologies to deliver expected business outcomes (Scale of 1 to 
5, where 1 is very low and 5 is very high).
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Online Survey 
Questions
13. How well does your organization currently measure the following?

14. How will talent for innovation and digital transformation be sourced over 
the next five years? 

15. What will be your primary business model in the future?

16. What is the primary rationale for using cloud computing at your 
organization?

17. In what business lines do you expect emerging competition to have a 
significant impact on revenues and profitability over the next 5 years? 
(Scale of 1 to 5, where 1 is very low and 5 is very high)

18. Which of the below players will be leading innovation in the banking 
industry over the next 5 years? (Rate on a scale of 1 to 5, where 1 is 
very low and 5 is very high).

19. Please rank order (from 1-7) the components of your business model 
likely to evolve the most dramatically over the next 3 years.

20. Which of the following best describes your role at your financial 
institution?

21. Where is your organization headquartered? 

22. What is your position/title?
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About Us

As a global not-for-profit organization, Efma brings together more than 3,300 retail financial services 
companies from over 130 countries. With a membership base consisting of almost a third of all large 
retail banks worldwide, Efma has proven to be a valuable resource for the global industry, offering 
members exclusive access to a multitude of resources, databases, studies, articles, news feeds and 
publications. Efma also provides numerous networking opportunities through working groups, webinars 
and international meetings. True to its vocation, Efma has recently developed an Innovation Portal that aims 
to identify and award the most innovative projects in the retail financial services arena.

For more information: http://www.efma.com

Finacle is the industry-leading digital banking solution suite from EdgeVerve Systems, a wholly owned 
product subsidiary of Infosys. Finacle helps traditional and emerging financial institutions drive truly dig-
ital transformation to achieve frictionless customer experiences, larger ecosystem play, insights–driven 
interactions and ubiquitous automation. Today, banks in over 100 countries rely on Finacle to service 
more than a billion consumers and 1.3 billion accounts.

Finacle solutions address the core banking, omnichannel banking, payments, treasury, origination, 
liquidity management, Islamic banking, wealth management, analytics, artificial intelligence, and block-
chain requirements of financial institutions to drive business excellence. An assessment of the top 1250 
banks in the world reveals that institutions powered by the Finacle Core Banking Solution, on average, 
enjoy 7.2% points lower costs-to-income ratio than others. 

To know more, visit http://www.finacle.com

https://www.efma.com
https://www.efma.com
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disruption in the financial services industry, Marous has been featured by 
CNBC and CNN, Cheddar, The Wall Street Journal, New York Times, 
The Financial Times, The Economist, The American Banker, Accenture and 
the Irish Tech News and has spoken to audiences worldwide. Jim has also 
advised the White House on banking policy and is a regular contributor 
and guest host for the Breaking Banks podcast.

You can follow Jim Marous on Twitter and LinkedIn or visit his 
professional website.

https://thefinancialbrand.com
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