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Cards and Payments

PayPal’s Pay in 3: another strong addition
to a strong e-commerce company

Analyst view: PayPal is one of, if not the pre-eminent online payments brand
worldwide, which puts it in an extremely strong position in 2020. We are currently in
the midst of an e-commerce boom spurred on by the radical way in which the
COVID-19 pandemic has forced consumers to change the way they live, work, and
make purchases.
In that context, PayPal could easily choose to rest on its laurels and watch its
revenues grow simply due to the explosion in demand for online purchasing of
goods and services, but it is instead proactively seeking out further growth
opportunities. The buy now pay later market is one such opportunity, as evidenced
by the record-breaking valuation for Klarna earlier this year. Pay in 3 (and Pay in 4)
will complement PayPal’s existing revolving credit offering, PayPal Credit, giving the
company a robust suite of payment options for consumers who might find their
finances constrained by the challenges of 2020 – and with its extensive user data,
the company is in a strong position to gauge individuals in terms of credit risk,
minimizing losses from delinquent loans.

A collective of UK retailer lobbying groups has called on the UK’s competition
regulator to take action against card processing fees. The collective – comprised of
the British Retail Consortium, the British Independent Retailers Association, the
Association of Convenience Stores, the Federation of Small Businesses, and
UKHospitality – has stated that with the vast majority of payments now being cardbased in the UK, it is imperative that regulators step in to further reduce card fees,
or these costs will inevitably be passed on to consumers in the form of price rises.
Analyst view: Since regulatory caps were put on card fees through the last decade,
the pressure from retailers to further cut the cost of accepting card payments has
scarcely abated. As more and more payments become cashless – with consumers
carrying only cards and/or mobiles in many developed and developing markets – the
issue has only become more pronounced. Our Payment Instrument Analytics shows
that in 2020, almost 88% of spending at the point of sale (POS) will be accounted for
by payment cards.
In 2020, COVID-19 has cut in-store payments – and cash payments especially – down
hard, and as a result we should expect to see many more complaints of this type as
merchants feel processing fees bite into their profits in the absence of “free” cash
payments. These complaints will lead to scrutiny, and to further intervention.
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PayPal announced the launch of Pay in 3, a new short-term buy now pay later
service in the UK. This launch follows the service’s US counterpart, Pay in 4,
launching in September 2020. PayPal’s new service allows consumers to repay
purchases in three (or four in the US) interest-free installments. The merchant is
paid the full purchase amount immediately by PayPal, which takes on the credit
risk for the repayment.

Merchants are already taking aim at card
fees in the UK; more countries will follow

The payments value chain will be squeezed further, and even if consumers don’t pay
for card processing via retailers hiking prices, they will pay when issuers institute
account fees or higher interest rates on loans to compensate for lost processing
revenue.
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In-store cashback: the UK’s tentative
solution to the cash access problem

Analyst view: Access to cash has become an important issue worldwide in the face
of increasingly digital economies. Some consumers (particularly the very old, very
young, or vulnerable individuals) may not have complete access to bank accounts
and/or cards required for full participation in a digital economy, and so cash remains
a requirement for financial inclusion. The UK is one of the countries approaching
“cashless” status (especially in cities) and so this issue is especially acute there,
having resulted in extensive investigation by the government into how to maintain
access to cash in the face of a shrinking ATM and bank branch network.
This move places the responsibility for cash access on businesses, without providing
any support for their new role as (effectively) ATMs. Some businesses, seeing the
trend of cashless payments in the UK, will have stopped holding much money in
notes or coins – physical money that ultimately needs to be counted, secured, and
transported to bank branches to deposit – and this new rule may effectively force
them to go back to holding cash. As a result, the new rules sidestep the real issue
the government needs to face – as cash is a public good, the government needs to
ensure its supply.

Visa has announced that its new Tap to Phone technology has gone live in 15
markets worldwide, with the US to follow in 2021. This launch comes after an
extensive series of pilots in collaboration with Samsung and First Data that have
been conducted throughout the last year. The technology is compatible with
current-generation Android smartphone handsets, allowing these devices to be
used as contactless POS terminals without requiring dedicated card-reading
hardware; merchants only require the app to use it. The service builds on existing
EMV security protocols inherent in contactless card and NFC mobile transactions,
and Visa is also providing a certification process called Ready for Tap to Phone to
allow technology companies to provide compatible products.
Analyst view: This concept is one of the most potentially impactful for electronic
payments at the POS since the launch of the first mobile POS devices. Visa’s
implementation is not the first launch in this space (Mobeewave and MYPINPAD are
just two of the fintechs that have made names developing this type of service), but
it is the launch with the most industry support. Visa is a massive payments brand
with global reach, and this launch addresses a real problem in the upfront cost of
accepting contactless card and NFC payments as a small merchant or sole trader.
Mobile POS hardware is not hugely expensive but it does exist as a barrier to entry –
especially given how rarely consumers in 2020 pay in cash (or even carry it).
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The UK government has announced a plan to preserve consumer access to cash by
allowing retailers to provide cashback without requiring a purchase, essentially
turning shops into substitutes for the UK’s declining ATM network. Currently, such
measures would come into conflict with PSD2 regulations, but with the UK’s
imminent exit from the EU looming the government intends to use this
opportunity to set up the new rules.

Visa Tap to Phone service moves
hardware-less mobile POS closer to reality

This launch is limited to non-Apple devices (although Apple is almost certainly
developing its own version of this technology, having bought up Mobeewave earlier
this year). This does limit its reach somewhat, but the scale Visa brings to the table
cannot be underestimated here – and software-only mobile POS is a very attractive
proposition for small merchants.
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Mpay mobile wallet: the latest in the
mobile payment scheme trend

Analyst view: Contactless and mobile payments have brought greater convenience
and expanded the cashless payment ecosystem in general, especially in the AsiaPacific region. As consumers are becoming more accustomed to this way of paying –
especially with what COVID-19 has done to cash-based payments worldwide – the
next step is to link up payment connectivity between markets. Visa and Mastercard
show what an interconnected electronic payment network can achieve; nothing like
them currently exists for the new types of mobile payment service growing in Asia
Pacific.

The cross-border payment service that will be available to Macau and Hong Kong is
one of many examples of this type of network starting to grow, similar to the VIA
cross-border mobile payment platform initiated in Singapore that linked up with
Thailand, Malaysia, and Japan. This development of mobile payment “schemes” will
ultimately lead to the creation of companies that rival or displace Visa and
Mastercard, at least regionally.

China has taken a serious step towards the implementation of a central bankbacked digital currency with a large-scale field test of its current Digital Currency
Electronic Payment (DCEP) system in October 2020. Specifically, the People’s Bank
of China ran a lottery in the city of Shenzhen, with 50,000 winners claiming
RMB200 ($30) in digital currency. The funds could be spent in 3,000 locations in
the city for a single week. This pilot is merely the latest in a series of smaller-scale
tests of DCEP within China ahead of a planned full-scale launch of the digital yuan
renminbi in Q4 2020.

Analyst view: Central banks (and even commercial banks) have been experimenting
with the idea of centralized digital currency for a few years now, but China has so far
gotten closest to actually realizing the concept. Since the popularization of Bitcoin
(mostly as an investment vehicle) and the rise of blockchain as a popular industry
buzzword, central banks have slowly moved closer and closer to recreating our
extant monetary systems utilizing the digital ledger technology and cryptographic
security of a blockchain system.
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Macau’s mobile wallet provider Mpay will enable payments in Hong Kong starting
Q2 2021, aiming to offer a seamless cross-border payment service in conjunction
with the existing Octopus cashless payment platform in Hong Kong. Macau-based
users will not have to first convert their Macanese pataca into Hong Kong dollars,
as this partnership allows for automatic conversion on the back end. The service
will allow users of Octopus or Mpay to freely pay in their home currency in either
country using either wallet.

China will be the first country with a
centralized digital currency

Setting aside concerns over the merits of decentralized versus centralized
cryptocurrency systems – governments being generally loath to relinquish the ability
to control their own money means decentralized systems are unlikely barring a
major global shift in political philosophy – systems of this type create very powerful
domestic means of transferring funds. Cards and cash are already practically nonexistent in everyday payments in China, and DCEP will only make this more
pronounced.
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More than one in 10 UK SMEs have
canceled insurance because of COVID-19

Analyst view: It is understandable that businesses are looking for ways they can cut
costs during this period of economic hardship, and non-essential insurance policies are
in the firing line.

The once-thriving UK hospitality sector has been among the worst hit by the
outbreak of COVID-19, while controversy around business interruption payouts
continues. New restrictions introduced by the devolved nations will likely result in
more insurance claims and potentially more policy cancellations.
Analyst view: Cases are rising rapidly again, pushing the UK to adopt new
restrictions. England will go into a month-long lockdown from November 5, while
Scotland, Northern Ireland, and Wales have each introduced a circuit breaker – a
“mini-lockdown” – designed to curb the rise in COVID-19 cases. Consequently, pubs
and restaurants have been mandated to close again. Businesses in the hospitality
sector may be forced once again to fight for COVID-19 payouts, hitting insurers with
a second wave of claims.

Insurers should expect more policy cancellations during the next renewal cycle given
that lockdown restrictions are coming into play for many businesses, further reducing
their income. While the Job Retention Scheme and loan payment holidays have been
extended in light of another month-long lockdown, more policies will be cancelled
once businesses start incurring regular expenses and business activity is still muted.
Businesses will also begin to incur more payroll expenses as the Job Retention Scheme
is rolled back and payments on COVID-19 relief loans become due.

Cover for pandemics is not customary in commercial insurance, but more
comprehensive business interruption policies will provide cover for non-standard
causes such as notifiable diseases. As per our 2020 UK SME Insurance Survey,
47.1% of SMEs operating in the hospitality and restaurant sector cited having
business interruption insurance. In addition, 18.4% of businesses in this sector
reported they had canceled their business interruption policy as a result of the
pandemic.

Insurers should stay in close contact with their customers to communicate the risks
they take on should they cancel their policies. They could also try offering cheaper
options, like reducing the level of cover for a period of time until the business is fully
back up and running.

Initially, insurers refused liability for COVID-19 claims. However, the High Court’s
recent ruling in the test case brought by the Financial Conduct Authority (FCA)
determined that SMEs may be entitled to compensation from the disruption
caused by the outbreak of the virus. While this is open to appeal, the ruling made it
clear that depending on the policy wording, insurers could be liable for this type of
claim. Undoubtedly, the length of time taken to receive compensation will leave
businesses frustrated, prompting more companies in the hospitality and restaurant
sector to cancel policies with their existing provider.
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11.4% of UK SMEs have cancelled at least one of their insurance policies because of
the COVID-19 pandemic as per our 2020 UK SME Insurance Survey. Across the
different policy types examined, cutting costs was the most common reason SMEs
cancelled their insurance. But those that cancelled their business interruption did so
because they thought it provided a greater level of protection than it did and their
insurer rejected their COVID-19 claim.

New UK restrictions will lead to a
second wave of business interruption
claims from the hospitality sector
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Zego expands commercial broking network
as its on-demand policies are set to surge
in a post-pandemic market

Analyst view: Zego is a startup insurer offering specialist commercial insurance that
can be switched off and on in its app. This is often by the hour and allows companies
to buy insurance when they need it, but not waste money on premiums when they
cannot do business. Its business model appears perfect for the current uncertainty,
where businesses can have no confidence that they, their customers, or clients will
be able to conduct business over the coming weeks and months. We expect the
current climate to lead to a sharp rise in insurers offering on-demand and flexible
commercial and personal insurance, and Zego has already established itself as a
leader in this field, which puts it in a very strong position going forward.

This is a particularly positive step for Zego, as the majority of commercial insurance
in the UK – especially among larger companies – is conducted through brokers. It
can be hard for startups to create these relationships, as brokers will have
longstanding relationships with traditional players. The biggest obstacle facing
startups is often access to clients, as they look to go direct, usually through apps,
but need to build trust. This new access to a considerable number of potential
clients, as well as how relevant its policies are because of COVID-19, makes Zego a
very promising insurtech player.

A number of providers – including Chubb, Burns & Wilcox, and Delta Insurance –
have launched personal cyber insurance policies designed to protect families and
households from cyber threats. These policies protect individuals against data loss
and ransomware, and actively monitor accounts to determine whether they are
compromised.
Analyst view: The launch of standalone personal cyber insurance products is a new
development as personal cyber cover has usually been sold as an add-on to home
insurance policies and marketed to the high net worth market.
However, coronavirus has given cyber-criminals an opportunity to capitalize on
global panic and launch more cyber-attacks at individuals. Working from home has
also expanded the risk as organizations need to manage a wider network split across
a number of home and private networks.
At the same time, homes are becoming more connected as consumers purchase
more Wi-Fi-enabled devices such as security cameras, doorbells, and locks – all of
which offer new openings for criminals to exploit. E-commerce has also boomed
during the pandemic, and consumers will be all too aware that their personal and
financial details are held by a number of different suppliers.
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Zego has partnered with Bravo Group’s Broker Network and Compass, which will
allow it to expand its flexible, on-demand insurance to the UK broking community.
This partnership gives Zego access to a community of over 700 brokers (over 60%
of UK brokers), and therefore offers huge exposure to UK business.

Personal cyber insurance is becoming
more relevant in an increasingly digital
world

These factors have combined to put a spotlight on personal cybersecurity and cyber
risk. While uptake of standalone personal cyber insurance will be low for the time
being, as we move further into the digital age it will become increasingly relevant for
all households.
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Tesco Bank to acquire Ageas’ stake in
Tesco Underwriting
Tesco Bank has reached an agreement to purchase Ageas’ 50.1% share of their
joint venture, Tesco Underwriting. The move means Ageas – which according to
our analysis was the 12th-largest non-life insurance provider in 2019 – will lose an
estimated 20.5% of GWP when looking at 2019 financials.

The move will undoubtedly benefit Tesco Bank. The provider has an established
consumer base from its other financial operations and its grocery business, which
enables the cross-selling of insurance products. Ageas will also be able to benefit
from the move and focus its efforts further on the broker distribution channel and
other lines of business outside of home and motor insurance – products that were
previously offered by Tesco Underwriting.
In the current economic climate, this move highlights the strength of the Tesco
Underwriting proposition. Many providers in such partnerships would be looking
towards large incumbents such as Ageas for help to navigate challenging markets
brought about by the COVID-19 pandemic and the FCA review of premium pricing
for loyal customers in personal lines markets. However, this is clearly not the case,
with Tesco Bank feeling now is the time to take greater ownership of its insurance
operations.

Metromile, a motor insurance provider that specializes in telematics policies, has
launched Ride Along, a free app that drivers can use to learn about their driving
habits. The app is available to everyone, not only Metromile’s customers, and users
can determine whether they would be eligible for lower insurance premiums if they
switch to a Metromile policy.

Analyst view: Metromile’s app will help drivers get a firsthand account into telematics
without any commitments. Other leading providers in the US require drivers to sign
up to their program in order to use the app or have a black box fitted to the car, and
discounts are not guaranteed. Metromile’s offering will allow potential customers to
see if they can save before signing up, thus making them more likely to switch
providers in the first place.
The coronavirus pandemic has also shone a light on motor insurance pricing.
Lockdowns and working from home arrangements have led to people using their cars
much less, and this will continue in the future as remote working arrangements are
here to stay. This has prompted a number of motor insurers to offer premium rebates
to customers who were not using their cars as much.
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Analyst view: The partnership enabled Tesco Underwriting to become a competitive
force in the UK home and motor insurance space, benefiting from the expertise that
comes from a partnership with a large and successful incumbent such as Ageas.

Metromile launches free driver
monitoring app

With the mileage of a number of households decreasing as a result of the pandemic,
providers like Metromile have a real opportunity to capture market share from
incumbent insurers. Providing upfront insight into how much drivers can save without
requiring their commitment to buy a policy should prove very popular, and will force
other insurers offering usage-based insurance (UBI) policies to follow suit.
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Carro & NTUC launch usage-based personal
motor insurance in Singapore

Analyst view: Back in 2015 AXA launched a UBI commercial motor insurance policy
that only targeted part-time Uber and GrabTaxi drivers operating in Singapore.
However, since the outbreak of COVID-19, governments around the world have
imposed temporary lockdowns, drastically reducing car mileage. This has created a
need for flexible motor insurance that goes beyond benefiting gig workers, as
consumers have been paying for insurance services they cannot use.
An advantage of UBI (or pay as you go) policies is that cover is based on real-time
driving data, rather than having to pay annual premiums based on car mileage
estimates as with more conventional plans. Carro’s automatic enrolment is unique
as customers will automatically financially benefit from the change in policy. This
comes at a time where Singapore has managed to reduce the number of COVID-19
infections, allowing the country to gradually ease restrictions around social and
recreational activities. Carro’s initiative will prove long-lasting, providing a significant
push for UBI polices within Singapore.

UK insurtech startup Honcho has landed a place in a New York accelerator, as the
reverse comparison site app looks to expand into North America. It was selected by
Insurtech NY – the largest insurtech community in New York – to join its 2020
program.
Analyst view: Honcho is a reverse price comparison site, where customers enter
their insurance requirements for motor insurance and then receive messages from
insurers that bid for their business. It aims to give power to consumers by letting
insurers compete for their custom.

The US insurtech market is not as developed as the UK. Price comparison websites
are extremely well established in the UK, and are often the key distribution channel
within a product line. The price comparison marketplace is also very well
established, with a clear big four: MoneySuperMarket, Confused.com, Compare the
Market, and GoCompare. These four players completely control the market, and all
generally have large advertising spends and consequently high brand awareness.
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Singapore-based insurer NTUC and Carro (Southeast Asia’s largest automotive
marketplace for pre-owned cars) launched Singapore’s first usage-based car
insurance for personal motor. Carro’s motor subscription customers will
automatically be signed up for UBI. Carro’s standard subscription includes
1,500km of mileage per month, with mileage calculated using black box
telematics technology. Customers will be charged on a monthly basis, and will be
offered rebates of up to S$800 ($585.91) per annum if customers suspend the use
of their vehicle.

UK startup Honcho lands spot in leading
New York accelerator

As a result, it is difficult for a startup app such as Honcho to establish itself in the
market. Yet insurance is not as digitalized in the US, and a company like Honcho
stands a good chance of being seen as innovative there. Being selected by Insurtech
NY provides Honcho with a great opportunity, partly due to the expertise it will
offer but also for its connections and information on the US market and how to
enter it, which is invaluable when looking to expand into new countries.
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Healthtech startup Sami looks to capitalize
on need for telehealth
Brazilian healthtech startup Sami recently attracted $15.5m in series A funding,
the largest amount for a Latin American health startup. Sami was founded in 2018
and has a raised a total of $16.8m to date. The company, which has so far focused
on health data analytics and telemedicine, has announced it will be transitioning
into a health insurer in November. Sami is set to replicate insurtech Oscar and
expand from Brazil to build a worldwide presence.

In its favor, Sami is backed by a tech-savvy team and professionals with healthcare
expertise – undoubtfully, a good recipe for success. Google’s former vice president
and a former CEO of Amil (once the largest healthcare group in Brazil) are working
with Sami. And so are Oscar’s former chief technology officer and the founder of
Taxis Desenvolvimento de Software, a mobility sharing company that operates much
like Uber or Lyft.

The COVID-19 pandemic is expected to cost the insurance industry considerably
through claims, but the court ruling on the FCA’s business interruption test case
has the potential to worsen the impact by damaging the trust policyholders have in
their providers.
Analyst view: Findings from our 2020 UK SME Insurance Survey indicate that across
all SME sizes, more than one in 10 have canceled their business interruption cover
(13.2% of micro, 12.7% of small, and 13.9% of medium enterprises) as a result of
COVID-19. The leading reason for canceling policies was that it did not provide the
level of cover the business thought it did, with 26.3% of SMEs citing this reason.
Clearly, the exclusion of COVID-19 from many policy terms has played a role in
companies feeling this way.
The lockdown measures brought into force as a result of the COVID-19 pandemic
meant many businesses were forced to close. Companies thought their business
interruption policy would protect them due to policy wordings including “notifiable
diseases,” but this evidently has not been the case. Over one in five SMEs cited that
the reason for canceling their business interruption policy was that they had a
coronavirus-related claim rejected by their provider.
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Analyst view: Certainly, the outbreak of COVID-19 has given Sami a boost. Social
distancing measures have generated greater demand for telemedicine and Sami has
been well placed to learn from the insurance space, given that it has provided these
services to the medical insurers it now intends to compete with. Yet going forward
Sami will need to overcome challenges. The US is home to Oscar, but unlike Brazil,
no public medical system exists in the US. This is a striking difference, given that US
citizens are forced to pay for medical treatment or have an insurance policy in place.
In the context of a pandemic and rising unemployment, Brazilians will be looking at
cost-cutting rather than willingly paying for services. In addition, Brazil’s private
medical insurance sector is very concentrated, making it harder for new entrants to
penetrate. But at least an insurance license is valid nationwide in Brazil, compared to
the US where state-by-state approval is required.

COVID-19 will cost the insurance
industry outside of claims, with
policyholders losing trust in providers

It is clear that the level of trust policyholders hold for their insurer has been
damaged. Chartered Insurance Institute research shows that 39% of its members
think the FCA case has somewhat reduced the faith consumers have in policies
paying out when needed. If the industry fails to address the negative impact this
case has had on trust, we should expect to see an increased rate of both
cancellation and switching at the point of renewal as policyholders look to sever
ties with their current provider.
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Digital bank Step is using celebrity appeal
and cash prizes to attract teens

Analyst view: Collaboration with D’Amelio is likely to generate significant amounts of
traffic and name recognition for Step, given she has over 90 million and 30 million
followers on TikTok and Instagram respectively. Her recent Instagram post promoting Step
gained over 2.6 million likes. Partnering with celebrities to market and advertise products
is becoming more popular, with Klarna partnering with rapper Snoop Dogg for its viral
advert, “Smooth Dogg.” While incumbent banks and other digital banks offer children’s
banking and market products to parents, Step has proactively reached out to its target
market. While the teen market is described as pre-banked as opposed to unbanked,
interest in offering banking services to younger customers is growing among all types of
providers. Traditional incumbent banks are updating and upgrading their offerings aimed
at children due to the rate at which they are adopting technology, competition from
digital banks, and the fact that children’s accounts are becoming less likely to reach
maturity as kids gravitate away from parent-managed bank accounts and move to more
digitally advanced platforms. By partnering with celebrity influencers and offering prizes
for signing up, Step has ideally positioned itself to attract younger users in the short term,
gain insight into what features and control parents and older customers want, and
develop long-lasting relationships with both groups.

US fintech platform Chime has successfully raised $485m as part of a series F round
that has taken the valuation of the digital bank to $14.5bn, surpassing the popular
trading platform Robinhood (which is in the process of acquiring a US banking licence).
Amid COVID-19 Chime has reached EBITDA profitability, having added hundreds of
thousands of users each month as customers migrate to digital channels.
Analyst view: Despite Chime’s valuation having doubled since December 2019 and
increased nearly 900% compared to 18 months ago, no fixed date for an IPO has been
set, although it is expected to be within the next 12 months. In the US market, which is
characterized by banks and financial institutions charging relatively high fees for
products and services, Chime’s business model – with no-fee mobile bank accounts and
debit cards – has become incredibly popular among individuals on incomes between
$30,000 to $75,000. At a time when economic uncertainty is high and households are
looking to curb discretionary spending, individuals are increasingly looking to alternative
providers whose products and services better match their more digital lives.
The significance of Chime reaching profitability cannot be overlooked, as the financial
health of several European challenger banks has come into question during the
pandemic. Conversely, Chime’s financials suggest it is one of the healthiest neobanks.
The transaction processing-based business model that Chime employs has been
described by CEO Chris Britt as “highly recurring and highly profitable.” Despite the
impact of the pandemic, retail spending in the US in September 2020 was greater than in
September 2019. This suggests the low-income demographic Chime focuses on – who
spend a relatively high proportion of their income each month and use Chime products
when they do so – are a more reliable and resilient customer base than their European
equivalents. In Europe, overall usage of neobank products has been for luxuries and dayto-day spending, both of which fell sharply as economic activity decreased and many
individuals began to work from home – a factor that has forced many neobanks to
pursue subscription-based models.
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The official US launch of Step was announced earlier this month following a pre-launch
in January that saw interest in the platform amass a 500,000 user waitlist. Step, which
offers banking services to the “pre-banked” teenage market, has partnered with teen
influencer Charli D’Amelio, one of the most followed users on social media platform
TikTok. Previously, Step has won support from the likes of Will Smith and rapper Nas,
and it is likely these celebrity endorsements will aid the offering’s market penetration.
In addition, Step has launched a lottery-style promotion, whereby new joiners have the
chance to win a share of a $100,000 prize pool.

Chime hits $14.5bn valuation and EBITDA
profitability after series F funding round
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Pay now, buy later fintech HyperJar now
available to merchants
London startup HyperJar is making its pay now, buy later platform available to all
merchants from next month, following the completion of its trial period with Lidl and
other retailers. The platform reverses the notion of the increasingly popular buy now
pay later (BNPL) service and allows users to assign money to “jars” they can then only
spend at designated retailers. In return for “pre-paying,” customers are rewarded with a
4.8% growth rate – paid daily – on the amount they put aside.

DBS has launched a new digital tool for retirement planning. Map Your Money offers
an interactive dashboard that allows customers to project future retirement needs
based on their current finances and integrate relevant services such as Central
Provident Fund nomination, will writing, estate planning, and setting up power of
attorney arrangements.
Analyst view: Following reports that a third of DBS customers had negative cash flow
from January to June 2020, DBS has invested in digital financial planning solutions to
help Singaporeans close to retirement age plan and boost their financial health.
The Map Your Money tool will be available on both mobile and online channels. It
projects customers’ future retirement needs based on their current finances and defined
assumptions relevant to their lifestyles. Unlike other such planning tools, DBS has access
to services such as the Central Provident Fund, the compulsory savings and pension plan
for working-age Singaporeans and permanent residents. The new tool will pull together
all existing customer assets held with DBS and other banks, allowing a comprehensive
financial picture to be created before projecting the future income needs of customers.
This is particularly necessary in Singapore given that our 2020 Financial Services
Consumer Survey shows that 30% of baby boomers rely on investment income for
discretionary spending.
While countries such as Japan are renowned for having an aging population, Singapore
also suffers from the same demographic trends, and now has one of the fastest-aging
populations in Asia. The public and private sector are working to accommodate the
changing age structure, with projections that 20% of Singaporeans will be over the age
of 65 by 2030. DBS’s launch thus comes at a critical point: firstly due to COVID-19, which
has forced many households to utilize savings earmarked for retirement; and secondly
due to demographic changes that have been worsened by customer apathy towards
retirement planning. Long term, tools such as these will likely be crucial to banks’
success as customers liquify assets. In the short term, it will help DBS cement its
relationship with older customers and place the group in a strong position to benefit
from the intergenerational wealth transfers that will inevitably take place.
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Analyst view: HyperJar’s proposition consists of a feature called Hmoney, whereby a
customer’s money is automatically converted to Hmoney when it is committed to a
merchant. The committed funds earn an attractive 4.8% interest every 24 hours; when
users spend at a merchant they have committed funds to the interest earned is spent first.
Withdrawals from jars are not possible. HyperJar has partnered with retailers including
Shell, Virgin Wines, Bloom & Wild, and Dyson to offer this service. For retailers, the key
benefit is receiving data and analytics on how their customers are spending in-store. For
those who find it harder to manage their spending, putting money away in jars is the most
intuitive and straightforward way to help nurture positive habits. In the long term, retail
banks may have an opportunity to partner with HyperJar, which could solve two problems
for banks: low returns on savings and improved money management. One of the main
struggles traditional banks face is retaining and acquiring younger customers. While
neobanks have successfully used new technologies such as AI, blockchain, cloud computing,
and big data to efficiently acquire large numbers of young customers, they have struggled
to migrate those customers towards primary account usage.
With the right execution, a partnership with HyperJar presents an opportunity for banks to
acquire and retain customers. Yet the limited number of merchants currently partnered
with HyperJar means the service will struggle to attract users. For HyperJar to be successful,
it would need to partner with bigger everyday retailers that consumers are willing to invest
their money with over the longer term.

DBS launches digital retirement planning
tool to forecast customer cashflows
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Swansea Building Society launches bespoke
mortgages for medical professionals

Analyst view: The rationale used to explain this offering is that medical professionals have
relatively high average earnings and are in a stable sector, so it makes sense to offer them
more favorable terms given the reduced risk to the lender. While the offering has allegedly
been positively received by customers and brokers, others see the products as unfair in that
they offer preferential treatment to a specific group. While the medical sector as a whole is
more stable than other sectors of the economy, to portray medical professionals as a
monolithic group where earnings and stability are fixed is misleading. Fluctuations can arise
based on everything from geography to hours worked to individual circumstances.
Anticipating backlash, Swansea Building Society is also focusing on key workers from other
sectors who have played a crucial role during the pandemic period. Its Professional
Mortgage product offers a low interest rate to individuals including accountants, engineers,
solicitors, and architects, with pharmacy workers, mail carriers, carers, and grocery shop
workers recently added. The levels of impairment and asset quality are unlikely to change
drastically due to the new criteria, although the likelihood of individuals borrowing greater
amounts is now higher. This will serve to allow Swansea Building Society to expand its
market share and potentially earn more in interest income. Yet these products are perhaps
best viewed as a marketing strategy, showcasing the building society’s willingness to
support its members following a period of national distress.

As the Bank of England considers lowering interest rates to negative levels, banks
such as HSBC have considered taking drastic action, such as charging customers for
basic banking services. This is one of several strategies that banks in Europe have
already had to employ, with many feeling unable to pass on negative rates to anyone
holding under €1m. However, while banks in Europe have had years to adapt to
negative rates, expected loan losses due to COVID-19 may force UK banks to act
considerably more quickly, with little time for either side to become accustomed to
the new situation. Negative rates can also lead to bizarre lending situations, for
example where loans are worth less the longer they are held, resulting in borrowers
making only minimum payments. Additionally, the lack of a profitability cushion
from reduced margins could cause lenders to become much more selective in how
they lend, reducing overall lending in the economy.
Analyst view: While banks will face many problems with the potential introduction of
negative interest rates, some existing strategies employed by other European banks are
likely to be useful in the UK market. Banks should seek to write in new favorable
mortgage terms, such as only allowing rates to travel upwards. Banks should also seek
to cross-sell more products such as mortgage insurance, although they must be careful
not to lay the foundations for another miss-selling crisis.
Additionally, as well as relying on the existing stream of prime mortgage loan
repayments, lenders should consider consumer credit as a short-term solution to any
profitability issues. UK consumers have behaved admirably during the pandemic, with
high levels of saving and paying down debt, giving more leeway for lenders to offer
credit. However, lenders should be wary of offering credit to customers in negatively
affected sectors of the economy, such as travel, tourism, and events. Instead, banks
should consider customers whose form of employment is unlikely to be lost due to
either another lockdown or a potential future recession.
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Swansea Building Society has announced the launch of new bespoke mortgages for
medical professionals. The Medical Professional Mortgage Products are for repurchase,
re-mortgage, or capital raising cases where at least one applicant is a doctor, surgeon, or
dentist. The product will offer two advantages to medical professionals. Firstly,
customers will be able to borrow larger amounts against their income compared to
standard products (5.5x as opposed to 4.5x). Secondly, the bespoke mortgages will offer
a lower monthly repayment during the term of the mortgage in comparison to the
standard variable rate.

Negative interest rates could cause the
end of free banking in the UK
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Bank of America expands into digital financial planning
US customers’ considerations when
choosing an investment provider
It is more convenient

25%

Access to more than just investment services

18%

Attentive customer service

13%

Access to a wider range of investments

13%
11%

More cost effective than alternatives

My needs are too complex for digital channels

9%
6%
4%

Number of respondents n=158. Source: GlobalData's 2020 Financial Services Consumer Survey

US customers’ preferred channel to
monitor savings and investments
2%
16%
8%
74%

Branch

Telephone

Digital (Online and Mobile)

Other

Number of respondents n=3,000. Source: GlobalData's 2020 Financial Services Consumer Survey

Analyst view: Life Plan will be offered for free to every Bank of America customer. It will allow
them to select and prioritize their financial goals across areas such as finance, family, health,
home, leisure, work, and charity. Users can create adjustable goals and change them as their
priorities shift, and monitor progress via personalized guidelines and recommendations. Life
Plan also works with the group’s other digital services, such as AI assistant Erica, as well as with
Bank of America’s free financial education program, Better Money Habits. Following a trial
involving 80,000 participants, the top categories individuals are interested in were identified as
budgeting and saving, saving for retirement, buying a home, and improving credit. Unlike
similar platforms, Life Plan will make use of user content and customer data as well as
transaction data, while AI-powered analytics will enable a better understanding of customers’
habits and needs. The launch of this product appears ideal amid COVID-19, given that before
the pandemic approximately two thirds of households had insufficient long-term savings.
Consequently, demand for budgeting and financial planning will likely be greater than ever, and
consumers will naturally gravitate towards channels that are low cost and convenient, which
are now overwhelmingly digital channels (as highlighted by our 2020 Financial Services
Consumer Survey). With US consumers ranking convenience as the most important factor
when choosing an investment provider, Life Plan is likely to succeed given it is free, available on
the channels customers are most active on, and integrates personal financial support from
professionals into the platform. This could translate into cross-selling opportunities, as branch
staff and advisors will have access to deep insights as to what customers value and need, which
will enable better and more trusting relationships to develop over the long term.
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I do not trust remote channels

It provides overall better value

Bank of America has announced the launch of Life Plan, a new digital experience that allows
clients to set and track near- as well as long-term goals based on their life priorities and better
understand and act on how to achieve them. Life Plan can be accessed in both English and
Spanish via Bank of America’s mobile app and online banking platform. It enables clients to
create and adjust financial goals on demand. The product also allows clients to leverage the
company's network of financial professionals to schedule in-person or virtual one-on-one
appointments to discuss their goals and strategies to achieve them.
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Harvest launches index to build dynamic
financial scores
US fintech Harvest has launched the Harvest PRO Index (PariFi Rating & Opportunity
Index), which aims to disrupt the traditional credit scoring system. Harvest PRO Index
utilizes AI and machine learning to provide a dynamic view of a person's financial
wellness and potential, as opposed to looking at purely historical data.

A new digital bank is being launched in the UK by former executives of Barclays.
Pennyworth will target aspiring affluent professionals and middle managers, and
has entered pre-application stages to become an authorized UK bank.
Pennyworth promises impressive rates considering the current low interest
climate, offering a 1.5% interest rate on easy access savings.
Analyst view: Pennyworth summarizes its mission as to make it easier for busy
people with complex needs to achieve their financial goals. It argues that
traditional banks have provided poor value and impersonal service, and have
essentially exploited people. While the first wave of challenger banks have had
some success in disrupting the industry, Pennyworth argues that they have failed to
break the inertia or significantly alter the status quo due to them competing for
current accounts individuals are hesitant to switch provider for. Pennyworth will
focus on personalized service and financial planning, as well as offering saving and
lending services to support consumer goals. Pennyworth aims to sign up 1,000
interested participants for its beta testing stage in early 2021. Pennyworth is
advertising saving and borrowing rates that appear more favorable than those
currently being provided to premier account holders at the likes of Barclays, HSBC,
and NatWest, although the minimum level of savings required is not yet apparent.
It's fair to say the UK fintech and challenger bank scene has become saturated.
Many startups have failed to resonate with consumers, and are not generating
enough long-term interest to be successful. This is true of digital banks sponsored
by incumbent banks, such as NatWest’s Bo, as well as standalone platforms that
have struggled due to the pandemic. With rates as high as those Pennyworth is
offering it is likely the bank will be able to secure a sizable share of the young
affluent market, especially if its digital tools are sophisticated. The track record of
the co-founders in developing banking services in Europe and North America
suggests Pennyworth may be one of the most exciting startups to follow in 2021.
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Analyst view: At a time when consumers are facing unparalleled insecurity and
uncertainty due to the coronavirus pandemic, the launch of a more holistic and
comprehensive credit scoring system is welcomed given the disarray caused to household
finances due to the lack of economic activity over the past eight months. Harvest PRO
Index considers several factors in addition to the traditional credit score to give consumers
and lenders a better gauge of an individual's financial health and overall risk profile. The
use of machine learning and AI in mapping spending patterns allows for bank fees and
interest charges to be managed and negotiated automatically to achieve the best results
for customers. The platform provides an overview of an individual's finances, outlining
assets, debts, and expenses on a single platform alongside actionable suggestions to best
improve financial wellness. For lenders, partnership with Harvest provides access to realtime transaction data as well as other relevant attributes that speak to the ability of a
customer to honor their commitments, thus reducing the number of bad loans needing to
be written off and improving overall loan recovery. Harvest’s approach to redefining credit
scores is similar to what Chinese firm Tencent has been exploring. For the second time in
three years its Ant Financial subsidiary has proposed an alternate credit scoring system,
most recently with Sesame Credit, as a way to offer credit to those whose credit history
leaves them outside the formal financial system. Harvest PRO Index is determined by
three factors: credit score, debt-to-income index, and expense-to-income index, with a
total score ranging from 500 to 1,000. When signing up, Harvest enables customers to
connect multiple bank accounts at once or add additional bank accounts later so that a
full credit picture can be provided.

New digital bank Pennyworth set
for UK launch in 2021
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Mashreq Bank partners with noon.com to slow BNPL growth in the UAE

Analyst view: The partnership between Mashreq, the oldest privately owned bank in the UAE, and
noon.com is an example of how collaboration can be used to improve the digital customer experience. The
first phase of the partnership will begin with the launch of the Mashreq noon VIP Visa credit card, which will
be the first e-commerce co-branded credit card in the region. Customer benefits will include 3.5% cashback
on all purchases at noon.com, 1% at all other domestic and international retailers, a joining bonus of
AED500 ($136), and no annual fees. Card holders will also benefit from free delivery on all noon Express
orders, complementary discounts at participating merchants, and a 0% interest rate for the first six months.
Customers can sign up via a simple digital process and receive a digital card in as little as three hours – which
is significantly less time than Emirates NBD, where the process can take up to a week. Strategic partnerships
of this kind will be crucial to increasing the popularity of credit cards in the region, as well as developing
brand loyalty for the firms involved. For Mashreq this is especially important given that it has seen poor
growth and customer acquisition over the last decade. The increasing popularity of BNPL options also
intensifies the need for Mashreq to protect its market share, given the appeal interest-free payment plans
are likely to have in a region whose religious and cultural norms generally prohibit interest. In addition, the
collaboration will be fundamental in developing credit usage in a market that has primarily relied on cash
and debit cards. Our Payment Cards Analytics shows that in the UAE, debit card penetration stands at 124
cards per 100 consumers, compared to 52 credit cards per 100 consumers. The partnerships and innovations
Mashreq is pursuing will be pivotal to opening the market up to new types of credit and financial products,
as well as increasing the depth of relationship consumers have with financial services providers.

Concentration of the credit card market in the UAE
25%

20%
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Dubai-based Mashreq Bank – one of the premier financial institutions in the UAE – has announced a
strategic partnership with noon.com, the region’s homegrown e-commerce platform, in a bid to reverse the
bank’s falling market share and upgrade the online shopping experience as competition from the likes of
Amazon grows. The move comes after a decade of lost growth for Mashreq compared to its competitors,
with the prospect of BNPL entrants further eroding its position in the consumer lending space. The timing
of the partnership is designed to allow both parties to take advantage of the e-commerce boom happening
across the region, which has been intensified by COVID-19.
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Source: GlobalData’s Global Retail Banking Analytics
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Starling Bank launches online banking for
personal and joint account holders
Starling Bank has launched online banking for its personal and joint account holders a year
after launching an online portal for its business customers. The new platform will allow
Starling customers to manage their finances from a desktop or laptop as opposed to only the
bank’s smartphone app.
Financial Services Briefing: October 2020

Analyst view: During the COVID-19 pandemic Starling Bank has been one of the better
performing digital-only banks. It has worked with the government to issue loans and capital to
SMEs. And unlike other digital banks, whose revenue streams are interchange income-centric,
Starling has had a diversified revenue stream that has allowed it to grow organically and not
post the losses some of its competitors have suffered. The launch of online banking for Starling
offers customers greater flexibility and more options in terms of how they view and manage
their money. The move indicates that Starling Bank as a proposition is more comprehensive, and
perhaps positions it towards an older audience who are less mobile-savvy.
However, data from our 2020 Financial Services Consumer Survey shows that since 2018 the
number of UK respondents using the online channel has been decreasing year on year, while
those using mobile has increased year on year since 2017 at a considerable rate. As such,
launching online banking does appear counterintuitive to the trends that are evident in the
market. Nevertheless, online banking is another feather in the cap of Starling Bank and cements
its position as one of the most successful neobanks in the UK. The launch of online banking by
Starling is best viewed as a supplemental service as opposed to a replacement for mobile
banking, and can also be viewed as a launch to distract from the numerous fee-based products
it has recently announced – which are unlikely to have been positively received.
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The first fund under the Hong Kong-Mainland ETF Cross-listing Scheme has been launched
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Besides the obvious benefits for serving local investors, the additional links
between Hong Kong and the Shenzhen stock markets will ensure Hong Kong
remains an attractive conduit for accessing investment opportunities on the
mainland. The recent opening up of the asset management industry on the
mainland risks lessening the importance Hong Kong has traditionally played as
the gateway to China. Additional, more modern investment options such as ETFs
will help boost Hong Kong as the preferred investment gateway for offshore
investors as well.

62%
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Analyst view: While the Hong Kong-Shanghai Stock Connect program has been
successfully running for more than a few years, the launch of cross-border ETFs
will ensure the program keeps up with investor preferences. ETFs are already a
major investment class for Hong Kong and mainland investors. A fifth of Hong
Kong investors currently hold some of their wealth in such funds, while 30% of
Chinese investors do so. This is relatively high for Asia Pacific or Europe,
reflecting the 20+ years of trading such products have had in Hong Kong and 15+
years on the mainland – along with the generally younger age of investors in
both markets. Younger investors are invariably more open to ETFs than older
investors, who favor more familiar mutual funds.

China (mainland)

70%

Bonds

The first listings of exchange-traded funds (ETFs) in Hong Kong and Shenzhen
under the Hong Kong-Mainland ETF Cross-listing Scheme has occurred,
deepening the integration of the nations’ securities markets.

Investment product penetration among investors

72%

2020
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HSBC launches two wealth financing
products for Jade clients

Quintet Private Bank expands to Asia
with new Singapore office
Luxembourg-based Quintet Private Bank has hired a market head for Asia, based in
Singapore. The boutique Swiss-style private bank has been expanding fast across
Europe, but this move is its first foray into Asia.

Analyst view: The provision of credit by wealth managers to their investment
clients is increasingly being recognized by the industry as a useful tool for
investors seeking to boost returns or manage short-term liquidity issues, as well
as an attractive source of revenue for the wealth manager. As per our 2020 Global
Wealth Managers Survey, there is significant and growing demand for such
facilities. Wealth managers eager to keep clients invested during COVID-19-driven
market turmoil have seen utility in offering clients cheap financing, protecting
their revenues derived from their investment portfolio.

Analyst view: Tapping Asian wealth has been a priority for wealth managers for
quite some time. However, the comparatively severe economic costs of the COVID19 pandemic in Europe and the US make the Asian wealth opportunity all the more
important to wealth managers looking to grow. More smaller wealth managers that
may have little or no presence in the Asia Pacific market are expected to seek to
establish themselves in the region. This will increase competition in the market,
mimicking a trend we observed in the aftermath of the global financial crisis, when
many leading wealth managers sought out Asia.

HNW investor demand for lending secured on the investment portfolio, 2020

Current Demand
80%

60.6%

Forecast demand growth
65.5%

63.8%

29.4%

25.8%

Asia Pacific

Global

60%
40%
20%

21.7%

The first impact of such plans by Quintet and others will be increased demand for
experienced relationship managers in Asia’s wealth hubs, Singapore and Hong Kong.
Higher compensation packages will surely follow, along with lower staff retention
rates. Established brands in the Asia Pacific market would do well to review their
compensation packages for key staff proactively in order to limit churn and ensure
that soft benefits and general working conditions are optimal.

Financial Services Briefing: October 2020

HSBC’s premier private client program Jade will offer two new financing
solutions. Wealth Portfolio Lending is a Lombard loan facility that can be
secured on a variety of client investment assets, while Unit Trusts Investment
Financing is essentially a margin loan for investing into investment funds.

0%
Hong Kong

Source: GlobalData’s 2020 Global Wealth Managers Survey
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Robo-advisor Scalable Capital suffers
data leak

Morgan Stanley bulks up in asset
management with Eaton Vance purchase
US banking giant Morgan Stanley announced yet another large acquisition with its
purchase of asset manager Eaton Vance for $7bn, bringing its investment
management division to $1.2tn in AUM and $5bn in revenue.

While mutual funds are a key investment class in the US, with more wealth held via
funds in the US than the more typical deposits, there is no hard and fast rule that
suggests banks need to have their own asset manager in-house to be effective.
Whether other leading wealth managers bulk up their own asset management
divisions or purchase established ones remains uncertain. Asset management is
relatively low margin compared to wealth management, and leading private banks
like Julius Baer suggest scale can be gained without an in-house asset manager.
Both E*TRADE and Eaton Vance are major acquisitions, even for a bank as large as
Morgan Stanley. Integrating them will be a challenge during the COVID-19 pandemic.
It is our view that the bank will be sitting out any further rounds of consolidation as it
digests its purchase over the rest of 2020 and 2021.

Scalable Capital, one of Europe’s robo-advice leaders by AUM, has suffered a data
breach. Documents stored in the company’s digital document archive were
compromised – including personal and contact details, data relating to investment
accounts (such as bank account, portfolio reports, security transaction statements,
and invoices), and tax data (such as National Insurance number). Scalable Capital
confirmed that around 20,000 customers in Germany and the UK were impacted
by the data leak.
Analyst view: Data privacy and cybersecurity are major concerns for both wealth
managers and their clients as technology plays an increasingly important role in the
industry as well as their everyday life. Many traditional wealth managers have
suffered consequences of data breaches over the years. However, data leaks have
been scarce in the robo-advice sector. Although this is the first data breach Scalable
Capital has faced since its launch in 2014, it will have a negative effect on the brand
and its future growth.
Scalable Capital is one of many European robo-advisors yet to make a profit despite
continuous expansion of services. On the road to chasing profit, retention of clients
and gaining new customers is key, which this data breach puts at risk. Competition
is rife in the robo-advice space, with startups and traditional players entering the
scene at a rapid rate. With other options available, clients’ heads may turn to
players that are more secure. This data breach should send a message to all roboadvisors that data privacy needs to be a priority. Even though they are in their
beginning stages and not harboring as much client wealth as traditional players,
they are not exempt from falling victim to data breaches that could severely stunt
their growth.
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Analyst view: This marks the second major acquisition for Morgan Stanley in 2020
alone, having agreed to purchase leading online broker E*TRADE in February 2020,
and continues a trend of consolidation in the asset management industry. The asset
management industry has seen severe pressure on margins as low-cost ETFs and
tracker funds have become increasingly popular with investors.

.
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UOB introduces Sustainability Academy
UOB’s asset management division has launched a training program for asset
managers on sustainable investing. UOB partnered with sustainable investment
specialist firm Robeco to offer this program, which will cover topics such as ESG
integration, active ownership, and measuring how companies contribute to the
UN’s 17 Sustainable Development Goals.

US robo-advisor Wealthfront has launched a new service called Autopilot, which
will allow customers to automate their savings plans. This additional service to
Wealthfront’s Cash product is free and can be set up in minutes. Autopilot can
automatically pay bills and place the remaining funds into investments, savings
accounts, or debt payoff. The service is designed to make money management
easier for its customers.
Analyst view: Robo-advisors are increasingly becoming more than an automated
investment service, acting as a one-stop shop for their customers’ finances.
Although Wealthfront was one of the first to introduce savings and cash accounts,
this approach is slowly being adopted by other players. Autopilot gives the
Wealthfront Cash service a slight edge on competitors.
Wealthfront’s Autopilot solves a customer pain point. Customers will no longer need
to stress over checking their accounts for excess money to invest, and they will be
less likely to miss profitable days in the market or times of compounding interest.

Current Demand - Socially Responsible Investments
Malaysia

72.1%

Singapore

64.2%

Japan

60.4%

Indonesia

59.7%
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Analyst view: Socially responsible investments are being strongly sought after by
investors across the globe. Increasing public concern and advocacy for environmental
and social issues has led to increased demand in recent years. UOB introducing a
program that will equip advisors on sustainable investing will be truly beneficial in
Singapore, as the majority of HNW investors in UOB locations demand such products
according to our data. Our 2020 Global Wealth Managers Survey also expects
demand for the service to increase over the next 12 months in these markets. Placing
more focus on the theme will bode well for UOB, as the heirs to the throne are
placing more importance on ESG than their parents.

Wealthfront customers can now
automate their savings plan

Our 2020 Banking and Payments Survey shows that over a quarter of US millennial
investors would find it useful to set up rules that can move money between accounts
automatically when certain conditions are met. Autopilot sets out to do exactly that.
Although the new product will not be a significant revenue driver it will be
embraced by current clientele and future customers. Peace of mind is sought after
by all, from savers to investors, and this new product will thus be welcomed.

Score 0% - 100%

Source: GlobalData’s HNW Product and Service Demand Analytics
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Credit Suisse and The Conduit Connect
partner on sustainable investment
platform

Analyst view: According to our 2020 Global Wealth Managers Survey, 70% of global
wealth managers offer socially responsible investments, up 11 percentage points
compared to 2019. Meanwhile, only 8% of global wealth managers have no plans to
provide socially responsible products, down from over a quarter of global wealth
managers in 2019.
Simply providing ESG products is evidently becoming less of a differential, but the
different ways in which ESG is embraced will set players apart. Credit Suisse is
addressing this with the unique opportunity it will provide its clients. In the midst of
an intergenerational wealth transfer – where the heirs to the throne are placing more
onus on investing for the greater good than their parents – this is a welcome,
forward-thinking move from Credit Suisse. Not to mention, the COVID-19 pandemic
will only increase demand for sustainable investment opportunities and having access
to these early-stage companies could be greatly profitable for clients.

Charles Schwab completed its acquisition of TD Ameritrade in October 2020. The
deal cost Charles Schwab $26bn in stock; the merger will see client assets surpass
$6tn.
Analyst view: Charles Schwab buying one of its long-term competitors is a bold but
clever move. The wealth management industry is in a transformational period,
making it sink or swim for many in the industry. Rising regulation costs, increasing
competition from new entrants, and changing demographic needs are forcing
players to find new avenues of growth and sustainability. And our 2020 Global
Wealth Managers Survey found that 70% of US providers agree that the profitability
of the industry is declining compared to 2019.
This acquisition delivers significant scale to Charles Schwab. Low fees are becoming
the norm in the brokerage space, and its combined size following the merger will
allow Charles Schwab to deliver cheaper services. Another key reason for clients
choosing one provider over another is lack of choice in investment products. The
addition of TD Ameritrade broadens the choice for investors who choose Charles
Schwab, further encouraging retention. Charles Schwab will be able to meet more
client needs, paramount to future success.
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Credit Suisse has collaborated with social change initiative The Conduit Connect on
an investment platform that matches sustainable startups with Credit Suisse Private
Banking clients. The Conduit Connect is a private members club in London that
focuses on bringing together people and companies that focus on sustainability and
social activism. Credit Suisse Private Banking clients will have the opportunity to
connect with The Conduit Connect’s club members to collaborate, invest, and
showcase their own sustainable businesses.

Charles Schwab acquires TD Ameritrade

Adding TD Ameritrade’s $1tn of client assets to Charles Schwab’s $5tn not only
grows its market share but allows it to cut costs and provide cheaper products, both
of which are crucial for profitability in the industry – which is why Charles Schwab
made this move.
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