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Cards and Payments

BakuWarung’s success shows the power
of targeting the SME market for fintechs

Analyst view: BukuWarung has done extremely well for a startup that was only
founded in 2019. It has been on a roll since completing Y-Combinator, with funding
from big names in the industry along with partnerships with banks.
The thing that is attractive about BukuWarung is not the technology but how its
service can help end users. Its bookkeeping for small and micro enterprises fills a
real market need for these clients, even in the current technology and enterprise
services market. Such services can help these small businesses – and the
underbanked segment of the market in general – better manage their business
operations.
Services of this type will be in demand in many developing markets, so banks and
payment providers should look for similar services to team up with in their own
markets.

Even just a few years ago, when other parts of Asia had embraced mobile
payments, Japan retained its preference for cash. It took a governmental rebate
program giving consumers up to 5% cashback for payments made via mobile
(perhaps with a little help from COVID-19 discouraging cash usage) to incentivize
the current leap forward, but it is now finally happening. In GlobalData’s 2020
Banking and Payments Survey, 46.5% of Japanese consumers reported using
mobile devices to shop in physical stores, a huge jump from the 2019 figure of
26.9% – albeit still far behind the region as a whole (especially China).

Analyst view: Japan is viewed as being at the forefront of technology, a stereotype
dating back to the 1980s and 1990s. However, when it comes to POS payments,
Japan is still a very cash-based market, with even the high number of payment cards
per capita not changing the typical pattern of consumers opting for notes and coins
at checkout. Even Softbank, the largest tech investment firm in Japan, looked
outside of the market for investment in the payments space.
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BakuWarung, an Indonesian accounting app for micro and small enterprises,
secured funding totaling over $10m upon graduating from Y-Combinator, a
California-based accelerator. BukuWarung has also won the support of local
Indonesian banks and digital wallet providers such as OVO and DANA. These
wallet operators have teamed up with BukuWarung to offer financial products
including payments, credit, and savings.

Japan – Asia’s last frontier in mobile
payment adoption – is seeing usage soar

Yet the COVID-19 pandemic has boosted the adoption of mobile by providing a push
factor away from cash, especially for a market where conformity is a very important
cultural part of society. As more consumers start to move towards mobile it
becomes “normal” to do so, and thus adoption has sped up. We are likely to see
further acceleration in the adoption curve into the near future, but it is probable
that Japan will continue to lag behind other markets in the region.
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Even China has shunned facial payments

Analyst view: Consumers in China have a very different perception of privacy
compared to consumers in Western countries. The Chinese public welcome the
ubiquitous surveillance cameras – with facial recognition software used in Chinese
cities for security reasons – as they feel it makes it safer for them in public. But
when it comes to payments, consumers in China have not adopted facial
recognition. The technology is available – and indeed is used in a wide variety of
industries outside of payments, including the automotive industry – but in practice
using it for payments is cumbersome. Consumers need to perform the extra step of
looking into a camera that scans their face. Doing so requires the user to adjust their
head, which is more disruptive to the flow of shopping than it seems on paper.
With mobile payments convenient enough already without such technology
(fingerprint- and thumbprint-based recognition are much easier to fit into the
natural flow at the POS), facial recognition technology appears to be a dead end – at
least in terms of payments authentication. And if it doesn’t take off in China, it is
unlikely to work anywhere else.

Vipps – the most popular mobile payments app in Norway – has entered into a
partnership with Visa to market a white-label version of the Vipps app to banks in
Europe. Vipps is backed by 110 Norwegian banks, allowing users to send payments
to anyone with a Norwegian bank account, whether for P2P payments, ecommerce, or payments at the POS. This new partnership will allow Vipps to
expand its network outside of Norway, while giving banks the option of tying into
an established mobile payments service rather than trying to build their own.
Analyst view: The limiting factor of a service like Vipps – which has impressive
penetration and usage in Norway – is that it only works in its home market because it
relies on interoperability between the backing banks. In Norway, Vipps sends funds
directly between bank accounts using instant payment technology. This technology
does not yet exist across geographic borders (in the EU the SCTInst scheme comes
close, but adoption remains too low), so the inclusion of Visa in this deal gives the
new white-label Vipps service a lot of potential to boost mobile payment adoption in
Europe.
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Alipay and WeChat Pay have been testing the idea of using facial recognition for
payments. Alipay first teamed up with KFC to test facial recognition payments
back in 2017, but the technology has not been widely adopted – even in the
hyper-advanced Chinese mobile payments market. While the technology is
sufficiently mature, resulting in its widespread usage in security and other areas, it
does not seem to be a good fit for payments.

Vipps makes promising bid for
international reach with Visa partnership

This is a good time to make this type of move, as consumers are still moving away
from cash and towards mobile payments as a reaction to COVID-19, and are likely to
trust their own bank brand on a mobile payment app.
Furthermore, since Vipps has already created software for mobile payments – and
Visa can provide the payment rails – it will be easy for banks to get up and running
with mobile payments as a result of this deal. Previously, bank-led attempts to build
mobile payment services have mostly ended in failure – Vipps itself is one of the few
notable exceptions.
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Swedish politicians aim to push shoppers
away from buy now pay later

Analyst view: This move will probably not reduce usage of BNPL services among
existing users, who will look for familiar brands at checkout, but it may reduce the
number of new users flocking to these services. For now, it does not appear to have
affected the fortunes of Klarna, which recently secured a valuation in excess of
$10bn. Klarna has successfully expanded its business outside Sweden and across
Europe as a whole; it is now looking to make a second attempt to break into the US.
However, we may see other legislators look at similar methods (or even more severe
ones) if consumer debt becomes a more serious issue. The explosion of e-commerce
usage this year as a result of COVID-19 – and the economic hardship that came with
it – have led to a boom for all online payment services, but BNPL is likely to be
particularly attractive to consumers for the same reasons that payday loans were in
the aftermath of the global financial crisis. And like payday loans, should consumer
debt levels trend upwards it is only a matter of time before regulators take an
interest in countries other than Sweden.

Portuguese payment processor SIBS has bought up Wirecard Romania, expanding
its European processing business by purchasing a piece of now-defunct processor
Wirecard’s operations. After the huge fraud scandal that saw Wirecard’s CEO
arrested and the company’s subsequent insolvency, rivals have been picking up
pieces of the business to expand their own operations. Earlier this year, Brazilian
e-commerce firm PagSeguro agreed to buy Wirecard’s Brazilian operations, while
banking-as-a-service provider Railsbank Technology agreed to buy up Wirecard
Card Services, a card processing arm of the wider Wirecard business.

Analyst view: We should expect more piecemeal acquisitions of this type as former
rivals and companies looking for opportunistic expansion opportunities pick the
choicest pieces of the former processing powerhouse.
While Wirecard’s share price has tanked, and its insolvency and fraud issues make
investing in it highly risky (the stock is still considered “toxic” so soon after the
scandal broke) the company still operated a successful processing business behind
the fraudulent accounting.
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The Swedish parliament approved an amendment to the 2010 Swedish Payment
Services Act. This amendment – which is now in force – is targeted at reducing the
prominence of buy now pay later (BNPL) services such as domestic player Klarna
at online checkouts. Options that do not require borrowing on the part of the
consumer must be given precedence in the list of available options. This measure
is designed to reduce debt among Swedish consumers, as a response to concerns
that this type of service specifically is a cause of rising consumer debt.

Defunct Wirecard business continues to
be bought up by rivals in chunks

As a result, while it is unlikely anyone will take on the challenge of digesting the
entire corpse of Wirecard any time soon, we will continue to see chunks being
bitten off and absorbed into other businesses.
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WeChat block in the US will lead to more
fragmentation in global payments

Analyst view: In the midst of the wider trading conflict between the US and China,
one particularly sensitive issue has been that of Chinese apps operating within the
US. The current administration have claimed the apps pose a number of risks,
including transaction safety with respect to payment transactions made using
WeChat. On a wider scale, as digital payments become more and more mainstream
and consumers use them both at home as well as across borders, there needs to be
a minimum uniform safety standard for payments. This subject will be politicized,
but the long-term effects of these measures will see successful global payment
companies relying on government approval and being subject to various geopolitical
deals. Therefore, arguably the safer expansion strategy will be to focus on different
internal markets. Yet this creates a lack of global interoperability that makes the
international card schemes the best cross-border option by default.

Klarna has surpassed $10bn in value after a successful funding round of $650m. It is
now the most valued private European fintech and the fourth-highest globally. The
funding round comes amid an aggressive international expansion whereby the
company is burning through cash in an attempt to penetrate as many markets as it
can. Earlier this year, for example, Klarna acquired Italian BNPL firm Moneymour
and launched a savings account for German consumers via online deposit market
Raisin. The new funding round will reportedly help the company try to break into
the lucrative but difficult US market.
Analyst view: BNPL is a very interesting byproduct of digitized finance. As open
banking has opened the floodgates for APIs and allowed consumers to do more with
their money via a plethora of new fintechs, buying products and services is becoming
less of a one-time financial strain. Although the concept (i.e. paying in tranches over a
longer period of time) is not that innovative, the ease of use of Klarna’s platform and
the increasing popularity of smaller-scale digital markets have helped drive the
company’s success.
BNPL is still at a very early stage and there is a lot more room to grow. The concept
will garner more interest in Europe, North America, and Asia going forward.
Consumers are still not that used to the idea of basically paying a credit tranche for
smaller purchases, but the demographic that will push this concept forward will be
more tech-savvy Generation Z and especially millennial consumers who are already
well into their early professional life. As these platforms grow and reach more
consumers, the main losers will be credit card issuers – unless they adopt
competitive models.
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Tencent-owned WeChat and TikTok have had their transaction functionality
prohibited in the US starting on September 20 as per the Department of
Commerce’s instructions. While WeChat is effectively banned in the US, TikTok will
still be able to operate until at least November 2020 as the White House ponders
allowing a deal between Oracle and ByteDance, the app’s owner. The US argues
TikTok and WeChat "each collects vast swathes of data from users, including
network activity, location data, and browsing and search histories. Each is an
active participant in China’s civil-military fusion and is subject to mandatory
cooperation with the intelligence services of the CCP. This combination results in
the use of WeChat and TikTok creating unacceptable risks to our national
security."

Klarna’s record valuation spells long-term
woe for the credit card market
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Apple is fighting an uphill battle to keep its
“walled garden” with respect to payments

Analyst view: While Apple may have won a battle with the Australian regulator, the
war between closed and open platforms is far from over. Open banking has been
riddled with concerns regarding security of funds as more and more fintech startups
have access to bank APIs and payments infrastructure. Yet with more time passing
since 2018, when open banking entered into effect in the UK and the EU, a security
disaster on a large scale has not yet happened. A lot of fintechs – ranging from
challenger banks and savings apps to BNPL and insurtech providers – have successfully
launched and become core financial apps to millions of consumers.
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The EU is pondering whether or not to force Apple to open up its NFC functionality in
order to allow rival payment providers access. As of right now, Apple Pay is the only
mobile payment service that is allowed to access the “tap and go” NFC technology in
iOS devices. The European Commission opened up an antitrust investigation into the
matter and is looking at creating new legislation for such situations (while not
mentioning Apple by name, the move clearly has the tech giant in its crosshairs). This
comes after Apple won a long battle with Australian banks over access to its NFC
functionality, arguing security concerns.

Apple is on the wrong side of history by keeping its operating system and payment
infrastructure closed and not giving access to third-party options. Eventually, its
consumers will start missing out on better deals and promotions available to other
platforms. Whether or not the EU will successfully force Apple to open up its NFC
functionality for European customers does not change the fact that at some point, at
least for payments, Apple will have to face the reality of a more decentralized and
third-party reliant landscape for personal finance.
9

Insurance

Insurance Contents
Lemonade continues European expansion into France

12

Munich Re pulls pandemic cover

12

The FCA’s dual-pricing proposal will have lasting impact on
insurance industry

13

Employee safety amid COVID-19 will change commercial insurance
requirements

13

UK SMEs win court fight for COVID-19 payouts

14

Larger SMEs recognize cyber risk has risen since COVID-19
pandemic

14

Ford bets on usage-based policies with auto insurance changes on
the horizon

15

Insurance lines will need to adapt as remote working is set to stay

15

Over a third of UK SMEs are interested in purchasing pandemic
cover

16

UK SMEs are more concerned about COVID-19 than Brexit

17

11

Insurance

Lemonade continues European
expansion into France

Analyst view: Lemonade will continue its European expansion into France, a country
where home insurance is a legal requirement for renters and mortgagors, making it
one of the most developed home insurance markets globally. Findings from
GlobalData’s 2020 Banking and Payments Survey show that 49.8% of US consumers
and 68.2% of German consumers have home insurance, compared to 85.0% of French
consumers. Lemonade will therefore have to capture more business from incumbent
players in the French insurance market and will have less opportunity to market its
insurance products to first-time buyers.
However, its digital and automated approach to the purchasing and claims processes
will make the provider attractive among younger, digital-savvy customers and threaten
to capture market share from existing, more traditional incumbents. And Lemonade
will be aware of how to navigate any challenges given that the home insurance
penetration rate in the Netherlands is similar to that of France. Therefore, there is no
reason why the insurtech cannot prove successful in its latest expansion. It should
continue to disrupt the industry and challenge more established providers.

The spread of COVID-19 has forced Munich Re to announce that it will stop selling
insurance coverage for pandemics to businesses after taking a reported $1.8bn hit
in 2020 so far. According to Bloomberg reports, the company is weighing up
whether to include pandemic protection coverage in future property and casualty
insurance policies.
Analyst view: The scale of the COVID-19 pandemic is unprecedented in terms of
the cost of claims faced by the global insurance industry. Many insurers have
experienced claims from multiple different lines of business. Given that the
pandemic appears to be far from over, and in some countries a second wave is
beginning, the costs linked to the pandemic should be expected to continue to rise.
The challenges faced by reinsurers during the pandemic are arguably greater than
those faced by others in the industry. Not only have they faced claims directly
linked to the pandemic but they have also been hit indirectly through the increased
volatility of financial markets. This indirect effect has increased the financial strain
on their vast capital reserves, which inevitably will see businesses assess their
levels of exposure to certain product lines.
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Lemonade, one of the world’s best-funded insurtechs, is expanding into France by
the end of 2020. Launched in the US, Lemonade announced plans to expand into
Europe at the end of 2018, with the company launching its products in Germany in
2019 and the Netherlands earlier in 2020. Lemonade provides digital home, renters,
and pet insurance and is well known for its speedy claims process, customer service,
and charitable donations through its Giveback scheme.

Munich Re pulls pandemic cover

Going forward, more providers will likely evaluate their exposure to pandemic
coverage, with the cost of claims continuing to rise. As the pandemic continues we
should expect to see further pauses on the sale of cover. On the other hand, we
may see some providers that have so far had limited exposure to COVID-19-related
losses enter the market, as demand for such policies will inevitably be higher than
before.
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The FCA’s dual-pricing proposal will have
lasting impact on insurance industry

Analyst view: An end to dual-pricing will be well received by existing home and
motor insurance customers and will force insurers to focus on their products and
services more than price. Currently, 30% of motor insurance customers switch at
renewal (28% for home insurance); of those who switch, 86% did so because a
better price was offered elsewhere (82% for home). Only 18% switched their motor
policy to receive a better level of cover and 4% switched due to poor customer
service. When this new regulation comes into play, the price differential between
starting a new policy and keeping an existing one will be greatly reduced (customers
can still get better deals by switching policies or providers, but to a lesser extent),
meaning insurance providers will need to differentiate themselves based on their
service, not price. However, one effect of the end to dual pricing will be the likely
increase in the cost of new policies, since insurers need to generate the same
income over the policy life without price increases. This could lead to a drop in
insurance penetration and customers choosing to be underinsured in an effort to
reduce their insurance expenses.

As per GlobalData survey data, 62.8% of SMEs in the UK are either slightly, very, or
extremely concerned about their staff contracting coronavirus as the pandemic
continues to disrupt businesses across the country. The split by size shows that
larger SMEs are slightly more likely to be extremely concerned or very concerned
about their employees. This concern will lead to significant changes in how SMEs in
the UK operate. While commercial insurers are set to lose out, household insurers
could capitalize.
Analyst view: The scale of concern surrounding employees’ wellbeing across all SME
sizes in the UK suggests that the trend of working from home will continue at least
until it is completely safe to return to the office. GlobalData’s 2020 UK SME
Insurance Survey found that 16% of SMEs had reported significantly increased levels
of working from home, which has clearly been seen as the main way to help
employees avoid getting the virus. This high level of concern is therefore likely to see
employees continue working from home for the foreseeable future.
This suggests a bleak outlook for commercial property insurers, who rely on
companies taking up large office spaces. With working from home likely to last until
a vaccine, and even beyond now employees have become used to it, renewals and
new business is likely to drop off.
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The Financial Conduct Authority (FCA) published its final report based off its
market study of general insurance pricing practices in the UK. Accompanying the
report, the FCA proposed that when a customer renews their existing home or
motor insurance policy, they pay no more than they would if they were a new
customer purchasing that policy through the same channel. For instance, an
existing customer who purchased their motor insurance policy online would pay
the same as a new customer purchasing online. This would put an end to the
loyalty discount, whereby existing customers see their premiums increase year on
year. These changes are expected to come into force in 2021.

Employee safety amid COVID-19 will
change commercial insurance requirements

However, this level of concern may be encouraging for employee benefit and health
insurance providers. Similarly, household insurers may have an opportunity to
upgrade standard cover to include homeworking aspects. This could include
upselling cover for equipment such as laptops and screens.
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UK SMEs win court fight for COVID-19
payouts

Analyst view: Providing cover for pandemics is not customary, but more
comprehensive business interruption policies do provide cover for non-standard
causes. These may include notifiable diseases like COVID-19 and/or denial-of-access
clauses as imposed by a public authority, as was the case when the national
lockdown was enforced.
SMEs will have found relief in the High Court ruling, yet their initial victory could still
be overruled. Insurers could appeal the verdict, in which case businesses will need
to wait longer to receive a hypothetical payout. Regardless of what happens next,
this will have negative connotations for the insurance industry. If businesses receive
COVID-19 payouts, they will lose trust in insurers, owing to the great length taken to
receive compensation. However, should any appeal overrule the initial verdict and
insurers win, businesses will be left feeling wronged.
Compensation could be a lifesaver for many firms that have been impacted by the
lockdown. The ruling highlights the need for clear policy wording that can provide
greater certainty to policyholders and will set a precedent for similar events in the
future.

Insurers looking to target businesses with cyber insurance following a rise in
attempted attacks during lockdown should focus on larger SMEs, according to
GlobalData’s 2020 UK SME Insurance Survey. GlobalData’s survey data shows that
although only 8.5% of total SMEs said the likelihood of them purchasing cyber
insurance has increased or significantly increased, the number is 33.0% for mediumsized enterprises. This means a third of medium-sized businesses are a perfect
target for insurers and brokers to sell or upsell cyber insurance to at the moment.
The vast majority of sole traders (88%) said their likelihood of purchasing cyber
cover has neither increased nor decreased, meaning they should not be a serious
consideration for cyber insurers.

Analyst view: A significant number of SMEs of all sizes did indicate that their outlook
on whether they are now more or less likely to purchase cyber insurance has changed
since the pandemic. However, even a small rise in likelihood presents opportunities to
insurers, and this has been the case. Nearly a third of medium-sized businesses being
more likely to purchase cyber insurance as a result of the pandemic is a sizable
number and an opportunity for insurers, who have often struggled to sell cyber
insurance to SMEs

Financial Services Briefing: September 2020

As UK SMEs were forced to close their businesses during the national lockdown
and turned to their provider to make claims on their losses, many insurers refused
liability. Yet the wording in some business interruption policies suggested that
cover for pandemics was included – or at least they did not rule this out with
certainty – prompting the FCA to launch a test case in the courts. On September
15, 2020, the High Court viewed favorably the arguments advanced by the FCA
with regards to the lack of clarity of some business interruption policies impacting
around 370,000 firms.

Larger SMEs recognize cyber risk has risen
since COVID-19 pandemic

The increase in interest has been driven by fraudsters looking to capitalize on
employees working from home, with phishing scams in particular on the rise. Our
survey illustrates that this is something a significant number of SMEs have picked up
on, and enough of them are more likely to purchase cover as a result – which should
encourage insurers
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Ford bets on usage-based policies with
auto insurance changes on the horizon

Analyst view: Governments around the world temporarily imposed city lockdowns,
wiping off car mileage. This has brought motor insurance into the spotlight as
policyholders have paid for a service but have been unable to use their cars.
Meanwhile, UBI policyholders have only paid for the miles they have driven. As such,
COVID-19 has strengthened the case for UBI policies, which are far less common
than traditional plans. An advantage of UBI policies – or pay-as-you-go policies – is
that cover is based on real-time driver data, rather than having to pay annual
premiums based on car mileage estimates as with more conventional plans.
Earlier in 2020, COVID-19 lockdowns prompted insurers around the world to return
rebates to customers as motor insurance claims drastically fell. In the US, insurers
typically offered customers 15% refunds on two months of their premiums. Yet
many customers felt this amount was insufficient.
It is likely that COVID-19 will continue to shape drivers’ habits as a substantial
proportion of individuals continue working from home, no longer drive to work, and
just use their cars for leisure. As restrictions continue, UBI policies will be more
appealing to drivers than ever before. As demand increases, and more technology is
incorporated into vehicles, UBI will also captivate the interest of more automakers.

Findings from GlobalData’s 2020 UK SME Insurance Survey reveal that 41% of UK
SMEs have reported increased levels of remote working since the beginning of the
COVID-19 pandemic. Two thirds of these SMEs expect remote working to remain
higher than it was before even after coronavirus.
Analyst view: The survey findings highlight that both large corporations such as
Fujitsu, Google, and Twitter as well as a substantial proportion of SMEs will
continue with remote working arrangements after the coronavirus pandemic has
ended. SMEs account for 99% of UK businesses and 52.9% of employees according
to government data, so changes to this group of businesses will have a meaningful
impact on the wider commercial insurance market.
With more remote working, a number of insurance lines will be impacted.
Commercial property premiums will see a drop off, as businesses downsize their
office space. Other businesses that depend on a thriving office environment, like
coffee and sandwich shops, will also be affected. Pret a Manger has announced
plans to close 30 locations, for example. Meanwhile, the claims landscape will also
be affected. Employees without proper workstations at home are at increased risk
of musculoskeletal injuries and strains, generating more liability claims.
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Ford’s recent tie-up with insurtech Metromile will enable it to offer usage-based
insurance (UBI) to its US customers in eight states. New Ford vehicles have been
incorporated with an odometer that, once enabled, will connect directly to
Metromile’s software, allowing the insurer to track miles driven and charge
accordingly. Metromile estimates that Ford owners can save $741 a year on
average by signing up for its pay-per-mile insurance.

Insurance lines will need to adapt as
remote working is set to stay

Other insurance lines will see more opportunity, however. Businesses will expand
their delivery network to cater for the home office environment, and home insurers
could see increased premiums for a select group of homeworkers.
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Over a third of UK SMEs are interested
in purchasing pandemic cover

Would you consider purchasing cover that protects against losses incurred during a pandemic?
Yes

No
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Findings from GlobalData’s 2020 UK SME Insurance Survey indicate that
38.4% of SMEs would be interested in purchasing insurance that protects
them from losses incurred during pandemics. There is clearly a potential
market for such policies, but further research indicates that the
premiums SMEs are willing to pay vary considerably. The charts opposite
indicate the interest in purchasing an insurance product that protects
against losses incurred during a pandemic among UK SMEs by business
size, as well as the extent to which their operations were impacted by the
lockdown measures. The highest level of interest for such a product
comes from medium-sized enterprises, with over 75% of those that had
to cease operations fully during lockdown interested in purchasing cover.
These SMEs would also be willing to pay the highest premium at up to
£5,031 on average.
Analyst view: There is clearly a considerable level of interest among UK
SMEs in pandemic insurance. Understandably this increases with the extent
to which they were forced to alter their operations, but could be a
potential new market to develop for insurers facing a downturn in other
commercial lines. However, despite the interest many insurers will be
reluctant to offer such cover at present because of the uncertainty
surrounding the future of the COVID-19 pandemic, combined with the
increased cost of claims many have experienced already. Exposing
themselves to new risk would be a dangerous situation.
Note: £ values indicate the average annual premium SMEs would be willing to pay.
Source: GlobalData’s 2020 UK SME Insurance Survey
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UK SMEs are more concerned about
COVID-19 than Brexit

Analyst view: It is no surprise that the pandemic overshadows Brexit. Many SMEs have
already incurred financial losses as a result of the COVID-19 outbreak. They have
needed to embrace new ways of working such as remote working.
To support home working, businesses have been forced to rely more heavily on
technology, leaving them more exposed to cyber risks. The pandemic opens a window
of opportunity to insurers as the need for cyber insurance mounts among SMEs.
Business interruption policies that provide cover for notifiable diseases are attracting a
lot of interest but offering such coverage can be risky for insurers. Some insurers have
avoided liability, indicating that these policies were never intended to provide cover
for lost income due to pandemics. There is scope for clearer policy wordings and
better designed policies to be more prepared in the advent of future catastrophic
events, if not future waves of COVID-19. Partnerships with governments or the
formation of a scheme similar to Pool Re could allow insurers to share their risk and
create products that offer better protection to SMEs.

.
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GlobalData’s 2020 UK SME Insurance Survey indicates that SMEs are far more
concerned about loss of business due to COVID-19 than the risks associated with
Brexit. The majority of UK SMEs (73.9%) are concerned to some extent by the
prospects of loss of business due to the pandemic, as per survey data. Moreover,
half of all SMEs are either very concerned or extremely concerned by this.
Meanwhile, 41.9% of SMEs stated that they were concerned about Brexit.

Source: GlobalData’s 2020 UK SME Insurance Survey
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Allium acquisition puts Tandem on
course to be UK’s first green digital bank
As part of the £60m fundraising deal that was finalized at the end of August, Tandem
has announced the acquisition of the Allium Lending Group, a point of sale (POS)
lending platform provider that for the last six years has been providing finance to
help customers make their homes more energy-efficient and environmentally
friendly.

Starling Bank is nearing the launch of its dedicated children’s debit
card, Starling Kite, to compete with the likes of GoHenry and Osper. For its kid’s
card Kite, Starling will be charging £2 per month for the debit card, which can be
monitored via parents’/ guardians’ Starling account.

Analyst view: As banks continue to navigate COVID-19, many have started
questioning how to ensure future growth. The answer for many providers has been
children’s banking, with Hong Leong Bank, Principality Building Society, Revolut,
Venmo, and now Starling Bank offering new banking products for children. Unlike
propositions in the past, these accounts are predominantly aimed at 10–15 year olds,
an age group that both incumbent and challenger banks have been less eager to
engage with.
Analysis from GlobalData’s Forming an Early Connection: Insight into Children’s
Banking report has shown that most incumbent banks place emphasis on
propositions designed for children aged 10 or under in the hope of retaining that
customer for life. Challenger banks, meanwhile, have sought to offer engaging
accounts mainly to 16–17 year olds as a cost-effective way of attracting younger
people – their natural base. The result has been a market relatively devoid of
products for young teenagers, making them a good fit for providers that can offer an
engaging age-appropriate experience.
Unlike incumbents, challengers already have a brand with youth appeal, accounts
with a large variety of personal financial management tools, and an experience
designed to engage the user. Once Starling has attracted teenagers as primary
account holders, they are unlikely to be lured away by a traditional bank’s proposition
later in life. Starling’s Kite account, which currently offers under 15s a debit card for
£2 a month, is likely to deliver an extra advantage of being able to interact with
parents and guardians more frequently due to them being required to open the
child's account, which presents the opportunity to form deeper relationships with
more affluent customers.
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Analyst view: The acquisition of Allium will allow Tandem to integrate new niche
offerings into its own platform and enhance its in-house lending suite, which until now
has only offered a credit card. The reduction in revenue via interchange income during
the COVID-19 lockdown has impacted the likes of Tandem significantly, and the
expansion of its product range is a sign that revenue streams will be more diversified
going forward.
Similarly, the prospect of revenue via interest spreads from loan origination will also
allow Tandem to better compete with the likes of Starling, Monzo, and Atom. Long
term, Tandem’s strategy in targeting the ethically minded may pay off. GlobalData’s
2020 Financial Services Consumer Survey shows that 4% of UK respondents aged 18–34
years old find that the most important attribute in a financial services provider is its
reputation for supporting ethical or environmental causes. This is considered more
important than factors such as convenience and transparency.
The timing of this acquisition is somewhat undermined by the government’s
announced plans for a new Green Homes Grant, which aims to stimulate and upgrade
the economy post-COVID-19 and will significantly subsidize popular improvements such
as installing double glazing and insulation. However, long term the scope of products
offered by Tandem is far greater than what the government is willing to include under
its scheme, and as such interest in its offerings will likely increase.

Starling moves into teen banking, where
incumbents are most vulnerable
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Ally partners with Mastercard's Vyze to
enter retail POS lending

Starling follows Monzo with new fee
structure for British and European accounts
Monzo announced plans to introduce a 3% charge for ATM withdrawals amounting
to over £250 per month and a £5 fee for replacing lost cards. Starling has followed
suit with a £5 fee for replacing lost cards and a monthly £2 charge for new children's
cards. The Connected card for vulnerable users will also have a £2 monthly fee, but
will not affect existing users. Current account users that open an additional pound
sterling account will also incur the £2 per month charge.

Analyst view: In 2019, Ally abandoned its credit card model and focused on expanding
into the POS lending space by purchasing Health Credit Services, a financial services
provider that offers unsecured loans for medical costs. Post-acquisition the strategy for
Ally has been to apply the POS lending model to other retail sectors due to the high
levels of growth this method of payment is experiencing.

Analyst view: Following the publication of Monzo’s 2019–20 annual report – which
showed losses twice as large as the previous year and cast significant doubt upon the
group’s ability to continue as a going concern – Monzo announced measures to cut
costs and boost revenues. Monzo will introduce charges for customers who do not
use its service for everyday banking but make cash withdrawals of more than £250 a
month. From October 31, the bank will charge customers who take out more than
£250 per month a fee of 3% and add a £5 fee for replacement cards. The measures
aim to encourage customers to make their Monzo accounts their primary bank
account. This move is part of a wider strategy to decrease reliance on interchange
income, which has been partially responsible for the fall in revenue experienced by
banking providers during periods of lockdown this year.
Starling Bank, which has performed far better than most during the pandemic due to
its more diversified revenue streams, has announced similar changes to its fee
structure but has gone further in some instances. This suggests a subscription model
may become the new norm in banking. While the changes are unlikely to affect 80%
of customers, the notion of fee-based services appear unpopular with customers. A
Which? Money poll showed that over 90% of respondents would not pay to keep
their accounts open. While these new fees have been introduced to weather the
storm challenger banks are facing due to the current economic climate, it is unlikely
such actions will endear customers to their offerings – especially when incumbent
banks have not introduced such measures.

Ally and Mastercard expect younger customers in particular to prefer the fixed monthly
installments POS lending offers. Meanwhile, on average merchants that offer POS
financing see a 32% increase in sales and a 75% increase in order value.
Through its partnership with Vyze, Ally Lending provides merchants with a way to give
their customers choice, assurance, and simplicity, ultimately resulting in more sales
during an economic climate that has been devastated by COVID-19. On the Vyze
platform, Ally Lending will offer a comprehensive installment lending solution with a
range of consumer payment options, giving shoppers the purchasing power they need
for large- and small-ticket goods and services. As household finances take a major hit
due to lockdown measures and consumer sentiment enters recession-like territory, such
methods to entice spending and develop consumer confidence are increasingly likely to
be adopted en masse.
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Ally Lending, the personal lending arm of Ally Bank, announced its partnership with
Vyze, Mastercard's leading POS lending platform for retailers. Ally will offer installment
loans on retail purchases between $500 and $40,000 with interest rates ranging from
9.99% to 26.99%, as well as monthly fixed-rate installment loans that will range from
six to 60 months.
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CaixaBank and Bankia merger to create goliath bank in Spain
Total divisional assets

CaixaBank and Bankia have confirmed talks of a potential merger. Any deal would have significant
implications for the banking sector in Spain and could trigger a new wave of consolidation in financial
services, partly due to the disruption caused to small- and medium-sized providers by COVID-19
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Digital engagement in Spain
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Analyst view: While the merger in question will still see the likes of BBVA and Santander hold more assets
under management and operate internationally, domestically the merger would significantly widen the gap
between the three largest competitors and make the post-merger entity the largest lender by market share
in personal loans and retail deposits.
For CaixaBank, which will preserve its brand and is the larger party to the merger, the opportunity to gain
access to Bankia’s customer base seems the most obvious synergy of the deal. GlobalData’s 2020 Financial
Services Consumer Survey shows that Bankia’s customers are more digitally engaged than the average
Spanish customer, and it would appear this level of digital sophistication complements CaixaBank’s existing
customer base. With regards to demographics, the customers of both banks appear very similar in terms of
age and income structure, although Bankia has a slightly older and more affluent customer base that could
serve to increase bank revenues in an economy where youth unemployment has traditionally been high.
The recent performance of Bankia makes merging with CaixaBank a prudent move given the relatively high
cost/income ratio it has had over the last decade in the face of flatlined growth. While CaixaBank has a
higher cost/income ratio than Bankia relative to its total divisional assets and growth over the last decade,
it is in a stronger position than Bankia, which has not shown meaningful signs of growth following its
creation in 2010 from the ashes of several regional banks that were nationalized to avoid collapse.
And while the boards of CaixaBank and Bankia have approved the merger, the deal still requires
shareholder sign-off before completion, which is expected to take place in November 2020. The prospect of
anti-trust legislation in the EU halting the deal is limited given the similar market shares of both Lloyds and
Credit Agricole. However, it may be the case that difficulties in forecasting banks’ asset quality due to
uncertainty caused by coronavirus lead to a delay in the completion timeline.
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9%

Digital holdouts

Note: Number of respondents n=1,000
Source: GlobalData's 2020 Financial Services Consumer Survey
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T-Mobile Banking Services winds down in Poland
T-Mobile Poland and Alior Bank have announced the conclusion of their joint venture that began in December 2013. Customers of T-Mobile Banking Services in Poland will have
their accounts automatically transferred to become full account holders at Alior Bank and will gain access to their respective branches and digital platforms.

Traditional banks and building societies
Digital-only banks (banks with no branches)
Digital wallet/mobile payment apps
Big tech companies (Amazon, Google etc.)
New digital financial services providers (not
banks)
Digital investment platforms
Financial intermediaries (brokers etc.)
Telecommunication companies
Retailers/supermarkets

NonCurrency
Investments mortgage
exchange
credit
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While the partnering of the two firms had seemed ideal due to the
infrastructure capabilities of Alior and the sizable user base of T-Mobile, the
actual offering proved somewhat unpopular with Polish customers. Initially,
the T-Mobile-branded offering was expected to attract 2 million customers
within five years and ahead of a new five-year agreement. However, T-Mobile
Banking Services only acquired 226,000 customers in year one and less than
60,000 in year two. As such, it became quite clear early on that the targets set
could not be achieved for T-Mobile, resulting in the venture’s cancellation.
The dissolution of the venture shows the difficulty even established firms face
trying to enter a market defined by long-term relationships and reputations
and now saturated by fintechs and digital banks.
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Analyst view: In late 2013 T-Mobile Poland and Alior Bank signed an
agreement to begin a joint venture that would allow T-Mobile to offer banking
services under its brand to customers in Poland – with the necessary back-end
operations, infrastructure, and licensing delivered by Alior Bank. At the time,
such partnerships between telecommunication and banking providers were
commonplace due to the relatively light levels of regulation in countries such
as Poland, as well as the impetus to increase competition in the respective
industries, which typically have high barriers to entry and had not benefited
from the types of disruption seen in other industries. Despite being heralded
as a successful example of a non-traditional player entering the market for
financial services, it appears that the joint venture was more of a flash in the
pan than a breakthrough success story, as the collaboration was formally
concluded at the start of September 2020. Existing T-Mobile customers will be
automatically transferred to Alior Bank platforms from November 29, 2020.
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Goldman Sachs adds PFM tool to Marcus
app

NAB’s new credit card shows how banks
can fight back against buy now pay later
National Australia Bank (NAB) is offering an alternative to BNPL offerings with
the launch of an interest-free credit card. The NAB StraightUp Card offers
customers cards with credit limits up to a maximum of $3,000 for a fixed monthly
fee between $10 and $20. Customers do not pay any fees if the card is not used.

Analyst view: Marcus Insights will offer customers a comprehensive view of their
finances in a single dashboard, which with the aid of smart tools and trackers will give
customers a clearer understanding and management of their finances. Users will be
able to link external accounts from thousands of lenders and see their checking,
savings, loans, retirement, and investment accounts from a single platform.
Apple cards, developed by Goldman Sachs and technology giant Apple, will not be
able to be linked to Marcus Insights due of the restrictive data-sharing arrangements
between the two firms. Users will be able to analyze their spending in pre-set
categories such as travel, shopping, and dining, as well as receive instant insight into
their spending and saving patterns as well as investment performance.
Launched in 2016, Marcus recently unveiled a mobile app. As of January 2020 it had
$60bn in customer deposits and $5bn in loans. The Marcus platform plans to add a
digital checking account and investing services from 2021. The addition of PFM tools
offered by the consumer lending division of Goldman Sachs follows the acquisition of
PFM fintech Clarity Money in 2018, which attracted over half a million customers
within seven months of its launch. A factor that has contributed to the current success
of Marcus is the 1 million users inherited from Clarity Money, which was the 16th
fintech acquisition made by Goldman Sachs over 2015–18.

Analyst view: In the last few years, BNPL has become an increasingly popular way
for consumers to access low-cost credit, particularly across Australia. The
country’s BNPL market alone witnessed 237% growth in 2018–19, reaching 4.7
million users. It is seen as a source of significant competition to personal loan and
credit card providers nationwide. The benefits of BNPL over credit cards at first
appear clear. When used correctly, BNPL often doesn’t cost customers a single
penny more, allowing users to be far more flexible about when and how much
they spend.
Yet the costs of BNPL for consumers do exist, although they are somewhat
hidden. They often manifest as consumers become overextended on credit while
continuing to make their BNPL repayments to avoid late fees. The result has been
a large segment of customers with high consumer credit debt and a new lack of
confidence in BNPL.
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Goldman Sachs has added a personal financial management (PFM) tool to Marcus,
its online retail banking service. The new tool is currently available via the iOS app,
with the Android equivalent to follow shortly. However, Apple cards – developed by
Goldman Sachs and Apple – will not be available for analysis in Marcus Insights.

This presents a prime opportunity for incumbent banks to offer a product that
can both help these customers manage their debts as well as provide an
alternative to BNPL more generally. The idea is not just limited to NAB, with
Commonwealth Bank of Australia expected to launch its own 0% interest card
later this year.
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Jiko Group offers spendable treasury bill
deposits

Klarna update brings the provider into the
entire consumer shopping experience
Following the shift from in-store shopping to online purchases, Klarna has updated
its app from being primarily an end-of-sale payments tool to one where the
consumer begins and ends their shopping journey. Customers now start by
selecting their preferences such as their favourite brands and preferred product
categories, allowing Klarna to offer customers personalized recommendations.

Analyst view: Although buying and holding treasury bills directly is nothing new, in
the past consumers have typically faced multiple issues that Jiko is now attempting to
resolve. This includes a lack of liquidity (as selling bills is a complicated and timeconsuming affair for retail customers), as well as often having to sell a minimum of
$500 at a time. Jiko plans to use fractional ownership to help lower that minimum
amount so it can be used for day-to-day spending, although the bank hasn’t said how
low this figure will be. As this product is likely to offer a higher rate than conventional
instant access accounts, it is likely to prove popular in attracting customers – and
could one day become a major way that consumers save.
The bank may even consider experimenting with higher-rate, higher-risk spendable
corporate bonds or equities. But unlike cash deposits, customers will be subject to
fluctuations in financial markets, meaning a fall in interest rates could leave savers
considerably poorer. Additionally, the concept is unlikely to take on a fixed-term
savings format unless a complementary lending program was set up. Currently
customers can use Jiko for purchases via a dual account system, whereby the
customer holds one account with Jiko Bank and another with Jiko Securities, meaning
customers’ money can be credited instantly. As the customer receives the full interest
of the bill, Jiko will charge a fixed monthly subscription to use the service.

Analyst view: In many ways, the update is a big improvement on Klarna’s previous
proposition, as well as competition for rivals such as Afterpay. Klarna has focused on
creating a competitive advantage through higher consumer engagement via
innovative tools that make the overall shopping experience more engaging and easy
to use. Unlike Afterpay’s platform, which requires ID to be manually inputted, Klarna
uses the customer’s mobile phone number as a form of identification.
However, the shopping experience on Klarna could still be improved. Unlike Amazon,
items still have to be bought from the individual company’s website, meaning users
wanting to buy from different brands have to go through the full checkout experience
every time, including logging in. Additionally, items that appear on the Klarna app
sometimes have a different price or are even found to be unavailable when
transferring out of the Klarna app to the retailer’s website.
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US fintech Jiko is trialing a new form of bank deposits, having recently purchased a
mid-sized bank for its license and infrastructure. Rather than offer an inverted
sliding scale of liquidity versus return, customers will be able to buy US treasury
bills via Jiko Bank. Customers can then hold them as an investment alternative to
savings or, for the first time, they will be able to spend them via a dedicated debit
card as though they held cash.

Despite these drawbacks, the new tools added to the app – including a wish list, price
drop notifications, and the ability to review upcoming payments, view purchase and
spending history, set a budget, and personalize profiles –are likely to help Klarna gain
traction with customers.
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Standard Chartered introduces Amazon
installment payment program in the UAE
Standard Chartered Bank and Amazon’s UAE website have announced the launch of a new installment
payment plan. This will allow Standard Chartered credit card holders who shop on Amazon.ae to seamlessly
convert their purchases into monthly installments across up to 12 months, without the need to call the bank
or fill in any forms to take advantage of the service.
Financial Services Briefing: September 2020

Analyst view: Conducted via Amazon subsidiary Payfort, the BNPL program allows Standard Chartered credit
card holders shopping on Amazon.ae to seamlessly convert their purchases into monthly installments. The
new payment option has been integrated into the online shopping experience at checkout, meaning
customers can make use of the new option without needing to leave the Amazon.ae site.
Installment plans have long given customers greater flexibility and control of their finances by allowing them
to better manage their cash flow. During the current global economic downturn caused by the COVID-19
pandemic, offering greater flexibility and control to consumers will be a key tool needed to encourage the
restart of economic activity and boost consumer confidence.
More broadly, the introduction of such payment plans threatens the general health of the credit card market.
For example, in Australia this shift is already underway. BNPL firms in the country have experienced a surge in
popularity in recent years, with customers moving away from using credit cards. In addition, since the COVID19 lockdown Australians have been paying down existing balances at an accelerated rate. For decades the UAE
and the wider region have specialized in offering Islamic finance products that manage to avoid explicit
notions of interest and uncertainty. As such, BNPL services that offer fixed-fee options have a clear inroad into
the UAE customer base, which will resonate more fondly with products that adhere to religious and cultural
norms.
The partnership between Standard Chartered and Amazon also showcases the potential upside for financial
services providers when partnering with technology firms. The main advantage is access to millions of
customers all over the world and the infrastructure to meet their needs, as well as a greater ability to
ascertain how to offer better tailored services on a demographic and individual level.
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Chinese mainland wealth and asset
management operations open up

Analyst view: All major international wealth management brands will be
establishing significant local operations in the coming years. Many leading brands
have already started building their presence on the mainland as they are allowed
to fully control local subsidiaries and joint ventures. JPMorgan, BlackRock,
Goldman Sachs, and Credit Suisse have all established majority control over
Chinese joint ventures or are increasing local operations as a result of recent
liberalization.
The ability to have majority stakes in local joint ventures has been a crucial
change shifting the calculus between serving the world’s second-largest wealth
market from offshore centers such as Hong Kong and Singapore to local
management from mainland financial centers such as Shanghai. GlobalData’s
Wealth Markets Analytics tool has China’s $18tn market as one of the few to grow
in 2020, increasing the importance of mainland wealth to any wealth manager
looking to increase AUM.

Major French banking group Societe Generale is seeking $1bn for Lyxor. Citigroup
will reportedly manage the sale of the unit, which managed €132bn ($156bn) in
assets – half of which are in exchange-traded funds (ETFs) – as of the end of June
2020.
Analyst view: This sale will not directly impact Societe Generale’s private wealth
management offering. While most of the world’s leading wealth managers also
maintain substantial asset management arms, there is no direct link between
success in wealth management and having an internal asset manager. Banks such as
Citi and Julius Baer have been able to break into the top 10 largest private banks in
the world without captive asset managers. Indeed, Societe Generale will remain a
universal bank with substantial investment banking, retail, and business banking
capabilities to offer and leverage as part of its wealth offering.
That the bank was expanding its asset management capabilities only in 2019 with a
merger between Lyxor and Commerzbank’s own asset management arm suggests a
relatively recent rethink in strategy. Asset management arms are relatively selfcontained units with little direct customer interaction, which makes for easy sales
by banks eager to raise capital. Other banks looking to exit non-core activities in the
wake of the COVID-19 crisis without jeopardizing any wider client relationships will
also likely offer in-house asset managers.
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Key international wealth and asset managers have taken majority stakes in
Chinese joint ventures recently as a wave of approvals from earlier in the year
are actioned. China’s capital and wealth management markets have taken a
large step towards opening up to foreign banks and investment managers in
2020 as part of its “mini” trade deal with the US and a longer-term gradual
liberalization program.

Societe Generale aims to sell its asset
management arm Lyxor
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Franklin Templeton and Razer Youth Bank
announce wealth joint venture
US asset management giant Franklin Templeton and Singaporean gaming
hardware powerhouse Razer are to create a digital wealth management platform.
Razer is already leading a consortium to set up a neobank in Singapore, with this
wealth joint venture likely to form the core of its wealth offering.

RBS’s prestigious private bank Coutts announced a new lower-cost fee structure for
clients, centered on a one-off flat fee of £5,000 ($6,436) for financial planning
(regardless of complexity), which it views as the entry service to an ongoing client
relationship.
Analyst view: The clear and transparent flat-rate fee for advice is growing in
popularity among investors when obtaining financial advice. While it may be a loss
leader for advice plans designed for more complex clients, this increases the utility
for the UHNW clients that are Coutts’ target, as a percentage fee would be so much
more costly for them, meaning this move is likely to be effective in terms of
customer acquisition. The bank is positioning its financial planning service as
cheaper than a robo-only advisor; however, this would only be true for clients with
more than £1m, assuming an average management fee of 0.5% on a client’s
portfolio.

Clients who favor the robo-advice channel when arranging investments
Older

Baby Boomer

Gen X

Millennial

While not something we expect to see replicated quickly among the UK’s private
wealth market, it is a trend that Continental Europe is fast embracing.

Gen Z

0.2%
0.9%
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Analyst view: There is great synergy between Razer’s strong brand in gaming and the
neobank/robo-advisor user base across Asia Pacific. The size and breadth of Franklin
Templeton’s funds mean it should be able to furnish the developing Razer Youth Bank
with a wide range of investment options for a prospective robo-advice offering. The
target markets are youths and millennials in Singapore, Malaysia, Philippines, and
Vietnam, where synergies exist between robo-advisor usage and Razer’s user base.

Coutts cuts fees, makes robo-advisor
comparison

Agreement: We are/will lower our fees to compete with robo-services
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The FinCEN leaks are unlikely to change
much but are a PR disaster

Nomura to expand international wealth
management
Japanese investment banking giant Nomura has created a new role – head of
international wealth management – based in Singapore. The Japanese bank, while
active in private wealth management domestically, previously focused on
institutional wealth outside of its home market.

Analyst view: International banking is heading for another public relations disaster
with the release of the FinCEN files by the International Consortium of Investigative
Journalists – the organization that brought previous leaks, such as the Panama
Papers, to the world’s attention. While many leading brands will be having hard
conversations with clients worried about their own data privacy, fundamentally
there will be little challenge to the use of the US to process transactions and as the
world’s leading offshore wealth management center.

Analyst view: The private wealth management opportunity in Asia Pacific is
currently the most attractive of all the regions, able to offer both size and growth
to competitors. Normura had previously not pursued this opportunity as
aggressively as it had other parts of the financial services value chain, despite being
highly active around the region.

HNW clients will not be pleased with the leaks and resulting negative publicity
surrounding key banking partners, particularly as they will be heavily exposed to the
US financial system. The US is the world’s number one safe haven, and it would be
hard to limit exposure in the best of times, and nigh-impossible in times of crisis
like the COVID-19 pandemic. Direct reassurance from relationship managers was
most effective in limiting churn during previous crises, and all banks will need to
make use of this approach following these leaks.

The creation of such a senior role based in Singapore, rather than Japan, highlights
a shift in strategy for the bank and an important step up in competition for the
region’s HNW investors. Normura’s extensive investment banking and global
markets business around the region will give it both a ready pipeline of potential
clients as well as capabilities to leverage in serving the wealth needs of such
clients. This will drive a significant increase in competition in the already crowded
Asia Pacific region and will likely see Normura climb the rankings of international
private banks quite rapidly over the next two to three years as it grows.
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Leaked suspicious activity reports filed with the US Financial Crimes Enforcement
Network (FinCEN) document $2tn of transactions by big bank brands that have
allowed politically exposed clients to move problematic money around the global
financial system.
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Robo-advisor Syfe raises cash to drive expansion
Rising consumer confidence shows first sign of hope for UK consumer
credit lenders

Syfe, a Singaporean robo-advisor, has secured S$25.2m ($18.6m) in series A funding to
expand its product lineup, as well as to improve its software stack and geographic
presence around Asia Pacific.

10

The other key difference this robo-advisor has compared to the many already seeking
traction around Asia Pacific is the role of Valar Ventures as a key investor. Valar is an
active fintech venture capital firm with a history of success. It has backed TransferWise,
Xero, and N26 – all heavyweights in their respective fields.
Finally, the robo-advisor’s offering includes not just ETFs but also real estate investment
trusts, which cater to the regional preference for heavy property exposure in the
investment portfolio.
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Analyst view: While yet another robo-advisor to launch and seek expansion, the Syfe
story is of interest for a handful of reasons. Firstly it is centered in Southeast Asia, an
arena where robo-advisors have struggled and no single brand has come to lead the
market the way Nutmeg has in the UK or Robinhood, Betterment, and Wealthfront
have in the US.

UK Sentiment Values

0

Over the next six months, I believe I will have less disposable income
Now is the time to make a big purchase like a car or home extension

Valar Ventures fintech investments, 2016–20

Visiting the shops less often as I am trying to save

Source: GlobalData’s SmartMoney Analytics
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UBS is putting sustainable investments at
the core of its asset management offering
UBS has become the world’s largest private wealth manager by far to recommend
sustainable investments (instead of traditional strategies that do not screen by
ESG principles) as the default option for its private wealth management arm

Swiss financial regulator Finma has reprimanded Bank SYZ for violating antimoney laundering (AML) rules while having business dealings with a politically
exposed client from Angola.

The continued focus on compliance and reporting of suspicious activity brought
about by the recent FinCEN leaks make any issues regarding politically exposed
clients particularly dangerous for a bank brand. HNW investors are not keen on
being associated with misconduct – and any wealth manager shown to be prone to
such scandal risks their wider client base.

Yes, directly or via a partner
No, but plan to within the next year
No, and no plans to offer it within the next year

71%

2019

59%
0%

20%

21%

12%

40%
60%
Global wealth managers, %

Analyst view: This type of issue is relatively common among private banks serving
clients from frontier markets. Tighter internal compliance controls have been a
steady priority for international wealth managers, with some banks even divesting
units that have proven too politically exposed or at risk of AML violations.

8%

Financial Services Briefing: September 2020

Analyst view: Socially responsible investing (SRI) has quickly become a crucial part
of private wealth managers’ offerings to affluent clients, rapidly moving from a niche
service for motivated investors to a standard part of offerings. We expect more and
more of the leading wealth managers to offer SRI and ESG solutions as standard, as
doing so is increasingly viewed as a hygiene factor.

2020

Finma cites Bank SYZ for AML violations

29%
80%

100%

Source: GlobalData’s 2019–20 Global Wealth Managers Surveys
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