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Cards and Payments

ACI Worldwide creates digitized cash
solution for financial inclusion
ACI Worldwide has partnered with InComm Payments to digitize cash payments
using a barcode payment token. By using ACI’s Speedpay app or InComm’s
VanillaDirect Pay app, customers can go online and process online bills into a
token barcode. They can then print this out and use it to pay bills in cash at
participating retail agents that accept Speedpay or VanillaDirect.

However, there are some limitations that could prevent uptake of this solution.
Firstly, it requires cash payers to have access to one of the 60,000 participating retail
agents that accept barcode token payments, otherwise there is no way for them to
complete the payment. Another issue is that part of the demographic that relies on
cash payments are the elderly. It could be difficult for them to understand the
different processes required to make a payment using the Speedpay app. ACI would
need to provide some form of tutorial explaining how its app works.
Despite these hurdles, the shift towards a cashless society will inevitably
disenfranchise certain individuals. Solutions that aim to address this issue are a step
in the right direction.

Simon Hu, CEO of Ant Group, has resigned for personal reasons. He has been
immediately replaced by chairman Eric Jing. The resignation comes at a time when
the company is going through intense scrutiny from Chinese regulators. In 2020, Ant
Group was supposed to launch its IPO, which was expected to raise it valuation to
$300bn. But the IPO was canceled after regulators flagged that Ant Group was using
its status as a technology company to provide financial services to customers while
circumventing the requirements imposed on the banking sector. In order to continue
to operate as a financial provider, Ant Group has been forced by regulators to
structure its business into a financial holding company.
Analyst view: China finally decided to regulated its fintech sector, imposing new
regulations that will treat fintech organizations the same as banks. This will require
fintechs that provide financial services to meet capital requirements and be more
selective as to the loan applicants they approve. This should prevent the issuance of
large unsecured debts by fintechs.
By June 2020, Ant Group had issued $230bn in loans to its customers without having
to provide much collateral. The loans were provided by banks partnered with Ant
Group, meaning the banks were exposed to the default risk. With these new
regulations, fintech growth will be under the oversight of the government, which
should help prevent the creation of systemic risk in the fintech sector.
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Analyst view: With 8 million people estimated to be heavily reliant on cash
payments in the UK, solutions that include them in the digital payment sector are
crucial. With ACI’s payment system a customer can use cash for services that are
usually only provided online.

Ant Group CEO announces resignation
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New fintech Fintern uses AI to provide
loans

Analyst view: By focusing on the ability of applicants to make loans repayments instead
of credit score, Fintern should be able to approve more applicants than banks usually do,
as some applicants may have enough funds to repay their loans despite having a bad
credit score. With 20,000 applicants already on a waiting list, there is clearly strong
demand from consumers for personal loans – especially among those who have already
been denied by other loan providers. And according to debt charity StepChange, 4.6
million UK household have been negatively impacted by the pandemic and are struggling
to repay their debt.
With pandemic-related uncertainty around both the economy and long-term
employment, lenders have reduced their risk appetite. Currently applicants with a bad
credit score are likely to be rejected, or else approved for loans with a high APR.
According to Moneyfacts, the average APR for an applicant with a bad credit score is
49.80% for £5,000 with a three-year term. Against this backdrop Fintern will be in a
strong position, as it will be charging up to 18.8% APR on its loans.

BNY Mellon invested in the series C financing round of startup Fireblocks. BNY
Mellon plans to use Fireblocks’ technology to serve as custodian services for
digital assets on behalf of institutional investors. The move comes following BNY
Mellon launching a new enterprise unit, the Digital Assets Unit. The bank is
aiming to satisfy growing client demand for digital assets – a trend reflected in
the wider industry.
Analyst view: Firms such as BlackRock and Morgan Stanley have announced they
will introduce cryptocurrency funds due to strong demand from clients. Some
financial institutions are investing in Bitcoin to use it as a hedge against inflation, as
they believe Bitcoin can be a better treasury reserve than fiat currencies.
So far, cryptocurrencies have failed to fulfill their initial purpose, which was to be
an alternative method of payment. Instead banks are using them as investment
assets, aiming to capitalize of volatility in this space before the bubble potentially
bursts. Bitcoin is highly volatile as an asset, so banks investing in the
cryptocurrency will need to increase their capital requirements to cover any
provisional losses. While some Bitcoin investors believe it can be used to hedge
against inflation and market risk, there is no convincing evidence to prove this
theory.
The lack of standardized guidelines at an international level make the situation
more uncertain. Some of Bitcoin’s growth in value can be attributed to the lack of
regulation; there is concern that implementing regulations will bring its value down
or make it difficult to trade. India is set to propose a bill to ban cryptocurrencies. If
implemented this law would have a negative impact on the cryptocurrency market
– and if other countries followed suit it would make the ownership of
cryptocurrencies illegal.
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Having secured Financial Conduct Authority (FCA) authorization, UK-based fintech
Fintern aims to provide low-value consumer loans to a segment of the population that
traditional banks ignore. Unlike banks, it will use AI, open banking, and transparent
affordability testing to determine if loan applicants should receive a loan. The fintech
will focus on the sub-£5,000 lending market, and is aiming to become a viable
alternative to consumers who rely on BNPL and high-cost lenders to support their
lives.

Banks are using cryptocurrencies as
assets, not as currency
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Vietnam mobile payment segment
in dire need of consolidation

Analyst view: In Vietnam, consumers need to hold multiple mobile wallets brands
due to inconsistent merchant acceptance. This kind of inconvenience can inhibit the
growth of a market. This means the country is perfect territory for fintechs that can
provide mobile wallet aggregation platforms. This would significantly improve
convenience for merchants and consumers alike, while also allowing the different
mobile wallet brands to operate independently.
Yet the market is also due for serious consolidation. Banks should look to acquire
mobile wallet providers and integrate their services into mobile banking apps.

Based on a Visa study, around 52% of Filipinos made online purchases for the first
time in their life due to the pandemic. The measures taken to curb the spread of
COVID-19 forced retailers in the Philippines to bring their offline stores online. At
the same time, consumers were forced to shop online due to movement
restrictions and as a safety precaution.

Analyst view: The pandemic acted as a catalyst for the country’s ecommerce
environment. Consumers’ access to bricks-and-mortar stores was restricted as a
result of lockdowns. Meanwhile, concerns about the threat of the virus will have
prompted many consumers to try online shopping for the first time – as Visa’s data
highlights. These developments prompted previously reluctant businesses to
embrace online channels in order to capture business.
The likelihood is that these trends will persist even after the pandemic. Consumers
will have learned to value the advantages of online shopping, while merchants
benefit from an entirely new sales channel. And of course, the electronic payments
landscape will also have been boosted. As per our Banking and Payments Survey
data, 23.% of Filipinos used cash on delivery to pay for online purchases in 2019. This
proportion was down to 19.0% in 2020, undoubtedly impacted by COVID-19. Two key
domestic players – online payment solution PayMaya and digital wallet Gcash – both
made gains as a result.
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The mobile payment market in Vietnam has surged in recent years. While the
oldest and largest mobile wallet, MoMo, has a customer base of around 20
million, in the 12 months since February 2020 the number of mobile wallet
providers in the country grew from 32 to 41. In a market with around 129 million
mobile subscribers, the number of mobile payment providers has made the
segment highly competitive.

COVID boosts ecommerce and digital
payment environment in the Philippines
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China and UAE experimenting with digital
currency cross-border transactions
This initiative between the Digital Currency Institute of the People’s Bank of China
and the Central Bank of the UAE will experiment with digital currency transactions
between the two countries. The collaboration is part of Multiple Central Bank
Digital Currency Bridge (m-CBDC) – a digital currency project that was initiated in
2019 between the Hong Kong Monetary Authority and the Bank of Thailand.

We should expect to see more countries outside the Asia Pacific region explore how
they can directly make cross-border digital currency transfers between each other.
Since Asia became the largest inter-region trading bloc last year in terms of trade
value, this will encourage other countries within Asia to start developing their own
digital currency. Markets will also want to link up with the m-CDBC project. Doing so
will enhance their trade payment transfers in terms of both speed and cost, as they
will be able to use their own currencies to trade with each other via m-CBDC.

Singaporean bank OCBC is experimenting with facial recognition at ATMs for
balance enquiries. The facial recognition system will utilize the Singaporean
government’s SingPass Face Verification system, which is a national biometric
database that can identify the country’s adult residents.
Analyst view: The use of facial recognition verification at ATMs is a very good fraud
prevention mechanism, since it eliminates the chance for ATM card details to be
skimmed or stolen. Singapore is arguably an ideal market for this technology. OCBC’s
offering is based on the government’s own biometrics database and verification
system, so individuals’ facial biometrics data will not be held by the bank.
Yet despite the obvious advantages, it is up to consumers to decide if they are ready
to use such authentication methods. Even if Singaporeans embrace the technology,
other parts of the world may have a completely different outlook – with privacy
concerns a potential issue in many Western markets.
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Analyst view: A lot of direct cross-border transaction and transfers have been
initiated around Asia Pacific in recent months, including between Thailand and
Singapore through their respective instant payment platforms. Although the tie-up
between Singapore and Thailand is not digital currency-based, Thailand’s presence
in the m-CBDC project suggests it will only be a matter of time before Singapore
joins in.

OCBC using facial recognition at ATMs
for balance enquiries
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Amazon launches cashier-less store in
London

Analyst view: Amazon is slowly changing the in-store shopping experience. Its Just
Walk Out technology offers a unique shopping experience that combines automated
app payments and in-store shopping. Adoption of this concept by other retailers
would accelerate the disappearance of cash and strengthen the reliance on cards
and digital payments.
While this technology is a great tool for streamlining in-store shopping and making
the experience faster, there are some concerns over users’ data privacy. In order for
this solution to work, Amazon needs to collect a large amount of data – including
tracking customers around the store and keeping track of their purchase history. It is
important that while collecting this data, Amazon does not collect any data the
customer did not consent to share. Meanwhile, a limitation of this payment system
is that it depends of a reliable internet network. Areas where the internet is not
easily accessible will not be able to integrate this technology.
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A branch of Amazon Go (Amazon’s cashier-less store concept) has opened in
London. The store is integrated with the company’s Just Walk Out technology,
which allows customers to exit the store with their shopping without having to
pay at a checkout or self-service terminal. Amazon Go relies on technologies such
as sensors and image recognition-enhanced cameras to track the items selected by
customers. Payments are deducted automatically after customers select their
items and leave the store.

9

Insurance

Insurance Contents
Google Cloud deploys cyber insurance program

12

Amazon enters business insurance space

12

Brokers believe COVID-19 has strengthened customer relationships

13

Digital life insurer Bowtie launches coffee shop to attract
customers

14

Zego’s $1bn valuation shows how insurtechs can challenge leading
players

14

Blink’s flight disruption insurance platform lands in LATAM through
partnership

15

Bupa to pay £125m in rebates to UK health insurance customers

15

Coalition becomes cyber insurance unicorn

16

Bdeo partners with data specialist to enhance AI models

16

Well-backed insurtech identifies AI as the key for motor insurance

17

11
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Google Cloud deploys cyber insurance
program

Amazon has partnered with Next Insurance, a digital provider of small business
insurance, to provide its Business Prime customers with easy access to a range of
policies. Amazon Business Prime provides users with procurement services,
discounts on regularly purchased goods, and purchasing and spending analytics.
Analyst view: This move is yet another foray into insurance distribution by Amazon,
following its July 2020 partnership with insurtech Acko to provide motor insurance
policies through its Amazon Pay platform to customers in India.

Analyst view: COVID-19 has caused fundamental changes to how the world works,
brought about by a widespread move to home working. Cloud service providers,
notably Google and its main competitors, have had to step up and bear the brunt of a
transformed business landscape. This shift to remote working has also led to a spike in
cyber-attacks, as criminals seek to capitalize on cyber-naive remote workers.

The partnership with Next allows Amazon to further its position as a one-stop shop for
consumers and businesses, reducing the friction in the insurance purchasing process
for businesses. It also gives Next Insurance access to the millions of businesses that
use Amazon Business Prime, helping to improve distribution of its highly customizable
insurance products.

With Google being a leader in cloud services, this partnership with Allianz and Munich
Re will benefit both Google’s clients and itself, helping to reduce the number of
breaches occurring via its cloud platform.

Amazon’s moves into the insurance industry also poses a threat to incumbent insurers.
The online retail giant has the potential to control large portions of insurance
distribution by providing a seamless purchasing experience, thus eliminating the need
for customers to search elsewhere for insurance products.

There are also plans to offer the product to smaller and larger companies (in revenue
terms). Cyber insurance typically has much lower uptake among smaller companies,
leaving these firms liable for any losses incurred from a cyber attack. This partnership
should help increase uptake among smaller businesses once it is made available to
them, by offering insight into cyber risk and an easy cyber insurance purchasing
process as a follow-up. The additional insights gained from the Risk Manager tool will
also help underwriters more accurately price risk, ensuring that companies that have
effectively managed their cyber risk will not be overpaying, while those with less
robust cybersecurity will implement changes to reduce the cost of premiums.
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Google Cloud has partnered with Allianz and Munich Re to provide an exclusive
cybersecurity service to its clients, covering up to $50m in online losses for Cloud
customers. The Risk Protection Program offers two components. Risk Manager is an
on-request service that provides a report and diagnostics tool to help businesses
manage and measure their cyber risk on the cloud. Customers can then use data
uncovered in the Risk Manager report to obtain a quote for Cloud Protection +.

Amazon enters business insurance
space

This is the second partnership Amazon has made with an insurtech rather than a
longstanding incumbent, suggesting it prefers to deploy insurance services with digital
providers focusing on a smooth customer purchasing journey. Incumbents must
continue to improve their purchasing journey in order to keep customers coming back
in the future.
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Brokers believe COVID-19 has strengthened customer relationships

Analyst view: This is extremely encouraging data for brokers, who would have had
to work really hard at client relationships throughout a very trying 2020. One of
the main consequences of the pandemic was that it forced people and businesses
to operate solely online. This posed a risk to the broker channel, and the direct
channel was expected to strengthen as insurers are becoming increasingly capable
of reaching their customers directly (particularly for personal and small business
lines).
However, the pandemic has exposed some lack of understanding from people and
businesses as to exactly what they were insured for. There have been disputes
between insurers and small businesses over business interruption payouts, for
example. This should benefit brokers greatly, as businesses of all sizes will be
scarred by the pandemic and will want to ensure they are covered if a similar
situation arises again. The need for expertise and advice looks likely to increase as
businesses return to normality, and that is backed up by almost half of brokers’
customers enquiring about gaps in their cover.
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GlobalData findings show that UK brokers are in contact with insurers more and
boast stronger relationships as a result because of the COVID-19 pandemic. In
our 2021 UK Commercial Brokers Survey, 52% of respondents stated they
contacted customers more often now than prior to the pandemic. Meanwhile,
47.8% believe their relationships with customers have strengthened because of
the pandemic, compared to only 17% who believe relationships have
deteriorated for this reason. In addition, 49.4% of brokers said their clients were
more interested in learning about coverage gaps since the pandemic.

Source: GlobalData’s 2021 UK Commercial Broker Survey
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Digital life insurer Bowtie launches coffee
shop to attract customers
Hong Kong-based insurtech Bowtie has launched a coffee shop in Wan Chai. The move is
designed to attract new customers to Bowtie’s life insurance digital platform. Customers
receive a discount on their coffee when they ask questions about life insurance
premiums. However, due to licencing restrictions the coffee shop cannot sell life
insurance products directly.

Bowtie’s coffee shop launch flags the market lag between consumers being
comfortable purchasing general insurance products without advice vs. consumers
still wanting advice and guidance when purchasing life insurance products. Our
Global Personal Insurance Distribution Analytics shows that 47.9% of consumers in
Hong Kong purchase life insurance products face to face. As a result, Bowtie’s
platform and coffee shop concept may not be enough to attract new customers.
Bowtie could further benefit from its coffee shop concept by integrating computer
access, similar to an internet cafe. Customers could then access a computer to
proceed with their purchase instead of relying on consumers to complete their
purchases at home.

London-based insurtech Zego raised a further $150m in its series C funding round.
This was its largest funding round, resulting in a valuation of $1.1bn.
Analyst view: Zego’s ability to forge strategic partnerships throughout the COVID-19
pandemic has contributed to the insurtech’s success and $1bn valuation. Zego’s most
strategic partnership was carried out with RSA in May 2020 to offer flexible cover for
fleets. The deal was driven by changing demand for more flexible, personalized
commercial motor insurance policies, as restrictive measures introduced to curb the
spread of coronavirus changed consumers’ and business’ needs.
Zego has stated it will be using a proportion of the $150m raised to further expand its
fleet and van products, a move that is in line with the insurtech’s decision to acquire
Drivit in December 2020 to bolster its commercial motor insurance offerings. Zego’s
continued market growth will most likely be driven by its expansion into commercial
usage-based insurance products, as this trend is likely to become even more
important in 2021 and beyond as the economic impact of COVID-19 continues.
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Analyst view: In 2017, Hong Kong’s Insurance Authority launched the virtual
insurance license scheme, opening up further possibilities for the insurance sector
in Hong Kong. Bowtie was approved by the authority on December 2018, becoming
Hong Kong’s first virtual insurer for life products in the process.

Zego’s $1bn valuation shows how
insurtechs can challenge leading players

Zego’s growth will challenge insurers that have not developed customizable shortterm insurance products and continue to rely on the traditional model of yearly
insurance premiums. Zego’s rapid expansion into commercial business lines also
shows how the insurtech’s strong digital capabilities give it enough flexibility to react
to changing trends, meet consumers’ demands, and attract partnerships with
incumbent insurers.
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Blink’s flight disruption insurance platform
lands in LATAM through partnership
Blink Parametric’s new partnership will see its flight disruption insurance platform
take off in Central and Latin America. Ireland-based Blink has teamed up with
Terrawind Global Protection, a leading travel assistance provider in the Latin
America region

The timing of the launch is also important. The travel industry is expected to open
up again as COVID-19 vaccines are rolled out and countries around the world
consider introducing vaccine passports. There is hope that airline footfall can be
restored sometime soon. Moreover, it is likely that consumers will be more wary
than before of the consequences of travel disruptions and cancellations – after all,
numerous flights have been canceled, and often at short notice, since the start of
the pandemic. Solutions that can alleviate this stress will certainly give a
competitive advantage to providers

An emergency agreement at the onset of the COVID-19 pandemic saw beds from
the private medical sector being blocked for NHS patients, disrupting private
medical care provision in the process. Bupa has announced it will offer £125m in
rebates to its UK private medical insurance (PMI) policyholders from April 2021,
following a pledge the company made a year ago.
Analyst view: The reallocation of hospital beds from private to public hospitals ended
up affecting private medical care provision, with some customers having their
treatments postponed or canceled. The issue is that most UK policyholders purchase
PMI owing to concerns about NHS waiting times or services provided. Soon after the
COVID-19 crisis took hold in 2020, and in recognition that it was impacting private
medical provision services, several UK PMI insurers (including Bupa) pledged to
rebate any profit made arising from fewer claims. While Bupa’s PMI policyholders will
certainly welcome the news, it arrives about a year after the company’s original
pledge. And these long-awaited rebates may not be enough to appease patients who
had to wait for longer than usual before receiving their treatment – after all, many
customers will have bought their policy precisely to avoid such delays.
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Analyst view: Having to deal with a flight delay or cancellation is bad on its own.
On top of that, what consumers don’t want is the added stress of having to make
a claim with their insurer and wait for their payout. Blink’s and Terrawind’s tie-up
promises to improve the customer experience by offering a real-time solution
whereby policyholders get an automatic notification if their flight is delayed or
canceled, as well as options for compensation. The options offered to
policyholders will depend on the severity of the situation. For instance, when a
flight is delayed for three hours, the customer could be offered access to an
airport lounge or a cash payout immediately deposited into their PayPal account.
Meanwhile, customers can book an alternative flight through the platform should
their trip be canceled.

Bupa to pay £125m in rebates to UK
health insurance customers

This situation is not unique to Bupa. Peer PMI providers such as AXA and Aviva made
similar pledges last year, but have also kept customers waiting for rebates. Arguably,
PMI providers are being too slow to offer rebates to customers – much slower, for
instance, than motor insurance providers, most of whom offered refunds last year
when it became clear that motorists were driving fewer miles. Such a slow move from
PMI providers can leave customers feeling they are not getting value for money.
Considering that the main purchasing trigger is to avoid long waiting times to receive
treatment, insurers could face a situation where customers find it more difficult to
justify the need for such products.
15
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Coalition becomes cyber insurance unicorn
Following its most recent round of funding, US cyber insurance startup Coalition has
reached unicorn status with a valuation of $1.75bn. With total funding at $300m so
far, the additional capital will help the startup expand into additional geographical
markets and other commercial lines of business. Like other insurtechs offering cyber
insurance products, Coalition provides its customers with an additional cybersecurity
toolkit, which helps to minimize exposure to cyber-attacks and manage risk.

Bigger commercial insurance players dominate the cyber insurance market, with only a
handful of companies taking up the majority of market share. This is especially the case
in the US, where as per the National Association of Insurance Commissioners the top
five US cyber insurance providers represented 67% of the standalone cyber insurance
market in 2020. Only in recent years has the sector seen disruption from tech-focused
startups. Coalition’s visible success could see further growth for the cyber insurance
market, with smaller firms entering due to the prospect of attracting business from an
influx of companies now prioritizing cybersecurity.
As more startups emerge, commercial insurers with no cyber insurance products risk
losing out on the cross-selling opportunity this represents. The acquisition of strong
insurtechs could be an effective approach at bolstering cyber insurance offerings.

Spanish insurtech Bdeo has announced a partnership with automotive repair data
specialist GT Motive in a bid to improve its ability to accurately estimate vehicle
damage costs. Bdeo uses computer vision to detect and estimate the cost of
repairing any car damage via video and photo evidence sent by customers. The AI
solution offers Bdeo’s insurance partners the ability to streamline their claims
processes.
Analyst view: As AI adoption within the insurance industry accelerates, companies
will place increasing focus on the effectiveness of their AI models to make accurate
decisions and recommendations. A growing number of motor insurance companies
are using computer vision to remotely handle claims, and ensuring that repair
estimates and damage assessments are accurate will mean insurers do not pay out
more than they need to.
AI models are trained on millions of past data points, which allows algorithms to learn
from historic patterns and make decisions or recommendations based on this
information. For established insurance firms, access to the necessary data sets
required to train AI models is easier. These firms hold swathes of historic customer
data and policy details, which can then be used when deploying AI tools. Newer
insurtechs, on the other hand, face more difficulties when attempting to source the
data required to train their models. Partnerships such as the one formed between
Bdeo and GT Motive will become increasingly common as more AI-focused insurtechs
emerge. Collaborations with data providers will be vital to improving both the
accuracy and capabilities of AI solutions.
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Analyst view: COVID-19 has hastened the enterprise shift towards digital operations.
This undoubtedly brings with it a growing concern over cybersecurity risk. Our 2020
Global Emerging Technology Trends Survey, conducted in May 2020, found that 49% of
participating organizations would increase their investment in cybersecurity over the
next 12 months. Uptake of cyber insurance policies will also rise, presenting a strong
growth opportunity for insurers offering these products.

Bdeo partners with data specialist to
enhance AI models
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Well-backed insurtech identifies AI as the
key for motor insurance
Abacai Holdings – a new insurtech set up by a former Aviva chief executive – is
prioritizing the potential of AI in insurance. Our survey data suggests there is a lot of
anticipation around the future of AI across all industries and that it has great
potential. The startup has £50m to invest and boasts Munich Re as a strategic
partner.
Financial Services Briefing: March 2021

Analyst view: Our 2020 Global Emerging Technology Trends Survey found that the
pandemic had a positive impact on insurers’ perceptions of AI. 58.4% of firms became
more positive towards AI during the COVID-19 pandemic, and 54.3% of firms in the
insurance industry believe AI will play a significant role in helping them survive the
crisis. This suggests COVID-19 has shone a spotlight on AI within the insurance
industry, and many firms recognize the importance the technology brings during
difficult periods.
This highlights that Abacai is looking to invest in a sensible area for the future. AI can
help an insurer analyze a huge amount of data quickly and efficiently, while the
strength of their analytics will define whether the provider can offer optimum
premiums for both customers and itself. AI can also be essential in claims
management, where quick payouts are essential to customer satisfaction.
Furthermore, it can also help identify fraudulent patterns and behaviours, and
therefore reduce unnecessary payouts.
Abacai clearly has strong backing and experience in the form of Munich Re and an exAviva chief executive. It has significant sums to invest and has identified a key area of
growth within insurance according to our survey data, so it is clearly a startup to
watch.

17

Retail Banking

Retail Banking Contents
Generation Z-focused rewards app Fygo to launch in the UK

20

IMF advocates use of soft data to augment credit scoring

20

Virgin Money focuses on financial wellbeing to tackle poverty
premium

21

HSBC partners with Google Cloud to create chatbot for call centers

21

BNPL regulatory code introduced in Australia

22

More women left UK banks in 2020 than men, suggesting diversity
issues

22

CBA launches new zero interest credit card and BNPL offering

23

NatWest reveals strategy to win over millennials and Generation Z

24

19

Retail Banking

Generation Z-focused rewards app
Fygo to launch in the UK

IMF advocates use of soft data to
augment credit scoring
In an IMF blog post, four researchers explored the possibility of using data from
browsing the internet, search engines, and purchase history to create a more
accurate mechanism for determining the credit rating of an individual or business.
They argue that reliance on hard data points creates an unnecessarily dire picture
during difficult economic periods – like a global pandemic – whereas soft data
points can provide a richer, fuller view of long-term repayment prospects (based
on willingness to pay, job prospects, and previous payments).

Analyst view: This is a promising proposition, and will likely grab the attention of
students who struggle to find the right balance between spending and saving. By
processing thousands of daily transactions, Fygo will gain a strong understanding of
student spending and saving habits. This process will draw on customer transaction
data to offer cashback (most likely using open banking). The key difference between
this and incumbent reward programs is that incumbents allocate a set amount of
funds to reward customers for their loyalty in the form of coupons and physical
cashback from a wider range of partners, which are less likely to be used or
appreciated in the same way. They do not tend to use these programs as a means of
advertising and directing consumer spending.
In contrast, Fygo is a good example of building a product based on a key customer
lifestage, and is likely to appeal to its niche target audience. If it does succeed, retail
banks should look to incorporate this approach into their offerings.

Analyst view: These are timely comments from the IMF. Overreliance on traditional
credit risk could prove pro-cyclical, cutting off credit access for struggling small
businesses and individuals. New approaches are urgently needed to help repair bank
balance sheets and support the broader economic recovery. However, it is unclear
how this approach would work from a security and privacy perspective. For example,
what transparency would exist for the machine learning algorithms that are so
central to enhancing the predictive power of this type of modeling? What is clear is
that in a world in which soft information drives decision-making, tech companies
would enjoy an ever-growing advantage. In China, Tencent and Ant Group already
offer direct-to-consumer lending and white label non-traditional credit risk
methodologies. Yet this approach grew out of a very different regulatory regime –
one that was deliberately permissive and hands-off (at least initially). In the US and
Europe, big tech companies will face much greater scrutiny, while the global low
interest rate environment likely reduces the size of the prize for all involved.
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New UK startup Fygo will allow students and staff at Durham University to turn any
normal bank card into a loyalty and rewards card using its free mobile app. Students
and staff will be able to link their bank cards to the app through a secure interface.
When they spend using a linked card at Fygo partners (which will include
supermarkets, restaurants, ecommerce retailers, and subscription services, among
others), users will instantly receive cashback credited to their Fygo wallet.
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HSBC partners with Google Cloud to
create chatbot for call centers

In the UK, Virgin Money is aiming to tackle the poverty premium in two ways.
Firstly, the bank announced the launch of the M current account in November
2020. The M account is targeted at the 1.23 million adults who lack bank
accounts in the UK. The M account offers a linked savings account and a range of
budgeting tools. Secondly, the bank has launched a service to help customers
avoid overpaying on energy bills by analyzing data from customers’ current
accounts and contacting those who it believes are paying a premium with hints
and tips on how to cut their bills.

HSBC has enlisted Google Cloud to build a global call center AI chatbot that helps
HSBC employees reduce the time they spend day-to-day on manually intensive
queries. Collaborating with the customer engineering team at Google Cloud, HSBC
built Operational Resilience and Risk Application (ORRA), an FAQ and document
search-enabled chatbot. HSBC worked with Google cloud to finesse intents, train
responses, and create synonyms and entities, as well as adding small talk to
humanize the bot’s responses and create a “real-world personality.”

Analyst view: Virgin Money’s focus on the financial wellbeing of its customers is a
step in the right direction. Banks need to be more proactive in demonstrating the
benefits of having an independent custodian as their primary financial provider, as
they will soon face new competition from non-traditional providers offering better
user experiences. Going forward, the way in which Virgin Money analyzes the data it
collects will be the key to successfully helping (and thus retaining) customers.
The bank should incorporate some of the trends seen in digital transformation. This
could include using machine learning to assess how customers use their current
accounts in order to analyze data on spending patterns and household bills (as
already offered by the likes of Plum and Chip). Without this type of advanced
analysis, it will be difficult to adequately help customers. In many cases, legacy
players’ ideas are strong, but the execution has not been adapted in line with
evolving consumer expectations and digital movements.

Analyst view: In talking up its new chatbot, HSBC stated that "as query flow
increases, the architecture uses machine learning and user feedback to determine
the best response to give." HSBC is clearly aiming to improve the customer
experience, while also cutting its own costs and utilizing employees’ time more
effectively.
The need for chatbots has been driven by the surge in branch closures, both as part
of cost-cutting strategies and due to COVID-19. And the pandemic has increased
consumers’ concerns about their finances, which in turn has made many seek
assistance from their bank. We expect to see more banks introduce chatbots in the
future.
Going forward, the true test of the technology will be whether it can adequately
address more complex queries. At present, chatbots are best suited for simple
requests, with more difficult tasks still requiring human intervention. If this issue can
be addressed, chatbots will be well placed to revolutionize customer service in the
financial services space.
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Virgin Money focuses on financial
wellbeing to tackle poverty premium
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BNPL regulatory code introduced in
Australia

Analyst view: Unlike the UK, which has said its BNPL sector will be formally
regulated by the FCA, the AFIA has decided on a self-regulated code. While
technically voluntary, all members of the AFIA are bound by the rules, which
constitutes 95% of the Australia BNPL sector (including big players such as
Afterpay and Klarna).
This bespoke approach has arisen because BNPL falls somewhere between credit
and underpayments. The advantage of self-regulation is adaptiveness: the rules
can be quickly changed if they are not effective. For now the code is fairly lighttouch, allowing most BNPL providers to continue without much change needed to
their business models. This should mean the sector continues to grow over the
next few years
It is unclear how a self-regulatory code will affect innovation in the sector. While
CEO of AFIA Diane Tate promises innovation, competition, and enhanced
consumer choice, larger BNPL players may seek to entrench their position by
writing the rules to suit their business model.

In the UK, the latest jobs data from Bloomberg found that more women than
men left British banks during the pandemic (female numbers declined by 3%
during 2020, while men saw a decline of about 2.1%), undermining the
sector’s pledge to become more gender equal. Data from Bloomberg suggests
some women are leaving jobs voluntarily rather than being made redundant.
Analyst view: One reason for this difference is branch closures. More women
are employed at bank branches than men. With cost-cutting programs ongoing,
the COVID-19 pandemic wreaking havoc on bricks and mortar, and consumers
increasingly shifting to digital channels, the branch closure trend will continue to
accelerate.
The latest figures are just another example of deeper-rooted issues that financial
services firms have failed to address. The key questions are what occurs after a
female employee is hired, and why have female employees willingly left UK
banks? The UK financial services industry still suffers from significant gender pay
inequality, which might be driving some women out of the sector. In addition,
parts of the industry are subject to old boy network syndrome – limiting
promotion opportunities for women. Faced with branch closures, unequal pay,
and lack of recognition, the industry will need to work hard to reverse the malefemale discrepancy going forward.
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Following on the heels of a similar announcement in the UK, the Australian
Finance Industry Association (AFIA) has approved a regulatory code for the
BNPL sector. The code comes after an investigation into the sector by the
Australian Securities and Investments Commission; it is designed to create more
stringent credit approval and repayment processes via greater consumer
protections. This includes not allowing BNPL as an option for underage
customers, abolishing early repayment fees, and the prohibition of extra
pressure to repay loans for Australians considered to be in financial hardship.
Additionally, BNPL providers will also have to take a proportion of the purchase
upfront as payment.

More women left UK banks in 2020 than
men, suggesting diversity issues
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CBA launches new zero interest credit card and BNPL offering
With BNPL services increasingly popular in Australia, Commonwealth Bank of Australia (CBA) has responded with two new products aiming to tap into this
customer base. Its Neo credit card is available with credit limits of $1,000, $2,000, and $3,000, with monthly fees that are only payable if the card has been used
during a month or has an outstanding balance. The bank hopes this credit card will help address the declining popularity of personal lending products. At the
same time, just over a year after its partnership with Klarna, CBA has launched its own BNPL proposition. The bank will allow customers to split purchases of
A$100 ($76.70) to A$1,000 ($767) into four installments payable every fortnight. All payments will be made using a digital card created via the mobile app, which
is usable at the point of sale. The bank won’t charge interest or account maintenance fees for this service, but will charge a fee of A$10 ($7.60) for late payments
(the same as Afterpay).
Financial Services Briefing: March 2021

Analyst view: Retail banks have no option but to revise their credit card offerings now that alternative lending options such as BNPL have inundated the market. BNPL
has proven to be more appealing to younger generations, especially amid the pandemic. CBA is clearly aiming to capitalize on this trend, both with a credit card that
more closely replicates BNPL services and a dedicated BNPL offering.
The bank’s new 0% interest credit card will help consumers consolidate and manage their debts. An Australian Securities and Investments Commission report found
20% of consumers miss BNPL payments. CBA’s credit card could help address this issue. By charging a flat fee, customers with significant debt can manage this
problem easier and will be incentivized to fully repay as the flat-fee advantage shrinks. In its latest financial results, the Neo card accounted for a third of CBA’s credit
card approvals in December 2020.
Meanwhile, by launching its own BNPL offering, CBA’s plan is to put pressure on the merchant fees charged by Afterpay (currently at 5%) by charging merchants the
same 1.8% fee as for its card transactions. However, CBA is being considerably more cautious than Afterpay over who gets credit. The bank is only offering credit to
customers who have a regular income into a CBA transaction account, and will also subject customers to internal and external credit assessments. Additionally, CBA
will reject customers when there is evidence of them struggling to pay back other BNPL providers. This will create a barrier to entry for some consumers.
Similarly, Afterpay goes further on credit limits, allowing up to A$2,000 ($1,534.70) with a minimum spend of A$35 ($26.90). With the average debt held by Afterpay
users at just A$100 (CBA’s minimum threshold for installment repayments), a good proportion of Afterpay’s low-value business is likely to be safe. And for merchants,
Afterpay represents a fast-growing online platform that can generate higher retail spending. This will make merchants think twice about abandoning Afterpay over the
high fees it charges.
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NatWest reveals strategy to win over millennials and Generation Z
NatWest is planning an overhaul of its core retail banking business to fight back against fintech rivals and increase revenues in an era of low interest rates. Some
of the revisions include making staff available for longer hours, introducing new investment products for less affluent savers, and boosting the size of its credit
card business. The bank hopes the ability to speak to human bankers via longer opening hours while continuing to improve its digital offering will prove
favorable in comparison to digital-only players such as Monzo and Starling.

Cross-selling to UK current account holders
Mortgages
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Analyst view: The group’s FY 2020 results put a strong emphasis on digital strategy, especially on the digital lending process. This suggests the pandemic has
accelerated the group’s plans to reinvent its brand. Throughout the years NatWest has introduced new products and services. These include the Housemate billsplitting app aimed at renters as well as a digital-only savings account with various incentives and carbon offsetting features. All of these efforts suggest the group is
attempting to cater to all customer demographics.
Efforts to improve its proposition come at the right time for NatWest. The bank continues to lose customers via the Current Account Switch Service. Meanwhile, our
data shows that NatWest has had limited success cross-selling products to its existing current account holders compared to its competitors. Compared to Barclays,
Lloyds Bank, and HSBC, 48.0% of NatWest current account holders also hold an instant access savings account with the bank – the highest proportion among these
four players. However, NatWest comes in last place across three of the products measured and third out of four in insurance.

Sample size : Barclays n=585, Lloyds Bank n=464, NatWest n=433, HSBC n=363
Source: GlobalData’s 2020 Banking and Payments Survey
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Stashaway is expanding to Hong Kong
Singapore based robo-advisor Stashaway continues its push into key expansion markets
with licences in Hong Kong. Stashaway’s expansion outside of its home market is
shaping it into one of the few Asian robo-advisors to amass sufficient client assets under
management (AUM) to achieve the economies of scale necessary to become profitable.

Investment channel usage (at all) and preferred channel of investment
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Few other robo-advisor brands, outside of the US or China, have been able to cross the
$1bn threshold since launching. Stashaway is the first to do so in Southeast Asia, and while
not likely profitable as of yet it is one of the few ASEAN-based robo-advisors on track to
achieve profitability. Given the appetite for using robo-advisors across Asia Pacific is
growing, particularly outside of the major financial hubs (where it was already more
established), there are likely to be further geographic expansions in the future. A wide and
shallow strategy appears to be the best way forward given the widespread appetite but
small AUM per account that most robo-advisors attract. Expect other Asian robo-advisors
to pursue similar strategies after tapping venture capitalists for more cash.

Stashaway presence

11.1%
7.1%

Taiwan
Analyst view: Although robo-advice is a growing trend across the world, few standalone
firms outside of the giant US and Chinese markets have been able to generate sufficient
AUM to be sustainable or profitable as of yet. Originally launched in 2016 in Singapore,
Stashaway has been steadily expanding, first into neighboring Malaysia (2018) and then
farther afield with a UAE presence in November 2020 to serve clients around the Middle
East and Africa. Hong Kong was added to its global footprint at the start of March 2021
after it secured the necessary licences from the Securities and Futures Commission.
According to Stashaway it had client AUM of $1bn in January 2021.
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SPACs are growing as an asset class
Goldman Sachs announced it was aiming to increase its market share in the
growing special purpose acquisition company (SPAC) market in Asia Pacific.
The explosive growth in SPACs, at first in the US and then the rest of the world,
is making this a key asset class for wealth managers in 2021.

SPACs are usually created by an experienced industry executive, who invests an
initial stake in exchange for 20% of the SPAC’s shares. When the SPAC makes its
investment, the sponsor can make many multiples of that initial stake depending
on the success of the deal. Even if the SPAC’s main investment is not particularly
successful it can still result in the sponsor quickly vaulting into the ranks of the
UHNW. Wealth managers will therefore want to be close to these deals when
they happen, something Goldman Sachs clearly intends to be. We expect
competition for market share among SPACs to be fierce going forward as other
wealth managers with investment banks seek to cash in on this investment
trend.

Source: GlobalData’s 2020 UK Financial Advisors Survey

Quilter has launched a support hub for advisors in the UK to help clients navigate
the redundancy process. Redundancies are growing as governments scale back
pandemic support despite many economic ill-effects still to come.
Analyst view: Major life changes and payouts are both big triggers for seeking out
financial advice. With the disruption the pandemic has created likely to cause
further redundancies, early retirements, and career changes, advisors need to be
ready to discuss shifting goals and circumstances with their clients and prospects.
Unfortunately redundancy will be a major (and perhaps even dominant) trigger for
advice in 2021, with Office for National Statistics data cited by Quilter showing
redundancies reached 12.3 per 1,000 employees in Q4 2020. It is a key moment of
truth for the client-advisor relationship, and assisting advisors in the navigation of
this conversation will be a valued fringe benefit both in the UK and around the
world. And sometimes, particularly with senior executive redundancy packages,
the conversation could even lead to additional AUM to manage.
Top reasons that prompt clients to seek financial advice

UK financial advisors, 2020
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Analyst view: While cryptocurrencies have captured the mainstream media’s
attention, SPACs have also seen explosive growth over the pandemic. These
listed shell companies raise money with the explicit intent of bringing a private
company or companies public via a buyout or merger. SPAC deals were mostly
concentrated in the US, which saw a big increase in 2020 to reach a market
value of $300bn. Trends from Q1 2021 suggest activity will be up once again but
also more widespread around the world, particularly Asia.

Redundancy support represents a
growing advice opportunity
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Investment migration programs are hot again
I expect HNW investors’ interest in investor visas and residency-byinvestment programs to increase over the next 12 months

Deep Knowledge Analytics and Henley & Partners have partnered to produce the
Investment Migration Programs Health Risk Assessment, which shows that Canada, New
Zealand, and Australia are the top destinations for HNW investors looking for new
residency during the pandemic.

Australia is the latest country to disclose that it is upping its cap on investor visas and
allocating more resources to their processing (thereby significantly speeding up processing
lag). Australia is far from alone in this approach, with New Zealand, Portugal, and the UAE
also seeking more significant investors.
In our 2020 survey of private wealth managers, we can already see Australian and Canadian
firms gearing up for foreign interest. Wealth managers in India, the Philippines, Hong Kong,
and the UK also expect increased migration interest from their local HNW client base.
Clearly, the pandemic is shaping HNW investors’ interest – sometimes as a pull factor (in
the cases of Australia and Canada) and sometimes as a push factor.
Regardless of whether an investor is keen on immigrating or emigrating, wealth managers
need to be involved. Many leading banks have developed products and services that work
with these programs, easing the administrative and compliance burden. It is one of the key
moments of truth in the client relationship – one that can cement it for years or rupture it
permanently. Therefore, a residency/investor visa team needs to be a key business priority,
even at a time when many other pandemic-related issues beg for attention.
Source: GlobalData’s 2020 Global Wealth Managers Survey
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Analyst view: Many countries have been quietly ramping up their investor visa programs
again in response to the economic disruption of the pandemic, making it an ideal time to
re-engage with HNW clients over their residency desires.
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Another round of Chinese wealth partnering
J.P. Morgan Asset Management announced a $414.80m investment in the wealth
management subsidiary of China Merchants Bank in return for a 10% stake, while
Lichtenstein’s VP Bank acquired a 3.4% stake in Hong Kong-based Hywin Asset
Management.

As our tracking of the Chinese wealth market shows, the pandemic barely dented the
growth it racked up in 2020 – unlike most over markets. Average growth over the next
five years is still expected to be strong, with an average expansion of 8.8% per year.
This more than anything is driving deal-making on the mainland, and will continue to
do so even if geopolitical tensions do not settle down. With the doors to the
mainland opened, few private bank CEOs will be able to resist the allure.
China’s overall wealth market is estimated to have grown 12.9% in 2020 despite the pandemic

Source: GlobalData’s Wealth Markets Analytics

Julius Baer has become one of the first wealth managers to introduce a guided
digital onboarding solution for clients, including a complete video identification
service. The Swiss bank will now be able to conduct video identification as well as
signature of key documents.
Analyst view: The pandemic has shown the industry the importance of digital
channels, not just for monitoring portfolios but at all levels of client engagement,
including client acquisition and onboarding. Fully remote and digital onboarding is a
natural extension of lockdown requirements.

There has long been an appetite for increased digitization from both investors and
wealth managers, but all too often this has gone down the route of mimicking retail
banking and increased self-service. However, private banking and wealth
management are hardly as straightforward as retail banking. Opening a simple
current account in your country of residence is far less complex than agreeing to
invest offshore into a hedge fund. Clients may not be willing or able to navigate the
complex Know Your Customer and anti-money laundering requirements a private
wealth manager has to comply with, even if they do prefer digital interaction. As
such, the guided and interactive nature of Julius Baer’s client onboarding is an
important development, moving the digitization of wealth management into more
complex tasks and so reducing the compliance burden.

Financial Services Briefing: March 2021

Analyst view: China continues opening its financial markets to the rest of the world
despite geopolitical tension (or indeed, as a response to it). Given the scale and
potential growth of the Chinese mainland market, this openness will attract more
deals in the wealth management market. With China Merchants Bank estimated to be
the largest private wealth manager on the mainland, J.P. Morgan’s investment
represents a clear play for growth in a post-COVID-19 China. Meanwhile, Hywin
explicitly targets wealthy mainland investors looking to offshore wealth management.

Julius Baer opts for digital onboarding
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HSBC books surge in alternative
investments

ESG is reshaping portfolios across the
wealth industry
DBS Private Bank has set a target of having more than half of its AUM in
sustainable investments by 2023, while Santander Asset Management is aiming for
net zero carbon emissions from its portfolio of investments by 2050.

Analyst view: While still the smallest of the asset classes in HNW investors’ portfolios,
the share of alternatives is on the rise, and indeed at all-time highs. Our surveying in Q3
2020 found that the HNW investment portfolio remains very conservative, with a
historically low allocation into equities (roughly half the levels seen in 2018, for
example).
Clearly HNW investors were spooked by the pandemic and are seeking the uncorrelated
returns that many alternatives promise. The record inflows HSBC recorded for its range
of alternative investments suggest it is not simply lower stock prices that are depressing
the role of equities in the portfolio, but a shift in investor appetite that is driving new
money into alternatives.

Analyst view: One of the few undeniable shifts in the investment market is
increased demand for sustainable or socially responsible investing. At a top level,
these targets appear extremely ambitious and suggest the banks might need to
make some hard decisions on how to achieve them. However, our surveying of
private wealth managers in 2020 (which took place post-pandemic lockdowns)
suggests this is reflective of a marked shift in appetite for socially responsible
investments (SRI) and environmental, social, and governance (ESG) investments. We
expect more major wealth brands to make similarly impressive commitments in
2021 as investor demand leads them to more sustainably-focused portfolios.
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HSBC noted strong net inflows into alternative investments in 2020, with more
than $2.3bn flowing into a wide range of investments.

Demand for SRI or ESG investments from HNW clients
Global HNW investor asset allocation, 2020
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