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While the financial services industry has become
familiar with the need to adapt and change, the new
operating landscape that is being created by Europe’s
Second Payment Services Directive (PSD2) and the
UK’s Open Banking initiative is undoubtedly taking
traditional banks out of their comfort zone.
Success requires a flexible approach – one that can
only be achieved through modern cloud technologies.
Join us in the following pages to explore the work we’re
doing to make life that little bit easier for companies
bearing the brunt of the new reforms.
Janet Lewis is the newly appointed vice president for
the Financial Services Industry at Microsoft and joins
The Record’s editorial advisory board.

41

F E AT U R E

Towards a new

banking
ecosystem
A new style of banking is emerging as the regulatory environment makes open
banking a reality. But what’s next for financial institutions as they strive to support
increasing customer expectations in this open API environment?
BY JACQUI GRIFFITHS

W

ith Europe’s Second Payment Services
Directive (PSD2) and the UK’s Open
Banking initiative now in place, banks
have the basic wherewithal to meet regulators’
demands. But that’s just the beginning of the
journey. Now, banks need to identify the business models that will deliver the products, services and experience their customers demand.
“The purpose of PSD2 was to increase competition, introduce consumer choice and improve
security after the financial crisis, breaking the
monopoly of the ‘too big to fail’ banks to avoid
the risk of having to bail them out again,” says
Richard Peers, EMEA banking industry director
at Microsoft. “The UK in particular picked up
on that and extended those factors of competition, choice, security and transparency beyond
the regulatory context, to create additional rules
applying to its top nine banks.”
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Putting the required measures in place created
a headache for many traditional banks, whose
data was locked away in legacy on-premise
applications. “Basically, the traditional banks
had locked their data away behind the castle
walls, but now they were being asked to share
that information with a third party outside,”
says Peers. “While that initially seemed like a
simple request, banks quickly realised that a
broad spectrum of things needed to be done to
deliver it. They needed a safe and secure way
to open the drawbridge, access the information
and allow it to be used by somebody else. That
meant looking beyond the gateway, providing

signposting and portals, security checks, consents and permissions to ensure that third
parties could only access the data they were
allowed. It also meant having a scalable system
that could handle authentication and deliver
the appropriate information to millions of people accessing the system.”
Many banks leveraged the cloud through
Microsoft Azure API Management to address
these challenges while gaining powerful analytics to generate insights into the data and its
usage. “We worked with Accenture Avanade
to create a sandbox, which enabled banks to
try out the system without having to expose
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OPEN BANKING

SOLUTIONS
SEAMLESS CUSTOMER ONBOARDING

THEIDCO.COM

Contact us to find out how we can provide you with
simple, safe and secure access to open banking.
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“With old business models
gone, banks need to look
at how they can make
money in the future”
RICHARD PEERS

their data,” says Peers. “We’ve also leveraged
our strength in security and identity to enable banks to implement Secure Customer
Authentication and the Euro
pean Banking
Authority’s Regulatory Technical Standard,
putting them ahead of the game.”
With the basics in place, the big question for
banks today is, what’s next? “Now that they
have the architecture in place to comply with
the rules, banks are looking at the other side
of the coin,” says Peers. “The regulations effectively put a moat around the bank’s stronghold,
taking away many of the business models that
have helped it to build profits and customers.
With old business models gone, banks need to
VIEWPOINT

Creating value
James Varga from The ID Co. looks at how open banking can
benefit consumers and businesses
Open Banking and PSD2 are becoming a global
phenomenon. The recognition that consumers own
their data and that it should be accessible and portable
is a fundamental shift. The big question is: what can
you do with this to create value?
To create real value, businesses need to focus
on the key benefit that motivates consumers –
convenience. For example, one of our customers
uses bank data to enable same-day decisions and
funding for mortgages.
Bank data provides positive information about things
like saving habits, continual employment or consistent
rent payments to enable fast, informed decisions even
for those with no credit record. People who are new to
the country or those with thin credit files are common

cases where credit data only provides the negative side
of the story and can prevent access to services – but
bank data solves the problem.
Our DirectID service helps businesses leverage bank
data, understand the user experience and unlock the
value. Some 30 businesses on the platform are already
using bank data to make quicker, easier decisions,
providing convenience for consumers and efficiency
for the business.
There’s a lot of energy behind open banking right
now, and as more concrete use cases emerge we will
see how bank data can be leveraged to deliver real
benefits for consumers and businesses.
James Varga is CEO at The ID Co.
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O P E N
for innovation

It’s time for a new way to write, deploy and consume
financial software. At Finastra we’ve done just
that, by developing a platform that’s open, secure
and agile. It lets you integrate new technology
seamlessly – bringing new products to market more
quickly and with a better customer experience.
As we say, it’s innovation with unlimited potential.

Join us at finastra.com
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The future of finance is open
Mitesh Soni from Finastra explains why FusionFabric.cloud will
unlock innovation in financial services
Regulation and open APIs are prompting financial
institutions to evolve their business models. They are
shifting their focus to be more customer and data
centric rather than wealth centric and extending their
ecosystems to encompass third parties to introduce
greater agility. Double digit returns can still be
achieved by the banks, but efforts need to go beyond
digitalisation. Innovative and personalised end-toend customer journeys can be achieved through
advanced artificial intelligence, machine learning,
voice recognition and application programming
interfaces (APIs). Previously available only to the
biggest corporations, Finastra is now making these
technologies affordable and accessible in the cloud.
The emergence of innovative ecosystems that bring
banks and fintechs together, alongside entrepreneurs,
student developers and other third-party providers,

signals a positive shift for the industry. Increased
competition and wider choice for the customer is
always positive.
“Finastra’s FusionFabric.cloud, hosted on Microsoft
Azure, is changing the way modern banking software is
written, deployed, consumed and monetised and it will
champion collaboration and encourage innovation,”
says Martin Haering, chief marketing officer at Finastra.
The next generation of financial services solutions
will be radically different and come from the powerful
combination of distributed systems, APIs and microservices that connect disparate parties with a single
minded focus to improve the customer experience
in banking.
Mitesh Soni is senior director of Innovation and the
Fintech Ecosystem at Finastra

look at how they can make money in the future,
and who they should engage with to do it.”
Competition is also coming from new quarters
as the likes of Google, Amazon, Facebook and
Apple (GAFAs) present a serious challenge to
banks. “GAFAs engage with users daily, whether
it’s for e-commerce or social media,” says Peers.
“All those users are sharing data about their
life that enables the organisation to pick up on
their behaviour and serve up relevant adverts
or create intuitive, personalised deals. As that
engagement builds, the organisation can build
a ‘thin credit file’ that gives them insight into
whether the user is a good credit risk. While a
bank only has information provided on formal
written applications to go on, GAFAs can gain
a more personalised insight into users’ financial
behaviour. That also goes for businesses that sell
through these organisations – for example, if
an Amazon seller is struggling to meet a spike
in demand, Amazon could step in and offer a
business loan based on its insight into the seller’s
behaviour, demand for the product and so on.”
As GAFAs enter payments, credit and other
markets with sophisticated apps, they are
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VIEWPOINT

Emerging opportunities
Georg Ludviksson from Meniga discusses how open banking will
impact the industry
Open Banking and PSD2 are the most disruptive events
to hit retail banking in decades. Regulation is driving the
break-up of the value chain, enabling competitors to
come between banks and their customers. As the barriers
of entry are lowered, start-ups and projects that compete
with banks are attracting huge investment. But there are
also substantial opportunities for banks that move quickly.
Already, some banks are going beyond regulatory
requirements and opening up all their data and
services to create new business model opportunities.
Upgrading the user experience of digital channels
is a major strategy that Meniga helps leading banks
pursue. By transforming the concept of the digital
bank from a place to transact to a trusted financial
advisor, banks can bring value-added services and
new types of advice to users.

With PSD2 and open banking upon them, banks
realise that if they don’t use their customer data to
create value, someone else will. Meniga helps them
create an advertising ecosystem based on customers’
spending habits, so they can deliver highly relevant
offers – such as discounts at the stores where the
customer shops the most or similar stores – through
their digital bank.
In the next few years we can expect seismic changes
to the value chain of banking and a proliferation of
different types of banks. Only time will tell who the
winners will be, but consumers will certainly benefit
from more valuable services, better user experience
and lower prices.
Georg Ludviksson is CEO at Meniga

gradually picking away at the business banks
have relied on. A bank that has built a strong
castle to house its data and services simply
doesn’t have the flexibility to create new services that can compete with that. But open
banking brings another opportunity for banks
to respond: the marketplace.
“Marketplaces offer a competitive response
to the GAFAs,” says Peers. “To extend the castle
metaphor, the bank creates a marketplace outside
the castle walls but under its banner of protection.
In that marketplace, customers have a choice of
new, interesting and nimble products and services
offered by third parties, secure in the knowledge
that the bank has approved those providers and is
protecting sensitive information.”
Crucially, the marketplace enables the bank
to play to its strengths while putting forward a
brand proposition that gives customers exciting new experiences. By engaging with trusted
third parties such as fintechs and putting a seal
of approval on their offerings, banks can transform a perceived disadvantage – rigid castle
walls – into that all-important ingredient of
competitive advantage: trust.
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After that, the possibilities are endless. “The
marketplace prompts banks to think about
how they can move beyond loans and deposits and start to offer an entirely different set
of services by partnering with third parties,”
says Peers. “For example, a bank might team
up with an estate agency app such as Zoopla.
When someone uses the app to look at schools,
travel links and so on local to a house they’re
interested in, with their permission their
data could also be exchanged with the bank.
So while the user is looking at the house, the
bank can let them know in real time whether
they can afford it, or offer them a personalised
mortgage deal.
“This means that the bank’s integration with
its customers’ major life moments becomes
much more immediate, personalised and simple,” says Peers. “While that integration might
at first focus on traditional banking activities
such as mortgages and loans, it holds countless
possibilities. For example, an IoT service provider that provides scanners and locks to monitor the security of the house might link the

insurance capability of the bank, which then
gives the homeowner better rates.”
Harnessing the elastic capacity of the cloud
is essential to providing these modern, secure,
agile and integrated experiences. “The market-

“The marketplace prompts banks
to think about how they can move
beyond loans and deposits”
RICHARD PEERS
place creates countless new business models for
banks,” says Peers. “However, a lot of the innovation that needs to be done – building new marketplaces, better customer experience, real-time
data analysis and so on – really only works in the
cloud. That’s where Microsoft and its partners
come into play, providing a secure way to bridge
the moat between the castle and the new, agile,
born-in-the-cloud market outside.”

Making
Digital Banking
Personal
We help banks
build meaningful
customer engagement
and develop new
revenue streams.
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Towards intelligent
automation in insurance
D AV E O V E N D E N : W I L L I S T O W E R S W AT S O N

New developments in automation technology are presenting significant
opportunities for the insurance industry

T

he proliferation of insurtech firms has led
to a swathe of new developments in automation technology – developments that are
advancing robotic process automation (RPA) and
presenting many new opportunities for insurers.
RPA effectively replaces a human with a robot
to carry out repetitive tasks, and a number of
incumbent insurers have already adopted it to
varying degrees. But, by coupling RPA with layers
of expert decision algorithms, robust data integration and a real time decision support platform, it
will be possible to deliver consistent, accurate and
informed decisions in underwriting, pricing and
claims – intelligent automation if you will.

“Insurers need an interface layer
to support communication
between the Frankenstein’s
monster of legacy systems”
Add to that some advanced analytics, machine
learning capability (that actually learns rather
than just applies rules), and short update cycle
times and an insurer has the basis for a true AI
system that can improve with time and data.
A lot of the focus in insurtech to date has been
on personal lines. While I expect that to continue, commercial insurance is also ripe for some
operational transformation. If we take commercial renewals, for example (which are generally
neglected when it comes to innovation despite
often representing more than 80% of an insurer’s
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total business), a company could create an automated footprint across a number of dimensions
such as premium size, complexity of risk, geography and distribution analytics. It would also
need to define expert responses across a number
of segments, combining layers of insight around
factors such as absolute and relative risk performance of the account; intermediary behaviour;
market norms and large loss potential. In this
way, the expert environment can deploy smart
decisions in relation to whether to automate or
not, as well as in the actions taken.
In order to support such goals, insurers need
an interface layer to support communication
between the Frankenstein’s monster of legacy
systems that often exists. They will also need a
decision framework, a segmentation framework
and a real-time decision engine to quickly collate and output all the analysis taking place in the
background to the end recipient, be it a man or
a machine. The ability to acquire and integrate
data across the layers is also a prerequisite.
Intelligent automation certainly appears to
offer fertile ground for cooperation between
incumbent insurers and technology providers. As
insurtech businesses look more to the opportunities in insurance company engine rooms, those
that can provide or support the ability to better
use internal and external data assets, offer novel
scoring algorithms, and enable cognitive insights
from unstructured data will reap the rewards.
Dave Ovenden is global director of Pricing Product
Claims and Underwriting at Willis Towers Watson
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An ecosystem built
around customers
J O N R U S H TO N : B OT TO M L I N E T E C H N O LO G I E S

The UK’s Open Banking initiative presents an opportunity for financial institutions
to become much closer with their customers

O

pen Banking is a UK-specific initiative that ties into the wider European
Second Payment Services Directive
(PSD2). Launched in January 2018, the initiative has had a reasonably soft start, but I believe
it represents the promise of a new ecosystem
built around the customer.
The key initial focus of Open Banking is about
access to data. Both consumers and businesses
will now be able to access their bank data,
regardless of who they bank with, through a
single interface. For most companies today,
accessing and consolidating this statement
information requires bank host-to-host services, which can be cost prohibitive, especially
for small businesses.

“I see banks as the core
of this new landscape”
Open Banking helps businesses have better
visibility of their own and their customer’s
account information. This enables businesses
to work more effectively with their customers,
suggesting product offerings, lending options
or other services based on this data. With Open
Banking, the retrieval of data and the initiation
of payments will be available 24/7. That’s really
important to businesses, especially those who
rely on round the clock service. Restrictions are
removed and trading can be done in line with a
company’s trading hours.

There’s been a lot of talk about whether
Open Banking will eliminate the relationship
between banks and their customers, but I look
at it the other way around. Open Banking and
PSD2 give banks a way to become closer to
their customers. Rather than just holding cash
and providing products and services, they can
become embedded into the digital lives of their
customers – whether that’s an individual, a
small business or even a large corporate.
The full possibilities of Open Banking won’t
emerge for a few months because it’s a new market with new participants. But I see banks as the
core of this new landscape. They’re anchoring
the funds and as that bedrock, they allow the
client to feel more involved with their financial
planning and control.
For corporates, banks and fintechs, the promise of Open Banking isn’t that one of those
groups will dominate. The promise is that all
three can work together to create a real change
in the marketplace. The first wave of services
around Open Banking is predominantly
focused on retail, small businesses and consumers. But as the Open Banking roadmap matures
and more banks become Open Banking ready,
companies like Bottomline Technologies will
look to introduce more services around its
products, helping businesses across various
sectors capitalise on the possibilities the initiative presents.
Jon Rushton is a commercial product management
director at Bottomline Technologies
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Making the move
to open banking
W I M G E U K E N S : V E R I PA R K

Open banking could help financial institutions to increase
innovation, lower costs and extend customer reach, but only if they
plan and execute their strategies carefully

T

he financial services industry witnessed the
start of a transformation that will fundamentally change the relationship between
consumers and retail banks when the European
Union Revised Payment Services Directive
(PSD2) came into effect in January 2018. The
expansive PSD2 regulation includes numerous
updates, however the requirement for financial
institutions to participate in an open banking
system is by far the most challenging.

“The open banking approach helps
financial institutions to innovate and
create new revenue models”

52

w w w. t e c h n o l o g y r e c o r d . c o m

Open banking is the up-and-coming trend in
financial technology, emerging out of a situation of shifting customer behaviour, regulatory
changes, the threat from digital ecosystems and
the quest for new business models. It is based
on financial institutions signing over the access
rights for their digital assets and services to thirdparty developers, who can use application programming interfaces (APIs) to build applications
and services around the financial organisations.
The open banking approach facilitates greater
financial transparency and helps financial institutions to innovate and create new revenue models.
If executed correctly, open banking technology
will increase innovation, substitute collaboration,
extend customer reach, and lower costs.
When banks are opening up their infrastructure, an API strategy should be considered a
business, rather than an IT, strategy. Giving API
access away for free may drive brand loyalty
and allow the API provider to enter new channels, but it may also prove unsustainable over
time. However, with careful execution, offering
third-party developers free API access may act
as a stepping stone for building both direct and
indirect business models.
One of the biggest hindrances for banks when
it comes to adopting an open banking approach
is core banking systems. Owing to the complex
nature of these legacy systems, dealing with
core banking processes is time consuming and
expensive. It is possible for banks to redesign
this core infrastructure, but this is an equally
costly and long-drawn-out process.
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The Banking Industry Architecture Network
(BIAN) is working to address the design issues
of core banking systems, seeking to establish a
reference framework that identifies and defines
IT services in the banking industry. BIAN’s
framework represents an opportunity for banks
to facilitate legacy system replacement and
consequently, to improve business agility and
reduce integration costs.
VeriPark is a member of BIAN and, now that
the majority of banks have also joined the community, it has seized the opportunity to use its
industry expertise and architectural agility to
help define a revolutionary banking technology
framework that standardises and simplifies core
banking architecture. In addition, VeriPark is
committed to using the open banking and payment standards that have been set by BIAN.
VeriChannel from VeriPark offers a secure, unified platform that empowers organisations to manage seamless, consistent and engaging customer
journeys across multiple customer touchpoints.
Banks can use VeriChannel to standardise their
web, mobile, kiosks and ATMs services according

to BIAN’s open banking standards. Meanwhile,
companies using the VeriChannel Omni-Channel
Banking solution will be able to use VeriPark’s
standardised connectors to provide feature-free
APIs to third-party developers so they can build
applications and services.
Mixing up APIs, financial data and other
technologies will create endless possibilities
for the banking industry. Open banking will
also benefit both businesses and consumers by
giving them new insights that will help them
to better manage their money and by allowing
them to access products that may not have been
available before. By providing easier access to
financial services, cheaper overdraft services,
more innovative ways to perform financial
operations, and improved comparison services
for loans, mortgages and insurance, banks will
be able to deliver more personalised or tailored
financial services that better meet customers’
individual behaviours and lifestyles.

VeriChannel helps
banks and other
financial institutions
to standardise their
services according to
BIAN’s open banking
standards

Wim Geukens is managing director
of VeriPark Europe
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Innovative insurance technology backed
by industry insight
We combine technical expertise with a rich understanding of the
insurance industry to provide robust, innovative and cost-eﬀective
solutions that span the insurance value chain.
An unwavering focus on the needs of customers has made us one of
the largest providers of actuarial software. We help clients to improve
performance, manage risk and safeguard solvency.
We live insurance.
Find out more: willistowerswatson.com/ICandT

willistowerswatson.com

