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The resilience of industries across the world is being tested by COVID-19 and the lockdown. Banks are
working towards navigating the uncertainties cast upon them through 2020. Retail banks have shifted
focus towards customer centric processes and integrated risk management. Adapting to the shift in the
way businesses are done, the new normal, banks have shuffled their priorities as well - cost and digital
transformation along with increasing customer engagement levels [virtually].

The banking industry is being pressured by twomajor forces: a complete shift to digital processes and
the increasingly stringent regulatory norms that require a whole new level of data governance. Both these
need to be addressed if banks wish to stay ahead of the game,
and offer customer satisfaction.

In order to sustain and stand apart, banks
are rapidly exploring and adapting
technologies to transform themajority of
their basic operational models. In fact,
across industries, digital transformation has
been identified as a priority. To complete
the transformation journey successfully,
banks need innovative technology-based
solutions that will ensure they are
compliant towards the changing
regulations, boost efficiency, optimize
operational cost and subsequently increase
business growth. The entire journey begins
with managing and analysing the large
volumes of data.

Overview

Banks are embracing the use of advanced technologies including Artificial Intelligence and Machine
Learning, Big data, Predictive Analysis, Cloud computing, Robotic Processing and overall integration to
automate compliance processes, meet regulatory requirements, improve operational efficiency andmore

Over the last decade or so, the definition of a digital bank has evolved. About a year ago, McKinsey & Co.
proposed a definition: ‘Where digital becomes not merely an additional feature but a fully integrated
mobile experience in which customers use their smartphones or tablets to do everything from opening a
new account andmaking payments to resolving credit-card billing disputes, all without ever setting foot
in a physical branch’.
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The global business environment has seen drastic
and rapid changes over the past few years. These
changes have touched virtually every single
industry and entity in the business world and
banks have been no exception.

Disruption is the buzzword and banks
have been forced to change to align to
new realities - new entrants offering
innovative and fast services, new
channels of interaction, and new
technologies to be incorporated in order
to stay relevant.

The landscape around the evolving forces of
customer expectations, ever stricter regulatory
requirements, new technologies, demographics,
new competitors and shifting economics are a
few elements that are constantly changing.

Current challenges in the
banking sector

Increase in competition
The competition in the area of retail banking has increased phenomenally. There are many
players vying for the same customers - community banks, credit unions, FinTechs, and national
banks are all in the fray. With almost all banking transactions possible online, banks are no
longer limited to a particular geographical area. Their only limiting factors today are the
prevailing banking regulations, the limits of the technology that they deploy and their own
advertising budgets. Unless retail banks adapt and begin to use analytical tools to identify and
focus on niche and lucrative segments, they could soon be left behind.

The silo trap
One of the challenges that have dogged the retail banking sector is that their products have
always been launched andmanaged in silos - without any synergy to the rest of the retail
sector. This has led to a fractionalized business model where individual
lines of products have operated with little to no contact between even similar product lines.

Online banking often has no connection to the bank’s brick andmortar branches. Operating
from these silos results in servicing and cost inefficiencies as well as a seeming lethargy in
adapting to market changes. It is essential that bankers look to integrate their operations with
a focus on customers rather than on products to consistently meet customer demands and
reduce costs regardless of channel.

Here’s a look at the current challenges that the retail banking industry faces:
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The speed factor
Traditionally the financial services sector has been slow tomake any changes to their
products, processes or ways of working. However, the pace of change in the sector during the
last decade has forced the current players in the field to rapidly increase their pace of change
to their processes. This has involved a sea change to the entire decision making process and
the speed of execution of the strategy decided upon. While larger andmore hierarchically
structured organisations are still fairly slow and siloed, to compete in the future, these
organisations will need to develop the agility and speed of cross-functional decision making
that will effectively rival that of their smaller but lightening quick peers.

A unified customer approach
A complete and thorough understanding of the entire customer lifestyle across channels and
products is essential for retail banks to effectively address the needs of their customers. Apart
from focusing on driving enhanced and better customer experiences, it is also critical that
bankers increase customer loyalty and reduce churn. The traditional, time-intensive market
research cannot provide inputs in real-time and bankers need to harness the power of
emerging technologies and use innovative approaches to keep pace with the market
requirements to drive fast decisions.

Innovation
Today’s FinTech’s are quite literally showing the established retail banks how it’s done. These
agile and flexible new entrants are winning because they are developing innovative ways to
serve customers better by creating new products and services that are tuned to serving
customers in the current reality. Retail banks today are often restrained by a strong status quo
and legacy systems. However, this is seeing a change with banks beginning to invest strongly
in product innovation related to digital channels. Retail banks are therefore looking for
innovative and smart ways to finalize their investment strategies while minimising risk and
ensuring a reduction in operating costs.

Cost reduction
One of the constants in the banking ecosphere is the constantly changing regulatory norms. As
regulations become stricter and regulatory pressures increase, banks are left with no option
but to spend a large part of their budgets on remaining compliant and building more advanced
information security systems to meet growing cyber threats. It is therefore, but inevitable that
banks are looking for every opportunity to reduce costs.

Improving customer centricity
In a recent study, 30% of bank leaders mentioned decreasing customer loyalty as their prime
concern. In an ecosphere that has proven that customer centricity is the order of the day, it is
essential that banks deliver personalized products and services of the highest quality in order
to gain market share and achieve growth. Banking customers too, want to communicate and
access information on their terms and on channels of their preference.

Research by the EFMA andMcKinsey showed that by 2021, 80% customers would fall into
what they called the “self-directed segment”. This stresses the critical need for banks to drive
their organisations towards meeting the evolving needs of customers.
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Employee engagement and retention
Innovative thinkers and strategic planners are imperative to improve data
security, develop new customer-centric solutions, market products to new
customer segments, and remodel internal processes to improve efficiency. It
is imperative that banks showcase their strengths and opportunities with
attractive career paths for the smartest talent so that they can attract the best
talent who will remain loyal and driven.

A digital tipping point of sorts has now been reached. With almost all transactions possible online, banks,
driven by customers expectations have seen bankingmove into the anytime, anywhere space. With
customers not needing or wanting to travel or to wait in line to conduct transactions, footfalls have fallen
at all bank branches. Banks have been focused on right-sizing of staff at branches to minimise costs.

08
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01 Developing a customer-centric business model

Banks today have only a fairly rudimentary understanding of their customers whereas the product set is
cast and complex. If they are to succeed, and grow their business and revenues, they will need to turn this
around. Those who aim to succeed will need to develop amuchmore complete understanding of their
customers and will also need to radically simplify their product set. This will enable them to deliver a
significantly enhanced customer experience. The strategy must be to begin with understanding customer
needs and not with products and pricing.

A PWC survey indicates a growing awareness, but a significant gap in preparedness. Sixty-one percent
of bank executives say that a customer-centric business model is ‘very important’, and 75 percent of
banks are making investments in this area (this pattern is consistent globally). Yet only 17 percent feel
‘very prepared’.

Areas of significant effort over next 5 years

Customers are redefining their expectations of their banks. Bringing in their experiences from other
industries, customers want convenience, personalization, accessibility and ease of use. They expect
complete transparency and no surprises in terms of fees. While banks know that providing better
customer experience will ensure greater customer loyalty and improved revenues they will need to be
able to understand their customers’ needs, be present with a relevant solution at the time of need,
simplify their product sets and redesign their core processes from a customer point of view.

Enhancing customer data collection

Evaluating bank performancemetrics & best
practices from customer viewpoint

Allowing for increased customer
choice in configuring product features,

including pricing

Using social media to monitor customer
preferences

Conducting customer segmentation using a
dedicated group that supports strategy

development across

Offering a mix of self-directed and personal
interaction channels to customers

Creating a flexible and agile product
portfolio adapted to customer segment

Creating and filling an executive-level
Customer Strategy Officer position

54%

53%

50%

48%

44%

41%

38%

15%

Six priorities for 2021 and beyond

01 / 06

Source: PwCbanking 2020 survey
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02 Optimizing distribution

It has been well documented that banks with the best branch coverage have dominated their markets and
have gained amore than significant share of the market. In the coming years, banking has been analysed
to shift to direct banking with the leaders offering anytime, anywhere service and fully utilising all banking
channels in a unifiedmanner. New branch formats will emerge and will see an increase in third party
partnerships aimed at driving sales and cutting costs.

Optimised distribution

There is a very strong inclination towards the merger of smaller, regional and community banks with
bigger banks. This will help the bigger banks to consolidate their market position, increase their outreach
and look to grow revenues as they bring an array of innovative products to customers of smaller banks. At
one timemany banks sought to locate branches at prime locations in order to portray their strength,
stability and safety.

The emergence of ATMs, telephone banking and then internet banking increased customer convenience
and greatly expanded the reach and ease of transactions with banks.

For example in the US, banks have already reduced staff – from 13 FTE per branch in 2004, to an average
of less than 6 today. Quite simply, branch distribution is ripe for digital disruption.

Globally, 82 percent of respondents feel that their organisation’s distribution
model needs to change (90 percent in emerging markets). Up to 59 percent of
respondents expect the importance of branch banking to diminish
significantly as customers migrate to digital channels, and 48 percent expect
branch banking to change significantly by 2021.

02 / 06
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Global Banks

National Commerical Banks

State-Owned Banks

Regional Banks

Community Banks/ Credit Unions

Non-Traditional Retail FS Providers

Most threatened Benefit most Source: PwCbanking 2020 survey
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03 Simplifying the business and operatingmodel

In the face of increasing customer expectations, constantly changing regulations and stagnant
shareholder returns, the time has now come when banks are left with no option but to simplify.
Simplification needs to be experienced in products, channels, the organisation and its operations. This is
nomean task – but ensuring that it is planned correctly and deployed effectively, it will deliver an overall
improvement in customer experience, structurally lower costs and reduced levels of operational risk.

A majority of executives believe they need to simplify

From a customer perspective - most banking executives believe that their banks must simplify products,
channels and prices/rates.

From an internal, banking perspective - a majority of executives believe they need to domore to simplify
their technology, their processes and their back offices.

With rising customer expectations, increasing costs of regulatory implementation and competition
increasing, banks need to start doing things differently to make a change. Doingmore of the same old
thing just won’t work anymore.

03 / 06

Today, a majority of banking executives i.e. 53 percent, believe that
simplification is very important. And, 70 percent of them are already making
some level of investment in simplification. However, only 17 percent feel that
their efforts at simplification have resulted in the organisation being well-
prepared.

0% 10% 20% 30% 40% 50% 60% 70%

Back Offices

Processes

Technology

Prices/Rates

Channels

Products

From a customer perspective From an internal perspective Source: PwCbanking 2020 survey
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04 Obtaining an information advantage

It is critical that bankers get this right. Those who are able to move quickly will ensure that their banks are
competitive in every area – customer experience, underwriting and pricing, operations, risk management
and financial/ cost management. Not many banks are expected to be able to either move quickly or to
master the skills to integrate, analyse and act upon the insights from the ever increasingmass of data. It is
highly probable that only the largest banks will be successful and this could see the emergence of third-
party providers to emerge to help the others.

Thanks to emerging technologies and better data handling capacities, both customers and banks
generate more data than has ever been generated in the past few years. Those at the head of the game
will be able to harness, analyse and use data from traditional sources (such as credit scores and customer
surveys) as well as non-traditional sources (such as social media, and cross-channel bank customer
interaction data) to build more rigour into their operations. Bankers will need to develop advanced
analytics capabilities to integrate this vast library of data, analyse it and create actionable insights.

Banks will enhance their credit,
risk and pricingmodels (adding,
for example, social media
reputation scoring). For
example, a bank may be able to
detect the beginnings of
trouble at a small business, well
before receivables and turnover
start to show signs of weakness,
by identifying negative trends
in social media – enabling a
much higher quality of risk
management and customer
service.

Finally, banks will develop a
much more sophisticated view
of their cost structures and the
key drivers of that structure.
They will use analytics and
benchmarks extensively to
constantly measure
performance with defined
metrics and ‘best in-class’
competitors.

04 / 06

Up to 57 percent of bank executives consider these capabilities to be very
important (with 92 percent considering them very or somewhat important).
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05 Enabling innovation, and the capabilities required to foster it

One of the single most important factors driving growth in banks is innovation. However, banks are not
well known as places of innovation and creativity and not the first choice for top engineering or
innovative talent. Banks need to incorporate a complete change in mindset.

Things to action:

The emergingmarkets
have a lot that they’ve got
right and the developed
world executives will do
well to learn from them -
particularly once the new
regulatory framework
stabilises. It is expected
that the large global and
national banks will
benefit the most and that
smaller community banks
and credit unions will feel
the greater threat.

Innovation will be the single most important factor driving sustainable top and bottom line growth in
banking over the next five years. Innovation is not just the introduction of new products or a new
customer experience, but doing things differently across the entire business model including
transforming the business model itself. Innovation within the banking industry is considered to be
somewhat or very important by 87 percent of respondents, yet in stark contrast, only 11 percent believe
they are very prepared.

05 / 06

There are significant regional differences – over 60 percent of executives in
Asia-Pacific and the emerging markets view open innovation as very
important; however, only 40 percent of European executives and 28 percent of
US executives agree.

Attract the best
talent

Retain their top
performers

Develop agility in
development

processes

Be open to
partnerships with
other institutions
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Banking executives have revealed that their
main focus areas for innovation are

Whereas in Asia-Pacific, there is

The emergingmarkets place more focus than other markets in every area (all above 64 percent), with the
greatest focus being on innovating their core platforms (67 percent).

57%
Customer

interfaces and
channels

44%
Less focus on
interfaces and
channels

53%
Customer need
identification

59%
Muchmore
focus on

52%
New products

52%
Core platforms

USA

Europe

Acia-Pacific

EmergingMarkets

Very prepared Very important

Open innovation – importance and preparedness

07% 28%

06% 40% 18% 62%

61%14%

Source: PwCbanking 2020 survey



13

06 Proactively managing risk, regulations and capital

When capital was plentiful in the past, issues related to conduct were minimal. However, with the flow of
capital slowing down to a trickle, regulators view all issues with a steely eya and are quite inflexible in their
demands to improve compliance, reporting, and the underlying business processes and data. This has
resulted in bankers taking a more realistic and pragmatic approach to regulatory mandates. It comes as
no surprise that executives from all regions consider this as critical, with 64 percent stating this as very
important. But, a very few (only 22 percent) consider themselves well prepared.

Among themany blocks to addressing these issues, are the level of financial investments required as well
as technology constraints. The global regulation of capital, liquidity and related requirements will keep
changing and ultimately force globally active and/or systemically important banks to meet even higher
regulatory standards. All of these requirements necessitate alignment of risk appetite, capital planning
and adequacy assessment, recovery and resolution planning, liquidity risk management, stress testing
and overall enterprise risk management activities. As a result, this should lead to capital and liquidity
optimisation, which is a competitive advantage for banks that are competing in a highly capital-stressed
environment.

Banks that have understood the enormity of the situation are taking a proactive approach to addressing
the challenges in a systematic and disciplinedmanner. They will see tremendous benefit from driving
operational efficiencies. Bankers need to ensure that they take a consistent approach to support a sound,
robust and integrated enterprise risk framework. This is pivotal to meeting the changing regulatory
expectations from bothmicro as well as macro-prudential perspectives.
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So, is this change a revolution, or an evolution?

In truth, it is both. each and every sign shows us that it is. Many of the leading bankers are experimenting
and deploying new products, delivery channels and analytics.

The industry has a history of slow change but is now clearly seeing a significantly faster thrust as leading
bankers re-imagine their business and envision a future with a focus on customer centricity and
implementation of relevant emerging technologies to keep ahead of the curve of disruption. We see that
those banks that fail to shift gear will risk being left behind. And to the institution that is able to master
the priorities that are set out above will go, the spoils of victory!

Wrapping up
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Digital Experiences
Create intelligent, data driven,
customer-centric experiences.

Modernised Core
Systems
Integrate technologies like AI, ML and
RPA in banking & financial services for
faster, more transparent and
automated processes.

Improved Productivity &
Operational Efficiency
Automate and transform business
processes for faster TAT, maximised
efficiencies, minimal expenditures and
efforts.

Hyper Personalization
Create intelligent omnichannel
experiences tailored for the segment
of one.

Unified view
Customer 360°: A single window view
of the customer with data unified from
both structured and unstructured
sources, to enable superior customer
engagements.

Multi-channel Account
Origination
Empower customers and agents with
quick, easy and seamless digital
account opening in just a few steps.

Billing Solutions
Billing simplified with cross channel
information integration, multiple
currency transaction capabilities,
product parameters, class, and
catalogue based sanity checks.

Payment Solutions
Provide reliable, secure and user-
friendly e payment solutions, with all
regulatory rules and documentary
evidence requirements enforced.

Self Service Banking
Kiosk
Enable customers to transact,
complete authentications and
verifications, or perform remedial
actions on kiosks, before raising
support requests for faster
resolutions.

We bring you a single ecosystem to discover, prototype, build and run any kind of apps that can be
developed quickly by anyone – developers, business users and citizens. Our ecosystem encompasses
integration, security, protocols for data collection, types of analytics, and support for visualizations to
equip our customers with a level of flexibility they may have never experienced. At Neutrinos we offer
customer-focused digital banking solutions to forge stronger relationships. Some of our offerings
include:

Talk to Us

Neutrinos is an all-in-one, single vendor digital experience platform for building interactive design
models and user-driven experiences across all channels with best-in-class software and integration
capabilities. It combines the speed and ease of low-code development with the flexibility of web for
mission critical applications.

Neutrinos Banking Solutions

https://goneutrinos.com/contact-us/
https://goneutrinos.com/contact-us/
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Neutrinos is a Multi-experience Development company that offers a platform to ideate,
transform, and build complex enterprise applications within days – or sometimes hours.
Neutrinos is headquartered in Singapore and has operations across South Africa, South East
Asia, India, and the USA.
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