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Kelly Switt

Global Head of Financial Services 
Strategy in Strategic Partnerships, 
Red Hat

A leading bank in the UK believes that 
it would cost double digit millions to 
implement negative interest rates, should 
that be required. Such high costs are 
reflective of the rigidity of the core banking 
systems. Huge gaps in the digitalisation 
strategy of financial institutions have 
emerged across the globe.

The epiphany that transformation is about 
more than simply patching-in temporary 
solutions and features for established 
channels has resulted in banks realigning 
their strategy to digitise from within, starting 
at the core of the processing system. 

Not every bank will be ready or willing to 
replace their entire core banking platform. 
Yet, in many ways, the recognition that 
institutions’ decades-old core systems are 
almost like the longest pole in their tent, 
is the first step of reining in digitisation 
strategies to innovate-outwardly, starting 
first with the heart of their infrastructure. 

Overcoming this obstacle will be key in all 
banks’ journeys toward identifying pain 
points, dissolving friction and optimising 
their cost structures.

There is also an unspoken and unresolvable 
challenge in the digital transformation 
journey, this challenge is tied directly 
to human nature and therefore cannot 
be removed – it can only be mitigated. 
Banking has become ubiquitous with how 
we operate, and because we base our 
relationships with the banking industry 
on trust and security, it is very hard for 
these financial institutions to reconcile 
their desire to evolve, with the necessity to 
protect this trust.

Financial institutions can no longer replace 
technology for the sake of replacing 
technology. This type of investment – given 
its expense and significant operational 
ramifications – must align with underlying 
business strategy and therefore satisfy the 
risk-reward criteria that comes with change. 

This is one of the biggest balancing acts 
facing banks today and because there is so 
much on the line, the sector is in grave need 
of leaders who have the courage to push 
forward and take accountability for both 
the successes and failures that their teams 

may have. 
However, this approach must be caveated 
with a condition in order to succeed. If a 
bank fundamentally bases its innovation 
with the customer at the heart of this 
strategy, it is unlikely that any idea will 
be a bad idea. Yet, if the basis of a bank’s 
innovation centres around revenue 
generation or cost reduction, that is where 
the true risk lies.

Whether or not all banks will decide to 
migrate their core banking systems to the 
cloud and shift their golden source of data 
to this new platform, will remain a focal 
point during the next five years. What is 
certain is that financial institutions cannot 
only focus on opening up their architectures 
to technology, they must open their minds 
to it. Banks will have much greater rates 
of success the more they begin thinking 
of vendors as partners and leverage their 
abundant intellectual capital to drive 
innovation from within, directly out to  
their customers.

The battle for the customer and 
innovation will be won by those that start 
to think differently about how they put 
their customer first and work toward a 
community-based, collaborative approach.

Red Hat, Intel and Temenos have a deep 
heritage of enabling innovation in financial 
services and our collaboration offers a path 
to the cloud by unlocking the benefits of 
open source innovation.   
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Cormac Flanagan, 
Product Director for Core Banking 
Applications and Terminals, 
Temenos

Covid-19 has taught us that where there 
is a will, there is a way. Banks have had to 
manage their business in order to service 
their customers in the face of tremendous 
pressure, and their reliance on digital 
channels has highlighted the fundamental 
role of core banking end-to-end.

From our perspective, Covid-19 
crystallised and accelerated the mind-set 
of banks around their entire front-to-back 
digitalisation plans. We have also witnessed 
the level of prioritisation of these projects 
rank higher within banks, as the urgency to 
deliver on these plans rapidly increases.

While core processing capabilities have 
moved up banks’ agenda, it remains a 
measured approach. Financial institutions 
appreciate the weight of replacing the 
heart of their operations systems and are 
thankfully reluctant to scramble or try to 
resolve shortcomings with superficial  
quick fixes.

We’ve seen that size and status of a bank’s 
digital transformation journey is indicative 
of the route they will take when deciding 
whether to replatform, refactor, augment 
or replace core banking systems. 

Large tier one financial institutions have 
demonstrated a real appetite for out-of-
the-box core banking software rather 
than continue to build it as they have done 
historically. They recognise the maturity 
of vendors and are truly improving their 
understanding around the merits of change 
inherent in the solutions with which they 
are presented. This mature reputation is 
also giving banks confidence in the security 
of the cloud and cloud providers, opening 
up ever more opportunities to leverage the 
innovation of SaaS offerings.

Despite traversing new territory, financial 
institutions aren’t shying away from 
innovating in-house, nor are they allowing 
perceived risks - around data privacy for 
instance - to hinder their ability to create. 

Rather, in what can be described as a 
democratisation of ideation, banks are 
efficiently and rigorously working with 
new concepts in order to de-risk and 
dramatically decrease the time taken  
to put that value back into the hands of  
the customer. 

The concept of core banking transformation 
itself is becoming more straightforward 
to replicate both in terms of quality and 
success of outcome. Time to implement is 
always reducing, and the more this change 
is business-led rather than IT-led, the 
greater chances of these projects being 
rolled-out in a successful and timely fashion.

Ultimately, however, as core banking 
transformation means change to the 
heartbeat of a financial institution, shifts of 
this magnitude require C-level sponsorship 
and ownership in order to drive effective 
change. This consistent visibility from 
the C-level down will remain the key to 
successful projects.
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Core banking continues to rank among the 
top technology investment concerns in banks. 
However, there is a fundamental mismatch 
between expectations based on real-time 
consumer experiences and a bank’s ability to 
serve those experiences front to back. 

Introduction
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There is no shortage of effort by banks to 
broach this gap and shore up the end-to-
end consumer experience with emerging 
technologies, but the realisation that core 
banking infrastructure may not be up to the 
task is a bitter and expensive pill to swallow. 
Especially for the more traditional,  
legacy institutions. 

While this epiphany is nothing new, 
pressures brought about by Covid-19 have 
served to exacerbate structural weaknesses 
as banks have scrambled to deliver and 
outperform in a purely digital manner. 
The cost of expediting these projects is 
substantial to say the least, yet, when 
presented with few other options, banks 
overwhelmingly accept as they appreciate 
the speed at which digital newcomers will 
happily step into their shoes. 

The realisation that investment in resilient, 
powerful core banking systems will improve 
banks long into the future certainly softens 
the financial blow. Greenfield banks, for 
instance, are curating the architecture they 
are investing in now to ensure that they 
remain in step with the pace of change 10 to 
15 years down the line. 

The ease with which these digital banks 
are operating and expanding across 
diverse markets also informs how more 
traditional players can approach banking 
into the future. Yet, even the most 
sophisticated technology requires smooth 
implementation in order to profit from its 
offering – this means nurturing and honing 
DevOps agility is equally fundamental to 
both resilient core banking infrastructure 
and client satisfaction.

These opportunities present institutions 
with the proposition: replatform, refactor, 
augment or replace. The age-old dilemma 
is no longer painted with a brush of 
scepticism as banks increasingly see the 
value in collaborating with third parties to 
increase their product offering and view 
modularised systems as a keystone for 
ongoing innovation. 

To deliver the full potential of this 
technology, the way core banking interacts 
with data remains an ongoing concern for 
banks which are being pulled in opposing 
directions by the need to both innovate and 
remain compliant. 

This challenge weighs on latent revenue 
streams and institutions are carefully 
considering whether monetising data 
resources can be achieved without 
compromising customer rights and privacy 
regulations. Optimistically, however, 
banks are entrenching already established 
sustainability strategies with data focused 
technology to deliver more ambitious 
carbon reduction objectives.

Engaging with leading financial institutions 
across the globe, this report grapples with 
the subjects that are front of mind for 
banks of all shapes and sizes as they face 
the unprecedented pressure of a pandemic 
coupled with meeting the breakneck pace 
of financial technology advancement.

This report by Finextra, in association 
with Red Hat and Temenos, explores 
the limitless opportunities firms hold to 
enhance and build upon their core banking 
infrastructure and gathers the views of 
several experts from Alba Bank, BBVA, 
CaixaBank, Commerzbank, Crown Agents 
Bank, ING, Investec, OpenBank, Sberbank, 
Société Générale, Standard Chartered and 
Varo Bank.
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At first glance, the premise of attempting 
to satisfy ever-more demanding consumer 
expectations seems an obvious pursuit. Yet, 
delivery of these products in the timeframe and 
friction-free format that customers crave isn’t 
always possible, due to the incongruence of 
ill-equipped core banking architecture and the 
advanced capabilities required to launch new 
products and services. 

Covid-19 and the  
economic climate
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Party in the front, business in the back

Ezequiel Szafir, CEO, Openbank, believes 
that core banking does not need to be 
an obstacle nor an enabler of real time 
services per se. “Many legacy banks have 
put in place, for example, data lakes that 
allow some services to run real time. It is 
not necessarily efficient, but certainly does 
the trick.”

Rather, Szafir recommends that there needs 
to be a clear split between legacy banks 
and digital banks, given their fundamental 
differences. He compares the monolithic 
‘do it all’ pieces of software of legacy 
banks with the technological architecture 
of digital banks, such as Openbank, which 
push the business logic to the front in the 
form of microservices. This has the effect 
of reducing the role of the core banking 
system to that of a ‘system of record’.

“In the new world, the core banking system 
is just one more system, albeit still a very an 
important one. I would argue that naming 
it ‘core’ is a reflection of a past way of 
thinking and technology paradigm. Today 
the core banking system is more like an 
enterprise resource planning (ERP) system 
of a large business: it is important, even 
‘mission critical’, but it is not the ‘core’ of the 
business and its technology.” 

Of more value these days is the bank’s front 
end. While historically the web and app 
were designed to enable clients to perform 
certain tasks or operations that would 
otherwise happen over the telephone or at 
a branch, Szafir believes this challenge of 
enabling face-to-face operations online is 
one of the past. 

The challenge at present is to effectively 
digitise the business beyond branch 
operations because, as we know, these 
attempts of digitising branch operations fell 
well short of properly enabling the business 
to enact what tech companies are excelling at: 
attracting, engaging and retaining customers. 

“For us at Openbank, the front end is 
the whole software layer that of course 
includes web and apps, but also the 
business logic with microservices mesh, 
and the data layer, that should act as the 
single source of truth. These elements 
are the new core because they are indeed 
core to the ability of a digital bank such as 
Openbank to attract, engage and retain 

customers without the need of an extensive 
branch network.”

Openbank’s approach appears to be paying 
off, experiencing significant growth during 
the first eight months of 2020 and now 
ranks among the fastest growing banks 
(by customers) in Spain and along with 
significant boosts in its brokerage accounts 
and loan book which Szafir argues proves 
that the model of structurally profitable 
digital banking is working.

Having their cake and eating it too

Despite a key mantra of meeting consumer 
expectation, Szafir believes that digital 
banks are not always able to meet their 
own goals and unfortunately suffer the 
limitations of a new industry. Most digital 
banks have fallen short of becoming official 
lending institutions, and therefore limit 
their offering to (mostly) free current 
accounts and cards. But is this enough?

“Banks, by definition, have to help 
customers to save, borrow and pay. Most 
digital banks have decided against or failed 
when attempting to enter the lending and 
saving businesses. This decision has deep 
implications in the business model, one 
that incumbent banks cannot and certainly 
do not want to replicate: that of a single 
product firm that offers its only product 
for free, as a loss leader, without other 
products in their portfolio to cross sell and 
provide profitability.”

A simple technology stack is a further 
implication of the single product stance 
that digital banks have taken, which while 
efficient and low-cost, may not have the 
ability to scale. 

It’s like opening a small baguette store to 
sell (or give away for free) next to a big 
baguette store. Clients will abound, Szafir 
analogises, and the more baguettes you 
hand out free – all financed by venture 
capital partners with equity money – the 
more the customers will want. Customer 
satisfaction will be at an all-time high, 
but in order to meet growing overheads 
like refrigeration, a bigger shopfront, 
shelving, your costs will soar. This is where 
newcomers face a conundrum.

On the concept of this incongruence with 
consumer demand and tech delivery, Deep 
Varma, chief technology officer at Varo 
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Bank agrees, noting the mismatch driven 
by how the tech has evolved over the last 
decade and how consumers are expecting 
their banks to adjust with their needs. 

“There is always an issue with laggards as 
consumers’ expectations are pressuring 
banks to satisfy their individual needs. 
The mismatch is driven by the customer’s 
expectation, and we’ll see it continue like 
this for the foreseeable future. Banking is 
the focus for this at present, and that’s why 
there is so much investment going into core 
banking platforms.”

Speed, convenience or  
high-touch service?

Though it’s true that there is not one single 
formula or answer for all banks, Jack Jones, 
head of private clients at Investec, agrees 
with the premise that innovations in core 
banking, especially those in the retail space, 
have typically been in favour of supporting 
the industry’s movement toward more digital, 
branchless experiences to meet the demands 
of the modern, tech-savvy banking client.

However, his position diverges on the topics 
of private banking: “While advancements 
in core banking technology may help to 
improve digital capabilities and streamline 
back-office operations, there is still a real 
desire from private clients to speak with 
their private banker on a one-to-one basis. 
Prior to Covid-19 these interactions were 
taken for granted.

“Now, with an increasingly remote 
workforce at Investec, we have had to 
consider how our bankers can maintain the 
high-touch, relationship-driven experiences 
our clients require, and how any future 
investments in technology we make will 
support our new ways of working.”

Further East, Russian bank Sberbank 
argues that the realities of 2020 prove 
that offerings need to be available through 
digital channels which cater to the online 
lifestyles of customers.

For instance, during the pandemic, the 
options of issuing and using bank cards 
without going to bank branches proved 
to be very popular among the bank’s 
customers. Simplicity and convenience are 
driving up the number of customers using 
contactless payments, and the number 
of smartphone users making contactless 

payments more than doubled within a year.
Sberbank boasts over 62 million users on 
their mobile app for retail consumers, while 
their online banking solution, SberBusiness, 
relays that its active users are in the realm 
of 2.3 million – a sizeable proportion of 
Russian businesses.

“Behaviour patterns are changing and so are 
customers’ tastes. We see that our clients 
require products within an ecosystem to be 
secure and convenient but would also help 
solve a whole range of day-to-day questions. 
The future is in the hands of ‘ecosystemic’ 
corporations, as the global technological 
transformation is irreversible.”

Alongside, or perhaps a result of, answering 
the expectations of clients across their 
retail and corporate offerings, another 
underlying factor for Sberbank’s unabashed 
success is speed to delivery. Popov argues 
that the “winner” will be the bank which 
generates and implements solutions quickly. 

The architecture and computing power of 
the Christofari supercomputer launched 
last year by Sberbank for example, lets 
stakeholders train models based on deep 
neural networks in record time. The use of 
supercomputer resources like Sberbank’s 
is expected to improve the efficiency of 
problem solving in a wide range of areas, 
including natural language processing, 
computer vision, automated decision-
making, risk assessment and management, 
fraud detection, predictive analytics, 
creating voice assistants and chatbots.

Currently the only company in Russia with 
a proprietary technological platform after 
launching last year, the bank is shifting its 
products to the new infrastructure piece  
by piece. 

“The backbone of the ecosystem is the 
single technological platform that helps 
us shape the best offer based on open 
interface and code, artificial intelligence, 
cloud technologies and big data analysis. 
Within the ecosystem we can offer both 
our own products and the products of 
external providers.  A client will navigate 
through it with his unique SBER ID.”

Sberbank’s strategy to enter new markets 
is either to develop its own proprietary 
service or partner with another company 
to gain the required expertise. Sber also 
conducts a number of accelerators and is 



1
2

  |
 T

h
e 

Fu
tu

re
 o

f C
o

re
 B

an
k

in
g

01
  |

  C
ov

id
-1

9
 a

n
d

 t
h

e 
ec

o
n

o
m

ic
 c

lim
at

e

a co-investor in Fort Ross Ventures that 
invests in IT startups in the US, Israel and 
Russia. This fund is actively looking into 
startups at various stages and would help 
them develop and put their products into 
the market, potentially even the Sberbank 
ecosystem itself. 

Have incumbents brought knives to a 
gun fight?

2020 has been a challenging year on many 
fronts and a comprehensive reassessment 
of resource allocation has meant many 
existing projects have been re-prioritised. 
Justifying the significant expense of core 
banking transformation for traditional 
banks has arguably never been easier, yet 
the ramification of delays to cost-to-income 
has never been graver. 

Some view the uphill battle of competing 
against newcomers such as Varo, a digital 
bank from day one, as bringing a knife to a 
gun fight. First and foremost, cost of delivery 
for digital firms is comparatively minute 
given the absence of brick and mortar 
overheads and legacy infrastructure drains. 

Deep Varma, chief technology officer at Varo 
Bank, observes: “We’ve been able to continue 
delivering more value propositions to our 
customers because our cost of infrastructure 
is low. We didn’t see any spike up or down 
during Covid-19. In fact, Covid has proven 
our mission and purpose is working well 
with customers. We’re continuing with the 
launch of our new technology stack and we’re 
expecting the cost of our infrastructure to go 
down further.”

Varma explains that Varo’s overarching 
mindset is a fundamental differentiator 
between its digital cohort and incumbents. 
When designing for the future, Varo’s 
approach is to prioritise its mission and 
purpose of putting the customer first. 
Technology is considered the enabler for 
driving this core mission.  
“The way we designed our architecture 
was by thinking about how to decouple the 
client side from the business logic from the 
database layer, all with a mindset of plug-
and-play because technology is going to 
keep evolving and we need to be able to keep 
up. If you have a strong foundation you can 
build two, three, five floors on top. If your 
foundation is weak, you’ll always have to find 

band-aid solutions in order to survive.”
Varo also integrated other measures into its 
foundational layer including microservices 
architecture, the use of scaling technology and 
embedding security in the platform from the 
outset, all with a goal of innovating faster and 
improving delivery time to their consumers. 

Pace of innovation may be attractive in 
theory, yet the challenge of transforming a 
bank’s legacy infrastructure is not achieved 
overnight. Despite the pressures of 2020, 
Openbank has been able to capitalise on 
its advanced core banking strength and 
presents a warning signal to other banks 
that this evolution is a long journey that 
should be measured years, not months. 
“For that reason, any bank getting the 
wake-up call only now with the Covid-19 
pandemic is in trouble, because they are too 
late,” says Szafir.

“Banks that have not embraced emerging 
technologies are at a clear disadvantage in 
many ways beyond cost: they have to spend 
more time (they are slower to compete) 
and more capital to launch new products 
and to adapt to new regulations such as 
the Revised Payment Services Directive 
(PSD2), new products and services that 
require real-time capabilities are out of 
their reach, amongst others.”

Szafir theorises that perhaps the only way 
forward for legacy banks is to follow the 
likes of Santander or DBS, both of which 
started the digitisation journey years ago 
are now well advanced not only on front-
end, but also have made important inroads 
in the process of core transformation. They 
have achieved this by increasing efficiency 
and reducing operating costs such as 
sizeable server virtualisation projects and 
the move of data to the cloud to enable 
real-time services.

“For that reason, any bank 
getting the wake-up call 
only now with the Covid-19 
pandemic is in trouble, because 
they are too late,”

�Ezequiel�Szafir,� 
CEO, 
OpenBank
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Given the centrality of mitigating costs where 
possible, it is only natural that both digital and 
traditional banks will seek to leverage new 
technologies which promise to reduce their 
footprint of expenses. This isn’t an entirely 
simple task however, as incumbents operating 
in mature markets often carry structural 
shackles and struggle to embrace emerging 
technologies with the pace and ease  
of challengers.

02 | 
Innovating within  
banks’ means
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Leveraging technology vs. mitigating 
costs

There are arguably countless ways for 
banks to use emerging technologies, 
according to Cristina Lázaro, head of 
CaixaBank Business Intelligence, with 
artificial intelligence (AI) and machine 
learning (ML) perhaps the most fashionable 
in the industry. In the short term, AI tools 
can help simplify and personalise client 
services and thus enhance customer 
experience, as well as reducing banks’  
cost footprint. 

A subset of ML, natural language processing 
(NLP), which powers robo-assistants and 
chatbots, is also ubiquitous. These tools can 
interact either through text or voice and 
rely upon advanced NLP systems to turn 
the complex human verbal expressions into 
machine-readable data, which allows the 
computer to promptly answer queries in a 
language that humans understand. 

Lázaro says that ML has also found practical 
applicability in the banks’ day-to-day client 
servicing processes such as the automation 
of payment processing, which results in 
significant operational and cost efficiencies. 

Further to this, as another important use 
case for business, CaixaBank developed a 
ML-based system to estimate the optimal 
product offer for each client based on their 
sociodemographic and financial profile, 
browsing behaviour and use of payment 
methods. The bank is using this engine to 
personalise both the outbound marketing 
and the browsing experience of their clients 
across different platforms.

Deep learning techniques such as natural 
language processing are also attractive from a 
personalisation point of view, while a quantum 
computing framework that combines 
quantum and conventional computing in 
different phases of the calculation process 
has been used by Caixabank to classify credit 
risk profiles. This has helped to improve risk 
scenario simulations and augment machine 
learning capabilities.  

Lázaro caveats that while these 
functionalities and tools offer immense 
potential, it is important to remember 
that to capitalise on these innovative 
technologies, banks first need to de-silo 
their data and create a single data universe 
– this is of particular importance in the case 
of incumbent players.

CaixaBank has consolidated its 17 data 
marts into one, which holds over 1,200 
terabytes of information and can handle over 
12,000 transactions per second during peak 
hours. This enables the advanced analytics 
and business intelligence required to extract 
value from the data and providing the 
agility required to drive future digitalisation. 
Consolidation of data such as this will be 
key as technology will continue to act as the 
main competitive differentiator for banks in a 
crowded marketplace.  

Jack Jones of Investec, emphasises an 
alternate corridor of difficulty for firms 
attempting to leverage these opportunities, 
rightly observing that our progress has 
highlighted how immensely challenging it 
is to replicate human interaction. Jones 
argues that technologies such as those 
mentioned above certainly play their part 
to automate menial, time consuming tasks. 
However, they will never truly replace their 
human counterpart. 

“This is particularly true in light of the 
pandemic, where more people are seeking in-
person reassurance and support, particularly 
when they have complex financial needs. For 
any future investments in technology, it will be 
crucial that these either augment, or enhance 
the bankers’ ability to build relationships with 
their clients.” 

“For any future investments in 
technology, it will be crucial that 
these either augment, or enhance 
the bankers’ ability to build 
relationships with their clients.”

Jack Jones,  
Head of Private Clients, 
Investec
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What’s eating the bottom line?

Steven Marshall, chief commercial 
officer of Crown Agents Bank, points 
to the expensive branch networks that 
incumbents typically have to maintain and 
are therefore obligated to use as their local 
correspondent – with the local payment 
partner inevitably being the local branch.

Something that Crown Agents Bank 
discovered when delving into payment 
capabilities and the strength or weakness of 
potential payment partners, is that relying 
upon the brand name international banks 
isn’t always the best course of action. The 
reality is that many of them are challenged 
with the same settlement issues that other 
domestic banks face. 

Rather than having a physical branch 
presence, Crown Agents Bank looks at 
each country to determine ‘best in breed’ 
providers and weave a patchwork quilt 
of different banks in different countries, 
different mobile network operators and 
different fintech tech partners.  Through 
this model, the bank believes it can create a 
network that is most fitting to clients’ needs 
which for Crown Agents Bank, has been a 
breath of fresh air in stepping away from 
incumbent banks’ processes.

Being a boutique bank, Crown Agents Bank 
isn’t trying to be all things to all people. While 
diversification across multiple revenue 
streams is great, “it doesn’t allow for us to 
be laser-focused in emerging and frontier 
markets. For us, specialising in FX and 
payments has been the laser focus.”

“We also keep costs constrained in such an 
environment through partnerships. We don’t 
look for a huge number of partners, but we 
look for those which can help us extend our 
reach and provide reciprocal benefit.”

Crown Agents Bank takes a strict approach 
to its partnership model, which they 
depict as first and foremost, being about 
controlling costs to ensure that its precious 
engineering and network resources is 
committed across the areas where we can 
maximise the most.

According to Sberbank, technologies like AI 
and the use of biometric systems help clients 
save time on interacting with the bank, 
freeing it up to solve challenges faced by 

their business. The data of voice recognition 
systems once collected, transcribed and 
analysed is used in order to improve the 
service quality, and to understand what 
Sberbank clients like and dislike. 

Anatoly Popov, deputy chairman of the 
executive board of Sberbank says that 
the availability and pure power of these 
technologies is increasing every year: 
“What previously could only be used by 
large corporations is now available to small 
businesses. Nowadays it is considered 
as natural and self-evident, although the 
significance of this technological revolution 
still needs to be realised.” 

Speech recognition, for instance, can allow 
100% control in customer interactions 
while text recognition is entirely changing 
the way Sberbank organises banking 
processes. Popov explains that while many 
associate the image of a traditional bank 
with caverns of paperwork, nowadays 
programs extract important information 
from scanned copies of documents - details, 
name, date, number, etc. — and upload it 
to banking systems. The pointless, routine, 
administrative process is a thing of the past.
 
Popov adds that Sberbank is also working 
closely with risk models. “The problem is 
that because the human brain is unable to 
consider all the details and see the hidden 
patterns; it cannot remain unbiased. A 
machine is much faster and more accurate 
in processing data. Therefore, we have 
financial models for assessing risk such 
as the probability of default (PD models), 
models for loss-given default (LGD 
models), a model of free debt capacity for 

“We also keep costs constrained 
in such an environment through 
partnerships. We don’t look for 
a huge number of partners, but 
we look for those which can help 
us extend our reach and provide 
reciprocal�benefit.”

Steven Marshall,  
Chief�Commercial�Officer,� 
Crown Agents Bank
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evaluating additional financing and models 
for selecting the structure of a credit 
transaction. All of these radically improve 
the loan portfolio and reduce delinquency 
to almost zero.”

Far from being alone with facing the 
challenges of onboarding during 2020, 
Sberbank merely requires a biometric 
passport and a smartphone with an NFC 
module for individuals and companies (with 
a single founder) to onboard digitally. The 
Russian bank has also filed a patent for 
an employee management system which 
Popov states has saved the firm billions in 
reducing human error and time resource.

Giving the customer centre stage

Across the Atlantic, Scotland’s new 
challenger Alba Bank puts the customer 
at the centre of its strategy. Iain McBride, 
director of operations, Alba Bank, describes 
that today a typical organisational strategy 
will be developed from a ‘mission statement’ 
and will have objectives based around their 
customers, the management of the business 
and colleague engagement. Before an 
organisation determines which technology 
it wants to invest in, it needs to consider the 
outcomes it wants to achieve.

“Alba for example is going to ‘help 
businesses realise their potential’, so having 
determined that this is what we want to do, 
we then work through how we want to do 
it which will include addressing industry 
issues experienced by competitors.” 

Alba seeks to do away with the energy and 
drain spent on the process of borrowing 
money by businesses. It sees that ‘one 
size fits all’ products deter potential 
customers and the customisation that 
technology now offers means that its 
core banking platform will tailor loan 
products to suit the customers individual 
business requirements, offering flexibility 
and recognising once invisible or ignored 
attributes of customers.

McBride adds that a second key aim of 
the bank is to invest its resources in areas 
that will matter to customers. To achieve 
that, Alba is using technology to maximise 
its self-serve digital capability, minimising 
failure demand whilst being resilient, safe 
and secure. Alba will be a public cloud 
native, digital, but customer focussed bank 
with no physical branch footprint, with a 
business development team that seeks to 
‘take the branch to the customer’.
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When banks set out to design a clear long-term 
strategy which accounts for inevitable product 
upgrades, replacement of initiatives and entry 
into new markets, banks – be they incumbents 
or newcomers – a balance must be struck 
between pushing for what is demanded of their 
services by the market and what is achievable 
given the resources at hand.

Designing infrastructure  
for the future
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Learning lessons from the newcomers

Jack Jones believes there are many lessons 
banks can learn from challengers and Big Tech 
firms when it comes to their approach to financial 
services from a digital user experience perspective. 

“Unburdened by legacy banking technology, these 
players have built on-demand, mobile-driven 
experiences allowing their clients to access their 
finances any-time, anywhere at the press of a 
button and banks should certainly be taking notes.”

Jones says that while this has raised concerns of 
many traditional players, from a private banking 
perspective, one thing newer players will always 
struggle to replicate is expertise and trust. 

Personalised, on-demand experiences may be 
able to provide convenience to a high-net-worth 
private client, but cannot offer a replacement for 
tailored, expert guidance rooted in trust.

“Traditional banks should keep a close eye 
on the developments new entrants and Big 
Tech firms are making in financial services, 
but should also remember the roots of their 
expertise, and the value this can play in 
delivering unique experiences to their clients.”

For its expansion into new markets, Crown Agents 
Bank looked to the experience and strength 
of existing tech for support. The acquisition of 
enterprise business and payment gateway Segovia 
last year was a key step in moving deeper into 
emerging and frontier markets. 

Rather than putting resources into building 
an in-house tech stop, by purchasing the 
Segovia, the bank leveraged the existing tech 
which was then integrated into their technical 
architecture as a result of the engineering 
expertise of Segovia’s team. The payment 
gateway is now becoming the engine for all of 
Crown Agent Bank’s payment channels. 

Build for the future, buy for now? 

Given the diverse approach taken to 
transformation of core banking systems, 
it’s clear that the best path forward isn’t 
always easy to identify or define. What 
suits certain institutions will not necessarily 
suit others, further still, transforming 
from the inside-out may not be something 
deemed necessary for the time being 
at all. In situations like this, banks like 
Société Générale have demonstrated that 
acquisition of attractive services can be the 
savvy route to take for success. 

Referring to the purchase of the Banking-as-
a-Service (BaaS) platform Treezor by Société 
Générale two years ago, Claire Calmejane, 
chief innovation officer, explains that around 
60 neobanks have since contracted with 
Treezor, along with a handful of corporates 
and big techs which are now showing the 
consumer-led style of architecture.

Calmejane insists the purchase has 
proved its value several times over. The 
BaaS platform provides cloud-based 
microservices architecture which allows 
clients to be flexible and very specific in 
how they build the customer journey. 

Boutique services with narrow target market 
currently using the Treezor platform such 
as the payments wallet for teens Banxup 
and SME focused business bank Prismea 
speak to the attribute of customisation. This 
has the effect of strengthening the Treezor 
ecosystem and by extension, the Société 
Générale business model.

The bank also assumes the role of 
accelerator for the roll-out of services on 
the Treezor platform, meaning it bears 
responsibility for regulatory compliance 
across KYC, AML, and anti-fraud.

“This is also very powerful to Société Générale 
to be able to deploy part of our expertise 
in compliance and KYC to accelerate and 
strengthen their business model and services 
of Treezor for its clients, strengthening its core 
infrastructure and architecture.” 

Though an efficient solution, broaching 
the technology gap through platform 
acquisition isn’t the only option, and some 
banks have shown that building or gradually 
tweaking existing infrastructure can deliver 
equally impressive outcomes.  

“Traditional banks should keep a 
close eye on the developments new 
entrants�and�Big�Tech�firms�are�
making�in�financial�services,�but�
should also remember the roots 
of their expertise, and the value 
this can play in delivering unique 
experiences to their clients.”

Jack Jones,  
Head of Private Clients, 
Investec
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Luis Álvarez, head of core banking 
strategies, BBVA, explains that the bank 
has implemented a technological platform 
composed in such a way that they can 
improve the performance of banking 
applications as well as accelerate and 
facilitate the deployment of new applications 
that may emerge into the future.

“This is a hybrid platform that combines 
cloud providers’ infrastructures as well as 
our own infrastructure and also adds value 
offering extra services such as document 
management. BBVA’s goal is to migrate 
legacy applications to this architecture 
modern platform. This migration process 
began approximately four years ago and 
has been accelerated during this last year 
across the entire BBVA footprint.”

Álvarez explains that a successful and 
resilient banking engine today must include 
these characteristics:

1. Use of AI for product personalisation 

2. Migration to the cloud and  
hybrid platforms 

3. Funnelling several ‘specialised’ banking 
apps into ‘superapps’ 

4. Promotion of borderless and seamless 
operations for users globally 

5. A real-time architecture focused  
on events

DevOps agility for responsiveness  
and collaboration

Clean, agile DevOps is fundamental to 
an organisation’s ability to adapt and 
pivot to new contexts. Regardless of how 
sophisticated underlying technology is, 
nimble teams which integrate seamlessly 
across process and product to allow for a 
smooth development and delivery pipeline 
is imperative. 

Société Générale engaged in a stronger open 
architecture strategy which currently and 
materially has three key indicators to gauge 
success. First, the bank is currently at 78% 
usage on the hybrid private and public cloud. 
This is the first step in its journey to be more 
agile in infrastructure and core banking. 

Second, Calmejane explains, the bank has 
launched a strategic program push the 
optimisation of the architecture across the 
group. This is a complex task given its presence 
in 62 countries across 25 line of business. It 
currently boasts around 3000 APIs.

Third, when looking at agility around 50% of 
Société Générale’s teams across the group 
have adopted agile practices such as the use 
of collaborative tools. These converge with 
the adoption of DevOps tools to regularly 
push coder protection in a seamless way 
in line with the bank’s blueprint for agility 
across the group. 

To hone smooth performance of open 
architecture to improve delivery to the 
client, Varo’s approach is much less about 
bringing in third parties to assist, and much 
more about ensuring you’ve built a resilient 
tech stack that is not database dependent. 

From there, the infrastructure or DevOps 
Team must zero-in on their role to proactively 
alerting and monitoring scaling rather than 
it being an afterthought. Particularly since 
the introduction of cloud providers over the 
last few years, the role of DevOps teams has 
significantly evolved which further highlights 
the need for adaptability.

Echoing Société Générale’s drive to deliver 
world class, global reach for APIs, Steven 
Marshall, chief commercial officer, Crown 
Agents Bank believes the whole world is 
focused on APIs and reducing friction on 
payments and cross border payments. 

“From a technical standpoint, we want to 
make it easy for our clients to connect into 
us. Because our clients all have different 
priorities, our aim is to not close anyone off 
which is why we are building our payment 
gateway to be payment agnostic about the 
type of payment instruction it can receive.”

Achieving this objective of a payment 
agnostic gateway brings the question of 
partnership to the fore. Is partnership with 
just one partner and country where that 
interoperability between banks and mobiles 
functions necessary? Or are multiple 
connection points needed in a structure 
which would differ from market to market?
Société Générale uses an API layer which 
connects various bank systems – some 
legacy, some more modern – to create 
maximum flexibility for the bank, and 
ultimately creates maximum flexibility  
for its clients.



2
0

  |
 T

h
e 

Fu
tu

re
 o

f C
o

re
 B

an
k

in
g

0
3

  |
  D

es
ig

n
in

g 
in

fr
as

tr
u

ct
u

re
 fo

r 
th

e 
fu

tu
re

“This type of flexibility and adaptability gives 
us the degree of future proofing, because 
we recognise that payment modalities 
will morph and change over time. And 
having that flexibility in our own internal 
architecture will allow us to really embrace 
that changes and maximise it as it happens.”

Jesús García, head of global software 
developers transformation, BBVA, believes 
that because DevOps implementation 
within banks bears such a significant 
influence across cultural, procedural and 
tech dimensions, all stakeholders and 
current architectures must be kept front of 
mind during any structural changes.

“DevOps consists of transforming how 
we create software in the bank through 
a unique and global model, focusing on 
increasing our productivity, shorten time to 
market and improving quality.”

“Collaborative technologies are crucial in 
DevOps adoption because transparency, 
reuse and collaboration are key elements 
in it. Therefore, after implementing 
DevOps and scale up processes, one of 
the key things to refine for best-in-class 
DevOps agility, is to ensure a measure and 
continuous improvement culture linking 
incentives to delivery, productivity and 
quality KPIs.”

“This�type�of�flexibility�and�
adaptability gives us the degree 
of�future�proofing,�because�
we recognise that payment 
modalities will morph and change 
over time. And having that 
flexibility�in�our�own�internal�
architecture will allow us to 
really embrace that changes and 
maximise it as it happens.”

Steven Marshall,  
Chief�Commercial�Officer,� 
Crown Agents Bank
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Core modernisation is not a superficial 
procedure. The depth and impact of 
modernisation is more akin to delicate 
neurosurgery and the margin for error can be 
just as significant to the health of a bank’s core. 
This immensely complex project coupled with 
the pressure of a pandemic and a market of 
digitally dependent users means the decision 
of how to ‘operate’ is riddled with variables 
and high expectations. 2020 has shown that 
delaying transformation is not an option, the 
single question that remains is whether to 
replatform, refactor, augment or replace?

Replatform, refactor, 
augment or replace?
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Core banking surgery is not to be triaged

But is it a clear-cut decision? Given the 
diversity of approaches being adopted by 
banks across the globe, perhaps the ideal 
solution comes in the form of a melange  
of methodologies.

Beginning with technology, Dr Michael 
Gorriz, group chief information officer, 
Standard Chartered, explains that building a 
strong tech stack has been the cornerstone 
of the bank’s ability not only to survive 
in today’ crowded marketplace, but to 
solidify its front-to-back delivery and drive 
expansion into new markets. Its advanced 
tech stacks are globally harmonised, meaning 
the banks has been equipped not only to 
launch in new markets, but in emerging 
markets that have historically proven too 
complex or laden with risk to enter. 

Having commenced its core banking 
modernisation a decade ago, Gorriz 
explains that like many banks Standard 
Chartered built a three tier architecture, 
characterised by the front-end engagement 
layer, the microservices layer sitting in the 
middle and the back end which holds the 
core banking modules. 

While separating the front and back end 
assists in delivering features to customers 
without too much interference in the back 
end, this process can only deliver function if 
the back-end’s core banking capabilities are 
up to scratch. 

Rather than packing too much into a single 
module, Gorriz elaborates that effective 
modularisation which is encapsulated and 
surrounded with interfaces will allow firms to 
easily add modules for further functionality. 

“Instead of trying to upgrade a monolithic blob, 
banks are left with an organised, orchestra of 
capabilities which are knitted together in a way 
that delivers the desired outcomes.” 

Standard Chartered is doing this by 
implementing a very clear strategy on 
API-based and message -based interfacing 
which creates loosely couple individual 
systems that are much easier to be replaced 
that the monoliths. 

Commerzbank believes augmentation will 
best suit their operations into the future, 
which leverages API technology as the basis 
for this collaboration with new partners 
inside and outside the banking industry. 

Christoph Berentzen, Head of API Banking 
at Commerzbank explains that this 
approach will allow the bank to enrich client 
facing APIs with state-of-the-art features 
while extending its portfolio with products 
provided by third parties. 

“In addition, we value being able to offer 
our financial services to partners or existing 
ecosystems via API in order to enlarge our 
market reach. Especially in the corporate 
client segment we see a high potential for new 
business models by providing banking services 
via API and building up digital ecosystems 
together with the participating partners.”

Are we asking the right question?

Olivier Guillaumond, global head of 
Innovation Labs and Fintechs at ING, has 
a multi-layered  answer to the question of 
‘replatform, refactor, augment or replace?’ 
He argues that any and all of the options may 
be suitable, it depends on the specifics of the 
situation. Starting with the customer, ING 
determines what they need, the value they 
want to bring forward, and the differentiating 
user experience they want to deliver. 

“Provided what we have can provide a 
differentiating customer experience, our 
high-level principle is ‘we reuse before buy/
partner before build.’”

While this incremental view of ascertaining 
what technologies ING or the client has in 
house today and how they can be bridged 
to achieve what it needed, from time to 
time, there is a major change in tech which 
may trigger a re-platforming exercise.
 
“This is not something to be frequently 
embarked upon because it’s a massive 
undertaking, and it is undertaken either at 

“Instead of trying to upgrade a 
monolithic blob, banks are left 
with an organised, orchestra of 
capabilities which are knitted 
together in a way that delivers 
the desired outcomes.”

Dr Michael Gorriz,  
Group�Chief�Information�Officer,� 
Standard Chartered
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the core banking level, or the product level, 
the latter being much more manageable 
given its disconnection from the core.”

In order to carry out these changes, 
Guillaumond explains that the architecture 
must be as granular as possible. For 
example, in the case of APIs having clear 
modularity-first type of architecture makes 
it possible to decouple the business choice 
from the technical choice. Meaning that if 
re-platforming is required it can be done 
without having to change the outside view 
too significantly. 

This flexibility of choice is important to ING 
because otherwise the bank risks being 
held hostage to its own platform limitations.
However, re-platforming isn’t the only 
approach ING is open to adopt. When 
fintechs have already successfully 
commoditised products and services it 
isn’t logical to rebuild something already 
existing. Guillaumond adds that if the 
bank’s architecture is modular it is easier 
to partner so that the service will get to 
market significantly faster than if it is being 
built in house. 

Guillaumond explains there are two key 
ways to go about integrating a third party 
service – the first is to stimulate someone 
to build an attractive value proposition it 
against your own platform specifications 
and open banking portals, or, simply to 
buy an existing service and partner for the 
required customisations.

Taking a more philosophical position, Steven 
Marshall of Crown Agents Bank, posits: “To 
think that our architecture will be the same 
going forward, or even look similar to what 
it is today is probably naïve. The reality is 
that it will be far more modular in its nature  
 

and we will then work to bolt on additional 
product capabilities.” 

“What we don’t want to do is reinvent the 
wheel every time. We want the architecture 
to be fit for purpose and stand the test of 
time, but to be adaptive enough to add in 
functionality rather than have to recreate 
from the ground up. That’s really the 
strength of partnering with or building a 
fintech-type engineering team who can look 
at a problem with a fresh set of eyes and 
find a solution – which is undoubtedly more 
nimble than the traditional banking system.”

Real-time security in the face of change

These projects, however incrementally 
or immediately they are introduced, 
cannot compromise on security. Without 
consumer trust financial institutions don’t 
stand a chance. In the wake of significant 
branch closures across the UK, certain 
firms’ ongoing digital banking woes are a 
stark reminder that consumer patience 
is (understandably) low when it comes to 
trusting that access to accounts will be 
unaffected during digitalisation projects. 

How then should banks ensure a smooth, 
secure and transparent processing of 
transactions? For Caixabank, being able 
to cope with unexpected challenges such 
as the pandemic necessitates continuous 
investment in core banking solutions and 
augmenting the client experience using 
technology on an ongoing basis.

When interaction with clients is limited 
to a reduced number of channels, this 
investment is more vital than ever before.

Cristina Lázaro, head of business 
intelligence, CaixaBank, notes that the 
introduction of chatbots has been one of 
the largest impacts on providing real-time 
solutions and services. User participation in 
both the bank’s web and mobile application 
CaixaBankNow have soared during 2020, 
with daily users of the app growing by more 
than 30% year on year, and its omnichannel 
customer relationship service InTouch has 
reached over 1.4 million customers.

The prevention of risk and fraud are major 
factors for Varo Bank. When embarking 
on the journey toward modernisation, 
the question of whether to incorporate 
this consideration in the core banking 
platform itself, or into a layer which sits 
on top of the platform is not necessarily a 
straightforward decision.

“Provided what we have 
can provide a differentiating 
customer experience, our high-
level principle is ‘we reuse before 
buy/partner before build.’”

Olivier Guillaumond,  
Global Head of Innovation  
and Fintechs,  
ING
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Reaching a decision that aligns with the 
overall mission and purpose of the firm, 
Deep Varma of Varo Bank explains that the 
biggest factor is maintaining consumer trust. 

“People come to us as they feel their 
finances are secure with Varo. When we 
think about this risk from the customer’s 
point of view, it filters through to our hiring 
and our culture focus. Being proactive 
about understanding vulnerabilities 
is essential, and that build A+ security 
systems which offer both offensive and 
defensive strategies must be embedded 
when deploying code into the  
cloud infrastructure.”

Strength, speed and transparency

Many have argued that greater innovation 
leads to greater transparency. Tools which 
work to strengthen the infrastructure of 
ecosystems build confidence and generate 
larger, more consistent payments volumes. 
Yet, according to some transparency is the 
characteristic which must come first. 

Initiatives and core banking projects 
which place transparency at the heart of 
the mission have a natural tendency of 
garnering trust and meeting objectives.
Christoph Berentzen, head of API banking 
at Commerzbank believes innovation can 
be viewed as a result of the interplay among 
implementing the right infrastructure, 
using relevant data or information, living a 
collaborative approach and an open culture. 

“However, innovation should not be 
understood as a target itself. It is ultimately 
a means to increase user value, to provide 
specific and relevant services together with 
other parties (that may also be competitors) 
which provide a benefit to our clients.”

In that sense, open banking can be 
observed as a set of technologies, tools, as 
well as the mindset to engage with others 
to jointly build solutions that create value, 
APIs are an effective means to bring these 
solutions to the client. Commerzbank is 
currently processing around 2.5 million 
external API transactions on average, and in 
parallel have experienced an average of 26 
million internal API transactions. 

For Olivier Guillaumond, global head of 
Innovation Labs and Fintechs at ING, 
transparency is more a tool to build a sense 
of urgency rather than competition. 

“While the tone seems to have changed 
over the last few years, the vast majority of 
fintechs are looking for partnerships rather 
than direct competition in order to create 
a win/win situation: shorten time to impact 
for the banks, improved sales lifecycle and 
lower acquisition costs for the fintechs. So, 
I think, it’s good for everyone. It’s good for 
the market, it increases competition and 
more importantly it improves choice and 
end user experience.”

It’s a win first and foremost for the end 
user, who benefit from greater choice and 
a shorter time to market. It’s also a win for 
the fintech – who are exposed to faster and 
stronger access to distribution channels to 
the wider market. 

According to Steven Marshall, transparency 
is much more than just a positive outcome 
of innovation: “We work in markets 
where historically there has been a lack of 
transparency. The foreign exchange business, 
the payment business has been beset by 
transparency issues. These issues become 
even more stark, the deeper you move into 
the emerging and frontier markets.”

Marshall explains that every step the bank 
has taken toward digital transformation 
has been to make it more transparent 
and easier for people to see the cost of 
remitting money across borders.

Particularly in markets where the bank has 
established strong connections with the 
likes of mobile networks operators and 
bank settlement partners, it simply makes 
sense to encourage increase transparency 
wherever possible.

“It’s�a�win�first�and�foremost�for�
the�end�user,�who�benefit�from�
greater choice and a shorter time 
to market. It’s also a win for the 
fintech�–�who�are�exposed�to�faster�
and stronger access to distribution 
channels to the wider market.”

Olivier Guillaumond,  
Global Head of Innovation  
and Fintechs,  
ING
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If banks are to achieve the lofty expectations 
set by their customers, the need to grapple with 
and leverage the opportunities data presents 
will be paramount. Building a 360-degree 
view of the customer means that firms can 
understand, predict and deliver the services 
their customer needs from end-to-end. Yet, 
such sophisticated capabilities require a high 
level of data intelligence and technology which 
may not be immediately accessible to 
every institution.

05 | 
Derisking the definition of a 
data model 
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Data intelligence is the new black

Calling for a new definition of a new data model, 
Steven Marshall of Crown Agents Bank believes 
that over the course of the last 15 years, we’ve 
seen various rounds of ‘de-risking’ which have 
had a disproportionate impact on emerging 
and frontier markets. He explains that this isn’t 
necessarily because risk originates in these 
markets, but because the revenue opportunity 
in these markets is smaller – meaning that 
the incumbents have stepped away.

Swift GPI had helped the industry move in 
the right direction and is helping re-build 
transparency by allowing for testing on a 
real-time basis which avoids subjectivity. 
“This is a focus because the more 
transparent transactions become, the easier 
it is to justify onboarding clients, because 
you’ve got a more accurate and immediate 
way of using data and analytics to be able to 
assess and ensure the payment traffic is in 
keeping with our own risk appetite.”

Cristina Lázaro, head of business 
intelligence at Caixabank, points to the 
contextual shift toward a greater number 
of clients relying on digital banking. In this 
landscape intelligent use of data becomes 
key in determining which products and 
services are most relevant to clients.

CaixaBank‘s omnichannel relationship 
model, inTouch, which combines phone, 
chat, video call and email connections with 
a personal remote human account manager, 
is a good example. It uses sophisticated data 
analytics to tailor each step of the customer 
journey to the individual user.

First, those algorithms help to target 
potential customers for onboarding, 
resulting in a 93% acceptance rate. Second, 
continued data modelling is then used to 
target personalised products and services 
appropriately, raising the number of 
products purchased by each customer.

The success of new technology solutions, 
such as those underpinning AI and ML, 
hinges largely on the intelligent use of data. 

Caixabank draws upon the strength of its 
sizeable data pool which now holds 1,200 
terabytes of information and handles over 
12,000 transactions per second (during 
peak hours). The banks data scientists have 
also designed predictive models which 
employ ML and big data techniques. 
When considering APIs specifically, Lázaro 

observes that they can help to ensure efficient 
interaction between different systems. 

“Until very recently, disparate systems had 
to be integrated, necessitating an advance 
agreement about the integration model and 
the data exchange language. APIs eliminate this 
inefficiency by making the integration much 
easier to achieve, leading to a much more rapid 
development and deployment of new services, 
ultimately benefitting the client.” 

Although the rise of APIs has been 
particularly accelerated by regulatory 
initiatives such as PSD2 in the EU and Open 
Banking in the United Kingdom, it is about 
more than sharing transaction or account 
data for Commerzbank.

With around 300 APIs in production, 
explains Christoph Berentzen, the German 
Bank views Open Banking as consisting of 
various important components that play 
together. Not only does it mean leveraging 
the technological infrastructure and the 
financial collaboration, it also implies building 
upon a close collaboration and a culture of 
mutual trust as crucial components. The 
result of these aspects, if combined properly, 
are jointly developed (co-innovated) 
solutions, which increase user value. 

Berentzen explains that this connection 
to a bank can be viewed ‘like a marriage’ - 
because it involves a commitment to go a 
long way together from all parties, otherwise 
the investment wouldn’t be worth it. But, 
(optimistically continuing the marriage 
analogy) once established, connectivity and 
velocity increase significantly.

“Until very recently, disparate 
systems had to be integrated, 
necessitating an advance 
agreement about the integration 
model and the data exchange 
language. APIs eliminate this 
inefficiency�by�making�the�
integration much easier to 
achieve, leading to a much 
more rapid development and 
deployment of new services, 
ultimately�benefitting�the�client.”

Cristina Lázaro,  
Head of Business Intelligence, 
CaixaBank



27
  |

  T
h

e 
Fu

tu
re

 o
f C

o
re

 B
an

k
in

g

Monetising data for the customer

As banks look to leverage data-based 
technologies, the strategy adopted for 
monetisation of these innovations is often 
informed by the institutions data privacy 
standards. For Varo Bank, protection of 
data must be the first step.

Reluctant to hold up the monetisation of 
data itself as a means of making revenue, 
Varo puts the customer at the centre of 
the problem and tries to build a better 
understating of them through data. This 
assists them to not only make correct 
choices about their financial needs but pre-
empts these needs and connects them with 
appropriate products and partners to meet 
their individual objectives. 
Dr Michael Gorriz, group chief information 
officer, Standard Chartered adds that data 
quality and data privacy management are 
growing challenges for banks particularly 
when attempting to synchronise systems in 
light of complex and fragmented legislation 
around the globe.

While approaching this challenge in 
a holistic manner – starting with the 
needs of the customer, moving to 
legislative boundaries and then defining 
implementation patterns into its systems – 
Standard Chartered seeks to have a single 
source of truth for customer data so that 
questions that arise from both a legal and a 
client servicing perspective can be satisfied 
in a consistent way.

Walking the tightrope between risk and 
innovation

There is no clear answer to the question 
of knowing how to balance the need for 
innovation with the obligation to protect 
the consumer – especially when it comes to 
the use of data. 

Gorriz explains that while API banking 
is now widely adopted, in the case of 
Open Banking and PSD2 institutions 
are being asked expose customer data in 
order for other firms to initiate payment 
transactions. While we’ve all become much 
more accepting and comfortable with this 
process, “when the rubber hits the road risk 
still remains”. 

While the consumer will have consented 
to sharing their data for a specific purpose, 
the challenge comes when something goes 
wrong. If personal data is intentionally or 

unintentionally misused, the question of 
fault and responsibility to rectify becomes 
much harder to decipher and enforce in 
practice than it sounds in theory. 

For Crown Agents Bank, data is about 
transparency. Steven Marshall explains 
that data is what allows the bank to reduce 
the associated friction with cross-border 
transactions. 

“The only time monetisation enters the 
picture is if we can get used to a type of 
payment traffic and recognise that it’s 
within our risk appetite, at that point we 
will do more with underlying clients such as 
opening up certain corridors and broaden 
certain markets we offer.”

Marshall also acknowledges the inherent 
risk that comes with huge volumes of 
growth. This is particularly the case given 
that the bank operates within some of the 
most challenging markets on the globe.
 
“Ensuring that you can control your risks is 
vital as a fully regulated UK bank. The UK 
is recognised as a gold standard location 
when it comes to regulation, governance 
and control in the financial services sector, 
so while some players may look at the 
heavily regulated landscape as being a 
difficult environment, we embrace it.”

Clients also demand this strict level of 
transparency, especially in the case of 
Crown Agents Bank which operates in 
these challenging contexts. Marshall 
notes that the bank’s anti-financial crime 

“The only time monetisation 
enters the picture is if we can get 
used�to�a�type�of�payment�traffic�
and recognise that it’s within 
our risk appetite, at that point 
we will do more with underlying 
clients such as opening up certain 
corridors and broaden certain 
markets we offer.”

Steven Marshall,  
Chief�Commercial�Officer,� 
Crown Agents Bank
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team bears extraordinary expertise in 
the specific areas they focus on, and the 
rigorous client onboarding process ensures 
that they can build a very clear picture of 
the institution itself. 

Having also spent a great deal of time and 
money to ensure that their compliance 
process is second to none, the beauty 
comes with being able to synchronise 
all of these processes in such a way to 
transparently draw up an image of the 
precise risks these clients pose to us. 

A sustainable future 

For a number of years, banks have shown 
that they can support clients’ transitions 
to a low-carbon, sustainable economy 
by maximising incentives, innovation and 
investment opportunities available. But the 
role of digital technology is where the margin 
for success has widened dramatically, and 
fintech is helping build tools to bolster this 
progress for actual change.

Ezequiel Szafir of Openbank argues that 
this technology is ready to bring responsible 
investing to the mainstream. Using advanced 
algorithmic technology and cloud-based 
services, Openbank offers its clients a 
responsible digital wealth management 
service (a proper robo-adviser) that also is 
providing top quartile returns. 

“Our results show that technology enables 
a future we all dreamed of to happen now. 
This is revolutionary.”

For instance, during 2019 its most 
conservative advisory service managed 
portfolio generated a return of 5.26% 
(the most aggressive portfolio surpassed 
the 26% return) with close to 80% of the 
underlying assets being ESG funds and 
the remaining ones being clean by the 
application of exclusion strategies (excluding 

those categories and regions they know their 
clients want to be averse to). 

Russia’s Sberbank also develops 
products and services that meet the ESG 
parameters, primarily in the realm of 
green credits and strategies of responsible 
investments and others. In these products, 
banks share the risks along with the 
clients to meet the required sustainable 
development indicators.

“As a leading technology-driven institution 
that has transformed to be more than a 
bank, we develop trends and strategies of 
ESG-friendly investment among our clients 
and the number of our clients who want 
to invest responsibly and with a cause is 
growing annually,” Sberbank says.

Sberbank currently offers three  
major strategies: 

1. SPB Women Impact index Europe: 
measuring the involvement of women 
into corporate affairs that determines 
the sustainability of a company. 

2. SOLACTIVE SPB FOODTECH INDEX: 
a strategy that helps invest in healthy 
food habits 

3. SOLACTIVE SPB Circular Economy: 
helps invest in the shares of global 
companies that advocate responsible 
consumption and the use of alternative 
sources of energy. 

Currently having ‘green’ financial and 
investment products in its portfolio is 
regarded as a real achievement, especially 
amid a lack of what is called ‘green liquidity’. 
Sberbank does offer the ESG-friendly 
solutions through Sber Private Banking.  

Though news of such progress is 
welcomed by efforts to address climate 
change through sustainable finance, 
significant work remains to be done 
across standardisation of climate-related 
reporting. We look to the banks already 
targeting these areas in the hope that the 
technology and initiatives they pursue will 
continue to pave the way toward a truly 
sustainable economy. 

“Our results show that 
technology enables a future we 
all dreamed of to happen now. 
This is revolutionary.”

Ezequiel�Szafir,� 
CEO,  
OpenBank
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While the decision of whether to replatform, refactor, augment or replace core 
banking systems will inevitably be moulded by the internal idiosyncrasies and 
underlying mission of a bank’s structure, there appears to be consensus on one 
key factor: the customer.

Like trying to satisfy a queen bee in her hive, banks which hum with the 
synchronisation�and�focus�of�keeping�their�customers�satisfied�will�naturally�put�
the needs of their customers at the heart of their innovation. The infrastructural 
hive will protect and nourish its users, keeping customers engaged and trusting 
of the services it brings to their doorstep.

Proactive,�industry-leading�banks�will�experience�the�benefits�of�prioritising�
core banking improvements not only within their existing and expanding 
customer base, but by support from regulators that wish to see institutions with 
the capacity to progress do so securely.

If�institutions�see�greater�numbers�of�firms�taking�action�and�successfully�
leveraging�the�‘golden�source’�of�data,�fear�of�first-mover�scrutiny�will�soften�
and reluctance toward modernisation will dissipate. We look forward to seeing 
which�financial�institutions�will�pave�this�crucial�path.

Conclusion
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Finextra
This report is published by Finextra Research. Finextra Research is 
the world’s leading specialist financial technology (fintech) news and 
information source.

Finextra offers over 115,000 items of specialist fintech news,  
features and TV content items to 420,000 unique monthly visitors  
to www.finextra.com.

Founded in 1999, Finextra Research covers all aspects of financial 
technology innovation and operation involving banks, institutions and 
vendor organisations within the wholesale and retail banking, payments 
and cards sectors worldwide.

Finextra’s unique global community consist of over 30,000 fintech 
professionals working inside banks and financial institutions, specialist 
fintech application and service providers, consulting organisations and 
mainstream technology providers. The Finextra community actively 
participate in posting their opinions and comments on the evolution of 
fintech. In addition, they contribute information and data to Finextra 
surveys and reports. 

Finextra reports coming in 2021:
The Future of:

Regulation
Cloud
Identity
Fraud Prevention
Core Banking
DevOps/Application Management
Wealth Management
VC Funding/Growth
ESGTech/Inclusion

Contact content@finextra.com to get involved. 

About

http://www.finextra.com
mailto:content@finextra.com


31
  |

  T
h

e 
Fu

tu
re

 o
f C

o
re

 B
an

k
in

g

Red Hat
Red Hat is the world’s leading provider of enterprise open source  
software solutions, using a community-powered approach to deliver 
reliable and high-performing Linux, hybrid cloud, container, and 
Kubernetes technologies. 

Red Hat helps customers integrate new and existing IT applications, 
develop cloud-native applications, standardize on our industry-leading 
operating system, and automate, secure, and manage  
complex environments. 

Award-winning support, training, and consulting services make Red Hat a 
trusted adviser to the Fortune 500. 

As a strategic partner to cloud providers, system integrators, application 
vendors, customers, and open source communities, Red Hat can help 
organizations prepare for the digital future.
 

Temenos
Temenos AG (SIX: TEMN) is the world’s leader in banking software. Over 
3,000 banks across the globe, including 41 of the top 50 banks, rely on 
Temenos to process both the daily transactions and client interactions of 
more than 1.2 billion banking customers. Temenos offers cloud-native, 
cloud-agnostic and AI-driven front office, core banking, payments and 
fund administration software enabling banks to deliver frictionless, 
omnichannel customer experiences and gain operational excellence. 

Temenos software is proven to enable its top-performing clients to achieve 
cost-income ratios of 26.8% half the industry average and returns on 
equity of 29%, three times the industry average. These clients also invest 
51% of their IT budget on growth and innovation versus maintenance, 
which is double the industry average, proving the banks’ IT investment is 
adding tangible value to their business.

For more information, please visit www.temenos.com.

http://www.temenos.com

