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1. Introduction 
Banks are facing rapid change. Customer behaviour, technology and competition are all in flux. What is the most 
challenging part? Everything is happening at once.  

The key to address those issues is satisfying a new type of customer: people who know what they want, when they 
want it, and expect superior service and products. These highly savvy customers will increasingly insist that services 
meet their individual needs without incurring a price premium.  This has to be delivered simply and seamlessly— 
especially when the customer is on the move. Anything too complex will be rejected.  

Moreover, organisations are branching out from their original industries to compete head on with 
‘brick and mortar’ banks. These nimble competitors also include innovative entrants such as 
Movenbank. Regardless of their origins, all of them demonstrate that a traditional physical banking 
presence doesn’t necessarily equal success. It also means that banks must act now to engage their 
customers to build an emotional connection and loyalty, or risk losing them to those who will. 

The future is anywhere, anytime, any device. 

In this white paper we look at the market challenges being faced by banks, explore how they could respond by 
looking at model bank concepts, customer engagement elements, and then examine the challenges in implementing 
the model bank concept. 

2. Market Challenges faced by Banks 
The financial products and services market globally is changing rapidly and this is particularly true in the Asia Pacific 
region. The case for change will have internal as well as external drivers. The internal aspects are to provide 
efficiency in operating model aligned to strategy, capability and policy. The external aspects require the operating 
model to align to customer needs, competitive threats and regulatory intent. 

Each of the categories below will need to be addressed in order to provide the most optimal customer proposition 
for a Bank of the Future. A deficiency in any one of these will increase the difficulty of a bank to operate in a 
competitive environment. 

 

Customer Acquisition and Retention 

Customer loyalty is deteriorating and it is becoming easier to switch Financial Services Institutions (FSI). FSIs are 
struggling to differentiate, make it easy to do business with, and hold onto, their profitable customers. 

Customers are increasingly seeking a better experience from financial institutions.  ‘Better’ means an excellent 
customer experience at every point of contact; a highly personalised yet more simplified service; a rapid and 
accurate response and a fundamentally lower cost of service. 

Added to these burdens are the changing nature of the interactions between a customer and the FSI. As more and 
more business and transactional functions are made available in the self-service channels, such as the various forms 
of online banking, there is a corresponding reduction in the volume of these functions within the assisted service 
channels1. This, in turn, reduces the “stickiness” of a customer as overall loyalty to a brand reduces over time. 

 

Competitive Threats 

Traditional ‘bricks and mortar’ institutions are coming under increasing competitive pressure as: 

 New entrants expand their global banking footprint to other countries; 

 Existing institutions create light-weight, off-shoot brands; and 

 Non-traditional organisations create services complementary to their existing businesses (e.g. PayPal, 
Google, Amazon, Apple, etc). 

                                                           
1
 The Branch Bank of the Future http://business.hughes.com/enterprise/resources/the-branch-bank-of-the-future 

http://business.hughes.com/enterprise/resources/the-branch-bank-of-the-future
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These competitors are not hindered with legacy systems and out-of-date technology service delivery, so they are in a 
better position to be able to meet those demands. 

Global brands are teaming together to provide a complete end to end solution for payments that remove the need 
for local players. For example, Samsung and Visa combining their market power to create a complete mobile 
payment solution using NFC.2 

With the increased level of competitive globalisation, these global brands are also able to provide for simpler, real-
time cross currency payments. In general, this sort of transactions can be quite lucrative to local banks as both 
transaction and foreign currency exchange fees are levied onto customers. Examples of this include Visa Personal 
Payments3 and MasterCard MoneySend4. 

Added to this is the rise of digital currencies, such as BitCoin, that provide transcontinental, non-government backed 
“money”. 

 

Compliance and Regulations 

Increased pressures from regulatory bodies as well as payment partners are driving up the ongoing cost of doing 
business. Examples include Basel III, the National Consumer Credit Code and Anti-Money Laundering / Counter-
Terrorism Financing changes that were not only costly to implement, but make it more difficult to acquire customers 
and add to the ongoing operational costs. 

 

Operational Efficiency and Cost Containment 

Pressure on margins arising from the other pain points, such as the cost of wholesale funding or government 
mandated overheads, is forcing FSIs to look at ways that other costs can be minimised and maintain their bottom 
line profitability. 

 

Revenue Growth 

Cost reduction alone does not confer a competitive advantage and the focus has switched to revenue growth. Yet in 
developed markets, where organic growth is low and the market is close to saturation, the key battle is for the share 
of wallet of existing customers at your competitor’s loss. This places far greater emphasis on efficiency, flexibility and 
competence than ever before. 

 

Risk Management, Fraud and Security 

Current global uncertainty and confidence in markets provides challenges to FSIs in adequately managing the credit 
risk without limiting their ability to bring on legitimate customers.  

Fraud trends are also providing pressure on FSIs to new ways of detecting and managing these threats. This is 
becoming increasing real-time as transactions are performed on a global scale at any time of the day. 

Security is an ongoing overhead as the environment becomes more complex. 

  

                                                           
2
 Samsung and Visa Take NFC Mobile Payments Global, http://mashable.com/2013/02/25/samsung-visa-nfc/ 

3
 Visa makes instant person-to-person payments possible anywhere in Europe. http://www.visaeurope.com/en/newsroom/news/articles/2013/person-to-

person-payments.aspx 
4
 MasterCard enables person-to-person payments for iPhone, iPad. http://www.mobilecommercedaily.com/mastercard-enables-person-to-person-payments-

for-iphone-ipad 

http://mashable.com/2013/02/25/samsung-visa-nfc/
http://www.visaeurope.com/en/newsroom/news/articles/2013/person-to-person-payments.aspx
http://www.visaeurope.com/en/newsroom/news/articles/2013/person-to-person-payments.aspx
http://www.mobilecommercedaily.com/mastercard-enables-person-to-person-payments-for-iphone-ipad
http://www.mobilecommercedaily.com/mastercard-enables-person-to-person-payments-for-iphone-ipad
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3. Model Bank Concept 

Celent is a renowned research and consulting firm focused on the application of information technology in the global 
financial services industry.  Their analysts produce research reports on a large variety of issues within financial 
services technology, which is knowledge and expertise gathered as part of their research practice. 

Celent has defined a Model Bank concept that has used to evaluate several banks globally based on specific criteria 
and selection process, delivering an annual report containing case studies for the last 5 years. Its importance has 
become critical for banks that want to incorporate the latest best practices based on successful implementations. 

As indicated in Celent’s recent research5 , its vision for Model Bank was to try to answer an apparently simple 
question: “What would it look like for a bank to do everything right with today’s technology?”.  The terms 
“everything” and “right” will mean very different things to different banks depending on their size, the complexity of 
their operations and product sets, and their technological starting points. While there is no such thing as a “Model 
Bank”—every bank does some things well, and others not as well when it comes to technology—it is possible to 
conceive of a “Model Bank” through real world examples of best practices in effective usage of technology. 

To build a “Model Bank”, Celent presents the case studies as “Model Bank Components”—components of a 
theoretical model bank’s IT systems and practices. Those components are as follows: 

 Product Development.  Key technology elements include: SOA, the enterprise service bus, and business 
process management. Model Bank Component cases include Bank of America Merrill Lynch (Payments 
Services Hub), Bank of Montreal (Online Banking for Business), Fifth Third Bank (Remote Currency Manager) 
and USAA Bank (Easy Deposit). 

 Marketing / Sales / Customer service.  Key technology elements in marketing/sales include: customer data 
consolidation, understanding customer profitability, and relationship pricing systems. Key technology 
elements in customer service include: skills-based routing and rules-based workflow, comprehensive 
interaction tracking systems, VoIP networks integrated with contact management systems, integrated and 
disciplined multichannel service, and an integrated customer view. Model Bank Component cases include 
Huntington Bank (iPad Sales Tool), HDFC Bank (CRM Initiative), ICICI Bank (Account Portability), Rakuten 
Bank (Happy Program Customer Loyalty), Standard Chartered Bank (Breeze Living), and Yes Bank (Insights 2 
Engage Platform). 

 Distribution / Channel Management.  Key technology elements include: enterprise-wide data consistency, 
user-friendly graphical user interface, depth of self-service integration, ubiquitous and consistent user 
experience, support for end-to-end process, workflow-based, rules-driven account opening, and multi-
channel integration. Model Bank Component cases include ABSA Bank (Mobile Banking), Coastal Federal 
Credit Union (Personal Teller machines), RHB Bank Berhad (Easy by RHB – Celent 2012 Model Bank of the 
Year), and US Bank (Online Platform Transformation). 

 Transaction Processing.  Key technology elements include: simplified payment initiation, rich remittance 
information linked to payments, rules-based engines, and platform modernisation. Model Bank Component 
cases include DBS Bank (Emerging Markets and Overseas Countries Core Migration) and Taishin Bank 
(Transaction Analytics). 

 Security and Risk Management.  Key technology elements include: systematic governance, behaviour and 
rules-based tools to combat fraud, systems and tools to protect clients and their accounts, and systems and 
tools related to internal issues affecting employees, corporate networks, and applications. Model Bank 
Component cases Taishin Bank (Unified Facility and Risk Management System) and Yes Bank (Governance, 
Risk, and Compliance Competency Framework). 

 Infrastructure and Architecture.  Key technology elements include: service-oriented architecture (SOA), core 
renewal, business process management, virtualisation, and cloud computing. Model Bank Component cases 
include Citibank (Global Commercial Card Platform), Emirates NBD (Core Transformation) and Redstone 
Federal Credit Union (Core Development). 

                                                           
5
 “Celent Model Bank 2012: Case Studies of Effective Technology Usage in Banking”, Bob Meara and Stephen Greer, June 2012 
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The table below includes a summary of some of the salient case studies of the Model Bank components included in 

the Celent Model Bank 2012 report6. For further details, refer to the full report. 

Financial Institution Initiative Synopsys 
Bank of America Merrill Lynch For many banks, payment infrastructures can be overly complicated, fragmented, and 

needlessly complex. Banks are looking to consolidate their payment processes into a 
single “payment services hub.” Increased standardisation and efficiency can boost global 
banks’ payment operations, but these projects are often laborious and risky, requiring 
substantial resource investment.  
BofA Merrill decided to develop a simple, innovative, high end payment solution which is 
secure, scalable, global, user-friendly, and comprehensive to initiate high and low value 
transactions globally, as well as drafts and foreign exchange payments. 

Bank of Montreal In 2011, BMO launched its Online Banking for Business solution that provides 
multichannel global commercial banking functionality online. The platform supports a 
wide array of business segments in North America: from small-medium enterprises to 
capital markets. Being one of the first in North America to launch such a system, results 
have been impressive, with a 93% customer satisfaction rating and 40% annualised net 
commercial customer growth. 

Citibank Currently, only a small group of banks have invested resources into emerging market 
payment systems. Citibank saw a gap. Leveraging its global data repository, Citi wanted 
to create a globally integrated, consistent commercial card system that offers such 
functionality as program management, analysis of spending patterns, and business 
performance under one platform across the planet. 
Citibank services some of the biggest companies in the world, and wanted to make its 
platform a home-grown solution tailored specifically to its customer base. Launched in 
2009, the platform has seen successes in numerous countries worldwide and continues 
its expansion into new geographies. 

Coastal Federal Credit Union Coastal eliminated traditional teller stations, replacing them with uGenius Personal 
Teller Machines (PTMs) in all of its 15 branches. Initially installed in the branch vestibule 
as a means to offer extended branch hours, PTMs migrated inside each branch, fully 
replacing traditional tellers. With 63 PTMs across 15 branches, all teller functions are 
now centralised except two branches with drive-through lanes. Those are slated for 
conversion in 2012. The initiative resulted in a reduction in teller staffs of 41%; 74 
branch tellers and supervisors have been replaced with 30 centrally located tellers, 5 
supervisors, and 9 support staff. Centralising teller staff creates workforce management 
efficiencies while allowing branch staff to focus on sales and service. This has also led to 
a reduction in the number of branch managers from 15 to 8. The initiative has resulted in 
cost savings and improved sales results. 

DBS Bank A core banking solution is the central nervous system of a bank. An expensive and 
lengthy process, core transformation is usually not an easy decision to make. Banks that 
opt to upgrade to a more modern core system gain the benefits of being more cost-
effective and efficient. Additionally, emerging markets are finding core replacement a 
necessity to compete in an ever-more demanding and highly regulated market. With this 
in mind, DBS Bank looked to expand its presence in overseas markets, specifically the 
Asia-Pacific geography. To do this it needed a core migration. 

YES Bank YES Bank instituted a completely redesigned governance risk and compliance 
competency framework in support of its Version 2.0 initiative. The framework is 
designed to ensure every aspect of the bank’s Technology and Solutions Group (TSG) is 
aligned with business goals, resulting in a business-led rather than technology-led 
organisation. The effort produced a higher level of strategic and tactical alignment 
between product, operations, technology, and sales teams, resulting in a drastic 
reduction in costs leading to significant commercial advantage for the bank. 

                                                           
6
 “Celent Model Bank 2012: Case Studies of Effective Technology Usage in Banking”, Bob Meara and Stephen Greer, June 2012 
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4. Customer Engagement 

The digital era is spawning a new type of customer: people who know what they want, when they want it, and 
expect superior service and products. These savvy customers will increasingly insist that services meet their 
individual needs without incurring a price premium. And all this has to be delivered simply and seamlessly—
especially when the customer is on the move.  

Welcome to the demanding world of a new age of customer expectations. These expectations have the potential to 
negatively affect organisations too slow to change. Companies willing to embrace new digital technologies and 
revolutionise their traditional retail and service model have massive opportunities. 

There are ten critical areas that producers and service providers (such as Banks) must address to meet the demands 
of the new connected customer: 

Personalisation
Understanding the 

individual

Security
Creating customer 

confidence

Participation
Emergence of the 

active customer

Sustainability
Environmental 

awareness

Quality
Failure not

tolerated

Simplicity
A requirement

for acceptance

Integration
Capitalising on 

connections

Mobility

No gaps allowed

Immediacy
Now or not

at all

Multi-Channel
Anywhere. Anytime. 

Any Device.

 

1.  Immediacy: Now or not at all 

Tomorrow’s customers will expect near-instant delivery—first on information and service and later on physical 
products. They have become accustomed to sub-second availability of price and quality content, and now are 
demanding instant analysis and decisions. Customers who are let down will quickly move to another option that 
respects service excellence and adapts to rapidly changing requests.  

The Internet has quickly become the first-choice sales channel for new-age customers. To remain viable and 
competitive, business must respond accordingly with an effective e-commerce strategy. 

 

2.  Mobility: No gaps allowed 

To Generation Ys, also known as Millennials (currently ages 10-30), digital life flows seamlessly into real life. They are 
continuously connected to whatever they want, wherever they are, whenever they want it. A 2013 report by the 
International Telecommunications Union7 shows mobile devices as the No. 1 global information tool with over 2.1 
billion mobile broadband connected devices compared to 750 million fixed-line broadband connections. Currently 
there are over 6.8 billion mobile phones, which is slightly less than the total global population of 7.1 billion. Next-
generation applications will further improve in sophistication and capability to enhance the interaction between 
mobile users and their physical and digital environment (e.g. augmented reality). 

 

                                                           
7
 The World in 2013: ICT Facts and Figures: http://www.itu.int/en/ITU-D/Statistics/Documents/facts/ICTFactsFigures2013.pdf 

http://www.itu.int/en/ITU-D/Statistics/Documents/facts/ICTFactsFigures2013.pdf
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3.  Multi-Channel: Anywhere, anytime, any device 

With todays’ society being more likely to be engaged in their daily life over the entire seven day week, and stretching 
this engagement over more hours, it is critical to provide consistent and effective access whenever “inspiration” 
strikes.  Whether this inspiration occurs in the middle of a forest during a Scout hike, withdrawing cash from an ATM 
in a food court, or even in a bank branch doing a cheque deposit, the ability to engage with the customer and meet 
their needs irrespective of the transaction is paramount.  By utilising a common customer engagement approach as 
the backbone of customer interactions, a consistent experience can be provided independent of the channel through 
which the engagement occurred. 

 

4.  Simplicity: A requirement for acceptance 

Simplicity and convenience are strong elements in establishing brand value. Young customers have high expectations 
for intuitive Internet interaction. They have little or no tolerance for sites that fail to meet their need for clean, 
unambiguous interfaces. This means simple user interface and intelligent tools such as context-aware searches.  

User-friendly approaches are a must for technology adoption, and this goes beyond just the Internet. Next-
generation TVs will recognise individuals and anticipate their viewing desires. Mobile phones will coordinate calls 
with the owner’s calendar and even sample the user’s environment to intelligently manage communications. Self-
parking cars, still a novelty in most vehicles today, continues to be developed to further enhance the overall 
simplicity of the solution where self-parking is now able to occur from the entrance of the car park8.   

As this example demonstrates, simplicity is a never ending goal. What is simple today may be considered complex in 
a matter of months, weeks or even days. 

 

5.  Quality: Failure not tolerated 

The power of universal connectivity makes it more important for organisations to focus on a quality product and 
service. Customers used to put up with product faults and service delays. Today, producers that fail to deliver can 
expect instant exposure of their failings on blogs, “tweets” and video-sharing websites. 

People increasingly use online information-mining tools to get feedback from other customers before making a 
purchase. Companies are forced to minimise errors, improve quality assurance practices, and get it right the first 
time and every time. 

 

6.  Personalisation: Understanding the individual 

To remain competitive, an e-commerce strategy is a given. But the next key differentiator is “pe-commerce”—
personalised electronic commerce. Customers increasingly provide personal details on everything from the books, 
music, and clothing styles they prefer to technologies they own. In return, they expect to receive something for that 
knowledge. Such “payment” could be discounted offers to download and watch their favourite genre of movie 
featuring their favourite actors. And in return, producers realise lower marketing costs and improved sales. 

Companies must, however, comply with the customer’s privacy requirements. Those who treat customers as 
individuals—not as unidentifiable parts of a mass market—will have a competitive edge. 

 

7.  Security: Creating consumer confidence 

Security of personal and financial information is a fundamental requirement to create customer confidence. 
Customers ultimately will insist on having some control over what does and does not remain private.  

Companies will not be able to use “mass-privacy” rules with default settings applicable to every customer. 
Customers will demand personalised privacy policies in which they choose the degree and with whom the company 
can share their information. Marketing databases currently sold among companies to target customers in different 

                                                           
8
 Volvo's Awesome New Autonomous Self-Parking Car Is Pure Magic: http://gizmodo.com/volvos-awesome-new-autonomous-self-parking-car-is-its-518742651 

http://gizmodo.com/volvos-awesome-new-autonomous-self-parking-car-is-its-518742651


White paper Bank of the Future 

Page 10 of 19 

market segments will face increased scrutiny. Companies that overcome the technical challenges of meeting this 
personalised privacy will have a sizable business edge. 

 

8.  Participation: Emergence of the active consumer 

Companies typically believe they understand customers’ needs and preferences and can reach 80 percent of their 
market with standardised products and services. This marketing approach was crafted when customers had fewer 
choices and zero impact on what and how they were served.  

But we are already seeing customers move into a more active and participative role. Soon they will expect to have a 
say in product and service development cycles to ensure their needs are fulfilled. It will be impossible for companies 
to satisfy all the requirements that people put forward. But it is important that customers have the opportunity to 
participate. This will make them more receptive and understanding of potential limitations. 

 

9.  Sustainability: Environmental awareness 

Customers are increasingly concerned about the environmental impact of their actions. These concerns are putting 
pressure on companies to pay close attention to their ecological and business value chains.   

Websites such as Climate Counts rank companies on their environmental record. This makes it easier for 
environmentally-minded customers to determine a product’s “degree of green” as they make their purchasing 
decisions.  Organisations must recognise the power of the growing environmental movement and the potential 
consequences of not listening to their opinions9.  Nokia realised the significance of sustainable manufacturing and 
launched a new breed of environmentally friendly mobile phone made from biomaterials and 60% recycled 
packaging10. 

 

10.  Integration: Capitalising on connections 

Using everything an enterprise knows about a customer to provide optimal service is the final customer mandate to 
be fulfilled. Critical information from seemingly unrelated events will integrate into each customer experience to 
provide the simplest, quickest, highest-quality proactive interaction. Information technology that is able to see 
across a customer’s actions is an invisible enabler of a fully integrated quality service. 

 

Time for Change 

The marketplace has embarked on a transformational journey never experienced before. Driven by advances in 
technology, the rapid pace of change will radically alter the traditional relationship between customers and 
suppliers. Companies must rework their business model and embrace technology to connect with customers who 
are more involved, informed, demanding, and totally unforgiving. 

 
                                                           
9
 Why Companies Can No Longer Afford to Ignore Their Social Responsibilities: http://business.time.com/2012/05/28/why-companies-can-no-longer-afford-to-

ignore-their-social-responsibilities/ 
10

 Each and every Nokia device is created with the environment in mind: http://www.nokia.com/global/about-nokia/people-and-planet/sustainable-

devices/sustainable-devices/ 

http://business.time.com/2012/05/28/why-companies-can-no-longer-afford-to-ignore-their-social-responsibilities/
http://business.time.com/2012/05/28/why-companies-can-no-longer-afford-to-ignore-their-social-responsibilities/
http://www.nokia.com/global/about-nokia/people-and-planet/sustainable-devices/sustainable-devices/
http://www.nokia.com/global/about-nokia/people-and-planet/sustainable-devices/sustainable-devices/
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5. Innovative Models by Procuring Services: Implications to Customers 

If the ideal customer engagement model (as outlined in section 4) is to be achieved, then the Model Bank needs to 
be able to do things vastly differently from their historical counterparts. The implications of the customer 
engagement model on the bank’s operating environment are: 

a. Flexibility of processes and infrastructure:  In order to explore opportunities quickly, banks will need to 
rapidly deploy new software instances that can be used for experimentation at low cost. Opportunities that 
are worthwhile should be able to be scaled rapidly. Cloud-based computing has been key to providing such 
an environment. 

b. A scaleable third-party partnering model:  Banks trying to build customer-centric services for niche markets 
will soon realise (i) that their present models are sub-economical for smaller niches and (ii) that there is a 
limit to how many niches they can develop deep capabilities around in a short period of time. Yet, as Francis 
Frey of the Harvard Business School points out – the threat to banks is often from players that initially focus 
on niche markets deemed unattractively small by large-scale players. The answer, of course, is to create an 
open innovation model which allows smaller players to leverage the large scale, networks and licenses that 
the banks have to offer; allowing partners to create solutions for niche markets without being burdened by 
too much overhead. The Bankcorp in the USA is an outstanding example of this – providing white labelled 
capacity and a regulatory umbrella for others to use – propelling them to be one of the top five transaction 
providers in the USA.  

The Commonwealth Bank of Australia (CBA) is grappling with the details of creating an open environment on 
its new Pi and Albert terminals. They know that the benefits include being able to tap into a massive external 
innovation pool, an increased network of evangelists who tie their fortunes to those of the CBA platform. 
But they will also realise that this approach is fraught with challenges around customer ownership, costs of 
curatorship, and how to share revenues.  

Banks of the future will need to use the collaborative approaches shown in centre of the figure below in 
order to tap into a broader network of talent. 

 

c. Consumption based models:  The “everything as a service” mindset has shown that better alignment 
between banks and their suppliers can be achieved if rewards are tied to consumption rather than effort or 
infrastructure costs. 
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6. How-to Guide – Transition to a Model Bank 

Making the journey to a customer centric, model bank is one that is never ending. Without wanting to be 
disheartening, as customer expectations change, technology develops and globalisation continues to march forward, 
striving to become a model bank will need to be seen as a continuous improvement activity. As has been seen time, 
and time again, organisations that remain static, without changing with the times, will become organisations of the 
past. 

A recent example of this is Kodak. As technology has changed (film changing to digital; camera’s being integrated 
into other portable devices), revised customer expectations (one device that supports multiple needs) and 
globalisation (new, global, players enter the marketplace) have occurred, Kodak has become less relevant as a device 
manufacturer as their relevance to the customer has diminished. 

Utilising the categories below, banks can continue to remain relevant to their customers. Whilst this is an obvious 
point, if there are no customers that want your products, then there is no need for continued corporate existence. 

 

Cross-Industry Learnings and Best Practices 

How does a bank ensure that it is providing what customers really want? Involve customers in the design, listen to 
them, and learn to think from their perspective. If banks give customers the ability to choose the services they want 
and the way they want them to be delivered, the guess work disappears.  In return, customers obtain what they 
want every time, whilst banks gain insight and a more valuable and personal  connection to their customers. 

In the EFMA report “Inspiring Retailing Champions, Banking and Retailisation: Insights for Banks from the Retailing 
Sector” a selection of the most exciting and inspiring initiatives from companies in the retail sector have been named 
and ranked. The top three capabilities that banks think banks should adopt are as follows: 

 Cross-Selling and Up-Selling 
With the saturation of banking needs in developed economies, the only way to increase revenues and meet 
corporate goals is to ensure that the customers that you have (a) continue to be your customers, and (b) 
seek your products over competitors for any future banking needs. This will mean additional data mining for 
customer intelligence and campaign management purposes to ensure that the most appropriate, hence 
most likely to succeed, products are put to customers for consideration.  Key examples include: 

o Amazon.com: for its real-time suggestions of related products at the purchase moment. 

o EasyJet:  for travel offering aggregator to build “the holiday package” (flight, insurance, 
hotel, car hiring, etc).  

 Engage and Educate 
An engaged, educated customer is one that is likely to care more about the “what’s” and the “how’s” of their 
banking experience.  A customer that feels as though they have control over their needs will be a more 
satisfied customer. Key examples include: 

o BMW: “Build your BMW” is a way to engage customers online. Car configuration makes 
potential customers aware of certain upgrades and extras and converts to customer contact.  

o Prenatal: Support and education to target customers in critical lifecycle moments (pregnant 
mums) enriching the core product offering with value added services (e.g. in store workshops 
with specialists). 

 Customer-Centric Enablement 
Staff, when dealing with customers, need to be focused on what the customer wants. All interactions must 
consider what the engagement feels like from the customers’ perspective. Whilst the customers query may 
have been satisfied, has the experience resulted in a satisfied customer? If this approach is taken from all 
level of staff, bottom to top, other corporate objectives also have a greater chance of being met.  Key 
examples include: 
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o Starbucks:  Implemented an ‘Ideas in Action’ part of their blog to allow customers to contribute 
ideas about new products or beverages. This engagement benefits both customers and the 
company, as they get what they want – i.e. buy a product that they like and revenue, 
respectively. 

o NH Hotels: Implemented a Customer Experience Office (CXO) with a budget, mandate and 
reporting to the CEO. The company knows that an integrated user experience is only going to 
happen if there is a dedicated officer, who has the sole responsibility for the customer journey. 

 

Customer Centric Focus 

Customer centricity must become the fulcrum around which banks need to re-arrange their entire business model. 
This needs to be weaved into the DNA of the bank. The advent of social media has brought this in acute focus. Banks’ 
performance and customer service are being openly discussed in these forums. Hence, it becomes imperative for a 
bank to plan its future by keeping the customer in the centre.  

According to McKinsey11, this change is a complex process. Transformation towards a customer centric company 
needs to address the following 4 key areas: 

 Vision and positioning – Create an institution that customers want to bank with and employees feel proud 
of. 

 Customer engagement model – Design a bank that delivers exceptional customer service where customers 
expect it, and excites them where they do not. 

 Development agenda – Define an integrated development agenda to drive short term gains and long term 
growth. 

 Organisation, capabilities and insights – Build the insights engine, organisational capabilities and 
governance needed to sustain the momentum. 

The paper further goes on to illustrate “Ten timeless tests” for customer centricity, which are explained in detail in 
the figure below: 

 

The banks and organisations that embraced these tenets in part or in whole are already reaping the benefits. Banks 
such as Wells Fargo, TD Bank, British Metro Bank,  OCBC are already witnessing the huge upside of keeping the 
customer in the centre. Some examples in other industries for customer centricity include Apple and Disney.  

                                                           
11

 “Banking on customer centricity”, McKinsey, April 2012 
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Considerations to move to a Model Bank 

Reworking customer and business engagement approaches to move to a “model bank” is a careful balancing act to 
institute positive, customer-centric change whilst not negatively impacting existing customer service delivery. Whilst 
in the transitive state, when legacy services, processes and products need to co-exist with the future versions of 
these, the end-game of enhanced customer experience must be kept in mind. This may, potentially, result in short-
term impacts to the financials but, as with any disruptive change, management of change needs to be focused on 
the short and long-term, customer enhancing, future. 

Regulatory pressures, often identified as an inconvenience due to resources being used for these rather than value 
adding projects, need to be interpreted in ways that result in additional customer benefit being able to be obtained. 
For example, with the extra data captured to address AML or BASEL II Advanced requirements, this information 
could be utilised to provide more advanced insights into the customer base for targeted, cross-selling, marketing 
campaigns. 

Gartner states that the following factors need to be considered when determining how ready a bank is to embark on 
a business program to move towards being a bank of the future (or model bank)12: 

 Improve the customer experience. Banks' customer segmentation and servicing models and the IT platforms 
on which products are designed, sold and managed no longer meet customer needs. 

 Grasp the impact of industry transformation on the business. Building the bank of the future will put 
pressure on every aspect of the business — strategies, processes, channels, technology, employee skills and 
reward systems. 

 Prioritise change initiatives, of which many are needed. They include creating new business models; 
embracing new delivery models (for example, cloud computing) to improve business agility and cost; 
enhancing governance capabilities to improve business-IT alignment; flattening organisational structures to 
reduce insularity and increase innovation; and forging new stakeholder partnerships. 

  

                                                           
12

 “Bank of the Future Key Initiative Overview” , Kristin Moyer, Gartner, April 2011 
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7. What a bank will look like in 5-7 years? 

As we look ahead to 2020, banks face a wide range of challenges of a scale not seen for centuries but with only a 
short window of opportunity to overcome. Most experts agree that today’s volatile business and customer 
environment is not just a temporary interruption before a return to business as it used to be. Banks that prove 
successful over the next decade are likely to look very different from those that flourished prior to the global 
financial crisis. 

 

Transactional-based Customer Interactions 

Customer-based interactions are broadly separated into two channels: self-service and assisted.  

 Self-Service consists of ATM transactions and the various online banking methods such as internet banking 
(including a skinned internet banking site for mobile devices), mobile banking (utilising mobile-native 
applications) and telephone banking. In this channel, a customer performs their own actions. For example, 
transfer between bank accounts, cash withdrawals, payment scheduling, etc. 

 Assisted mainly consists of the traditional branch model and the call centre. In this channel, a customer 
engages a bank representative to complete an action. For example, a cheque deposit, loan origination or 
foreign cash exchange. 

 

Self-Service 

With the current migration of common transactions to be more customer self-service, there is a growing reliance on 
these channels to provide what will be the common tenet going forward: anywhere, anytime, any device banking. 
Any functions that do not fit into this regime, especially the common and commodity services, will become legacy 
and become a thing of the past. In a number of cases, this is already occurring: the decline of cheques13 and the 
increased need for real-time domestic payments14. 

As identified earlier in this paper, the behaviour of the self-service interaction will need to provide a consistent 
outcome irrespective of the online channel being used. Any deficiencies within a given online channel will likely see 
that mechanism deprecated to older, legacy, devices. For example, browser-based internet banking is likely to 
provide a more limited functional experience over a native application that integrates with the device being utilised 
for the transactions. This will include additional security verification, performed at the device level, using mobile 
signatures15. 

Near-Field Communication (NFC) continues to be an allusive goal in the convergence of credit / debit cards, digital 
wallets and personal devices (smartphones, smart-watches, etc). A paucity of general-purpose devices that contain 
inbuilt NFC functionality, combined with the lack of requisite reading infrastructure, will continue to retard the 
adoption of NFC beyond niche customers and suppliers. From a transaction perspective, it has been estimated by 
Gartner that 2% of transaction values will be performed by NFC in 2013 rising to a mere 5% in 201716. As per the 
most recent Gartner Hype Cycle, NFC will not reach peak productivity for another 5 – 10 years17. 

With the increased prevalence of intelligent personal devices, these have become the items that customers never 
leave behind and are more likely to be noticed when they are missing quicker than their wallet18. To address this 
need, customers hold their main cards and identification in the covers and cases that hold their devices and not in 
their wallets or purses. As the technology within these personal devices matures and becomes more widespread, 

                                                           
13

 Cheque Payment Transactions, Australian Payments Clearing Association. http://www.apca.com.au/payment-statistics/transaction-statistics/cheque 
14

 Real-Time Payments, Australian Payments Clearing Association. http://www.apca.com.au/about-payments/future-of-payments/real-time-payments 
15

What is Mobile Signature? http://www.etronika.lt/en/identity-management/mobile-signature/ 
16

 Gartner paints bleak picture for NFC payments. http://www.businessspectator.com.au/news/2013/6/5/technology/gartner-paints-bleak-picture-nfc-

payments 
17

 Gartner Hype Cycle For Retail Technologies, 2013. http://www.gartner.com/DisplayDocument?doc_cd=251174&ref=g_sitelink 
18

 9 Amazing Mobile Marketing Statistics Every Marketer Should Know. http://blog.hubspot.com/blog/tabid/6307/bid/24082/9-Amazing-Mobile-Marketing-

Statistics-Every-Marketer-Should-Know.aspx 

http://www.apca.com.au/payment-statistics/transaction-statistics/cheque
http://www.apca.com.au/about-payments/future-of-payments/real-time-payments
http://www.etronika.lt/en/identity-management/mobile-signature/
http://www.businessspectator.com.au/news/2013/6/5/technology/gartner-paints-bleak-picture-nfc-payments
http://www.businessspectator.com.au/news/2013/6/5/technology/gartner-paints-bleak-picture-nfc-payments
http://www.gartner.com/DisplayDocument?doc_cd=251174&ref=g_sitelink
http://blog.hubspot.com/blog/tabid/6307/bid/24082/9-Amazing-Mobile-Marketing-Statistics-Every-Marketer-Should-Know.aspx
http://blog.hubspot.com/blog/tabid/6307/bid/24082/9-Amazing-Mobile-Marketing-Statistics-Every-Marketer-Should-Know.aspx
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including the capability to read, the need for physical cards will decline and lead to the rise of the “digital wallet” or 
“e-wallet”. Examples of these services, from the traditional suppliers, include Visa V.me and MasterCard MasterPass. 
Non-traditional vendors, such as Google, with Google Wallet, and Apple, with Passbook, are also expanding their 
reach into this arena to obtain a greater share of wallet for those customers that already use their respective 
product and service portfolio. However, these services will also be constrained by the limited availability of NFC 
which will also constrain their adoption for the next 5 – 10 years19. 

 
Assisted 

Due to the migration of common transactions to self-service, this will necessitate a change to the assisted channel, 
specifically, the branch model. Forrester postulates that the branch model will splinter from the one fully-featured 
assisted model to add two additional lighter-weight models: self-service branches and advisory (sales) branches20. 

 

In each of these branch models, specialist advisors, using face-to-face video conferencing or avatars (also known as 
Virtual Assistants), will support more complex banking actions. This will enable the branches to provide sufficient 
support at the local level, for example, customer relationship managers for business customers, whilst enabling for a 
higher quality of customer care in non-standard banking actions. The use of avatars is expected to take another 5 – 
10 years to mature21. 

With the establishment of the specialist advisors and avatars, these capabilities will need to be extended out to 
include the call centre domain and other interactive channels such as ATMs22. The rise of the savvy, always 
connected, customer, combined with anywhere, anytime services, banks will need to provide a higher level of 
customer responsiveness through this channel too. Using contextually aware devices, the customer engagements 
can be personalised to provide a higher degree of customer satisfaction, and enhanced security posture checking, 
through this channel – whatever the time of day and wherever the place. 

  

                                                           
19

 Gartner Hype Cycle For Retail Technologies, 2013. http://www.gartner.com/DisplayDocument?doc_cd=251174&ref=g_sitelink 
20

 “Bank Branches Are Here To Stay – But With Key Differences”, Forrester, 2008 
21

 Gartner Hype Cycle For Consumer Services and Mobile Applications, 2012. http://www.gartner.com/id=2098515 
22

 Talk to your ATM with new Bank of America innovation. http://www.fastcompany.com/3007909/innovation-pipeline/talk-your-atm-new-bank-america-

innovation 

http://www.gartner.com/DisplayDocument?doc_cd=251174&ref=g_sitelink
http://www.gartner.com/id=2098515
http://www.fastcompany.com/3007909/innovation-pipeline/talk-your-atm-new-bank-america-innovation
http://www.fastcompany.com/3007909/innovation-pipeline/talk-your-atm-new-bank-america-innovation


White paper Bank of the Future 

Page 17 of 19 

Non-Transactional Customer Interactions 

Just as organisations from other industries have identified the market power behind the information provided by 
customers, banks will need to more comprehensively mine this data to gain insights of their customers.  A popular 
example of this is where Target, by using the shopping habits of a customer, determined that this customer was 
pregnant and provided coupons and offers that supported this to the customer23.  Whilst the level of detail that 
banks have on individual transactions performed by a customer, this is offset by the breadth of transactions that a 
bank has visibility on. 

Based on the transactions that a customer performs, a bank will be able to determine, for example, where 
customers like to shop, what time they shop there, are there any activities that they sequence after these other 
activities, do they have other products with other financial institutions, etc. This information can be used to provide 
offers or cross-sell opportunities to customers. 

For example, a customer shops at a specific supermarket every Saturday after having a coffee at another place near 
this supermarket. This information could be used to provide discounts at another coffee shop nearby that uses their 
bank as the EFTPOS provider rather than the other coffee shop which uses a different provider. This is a win-win-win 
situation as(a) the customer receives a discount on their coffee (b) the coffee shop receives additional business and 
(c) the bank receives additional revenue through transactional merchant charges and reduced costs of interchange. 

 

Predictions Summary 

Functionality Time to Maturity 

Advisory Branch: Specialised, high-value banking Now – 2 years 

Self-Service Branch: Kiosks / ATM’s with video conference-style support 1 – 2 years 

Real-Time Domestic Payments 2 – 3 years 

Enhanced, Contextualised Mobile-Native Banking Experience 3 – 5 years 

Self-Service Branch: Kiosks / ATM’s with intelligent virtual assistants 3 – 5 years 

Comprehensive customer information insights 3 – 7 years 

Deprecation of paper instruments 5 – 7 years 

Near Field Communication (NFC) 5 - 10 years 

Digital Wallets / e-Wallets 5 - 10 years 

 

  

                                                           
23

 How Target Figured Out A Teen Girl Was Pregnant Before Her Father Did http://www.forbes.com/sites/kashmirhill/2012/02/16/how-target-figured-out-a-

teen-girl-was-pregnant-before-her-father-did/ 

http://www.forbes.com/sites/kashmirhill/2012/02/16/how-target-figured-out-a-teen-girl-was-pregnant-before-her-father-did/
http://www.forbes.com/sites/kashmirhill/2012/02/16/how-target-figured-out-a-teen-girl-was-pregnant-before-her-father-did/
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8. Conclusion 

This white paper has looked at the market challenges being faced by banks, explored how they could respond by 
looking at model bank concepts, customer engagement elements, and then examined the challenges in 
implementing the model bank concept. 

Financial Services Institutions must evolve to ensure that they remain relevant in a rapidly changing, customer-
driven environment. No longer are banks in the driver’s seat as it has never been easier to change between 
institutions than it is today24 -- overcoming a previous historical cause of customer “retention”.  Customers know 
what they want, when they want it and, just as importantly, how they want it. A lack of attention to the “anywhere, 
anytime and any device” mantra will ensure that customers will move their business to those institutions that do 
understand this need. 

How service is delivered to the customer – the customer perspective view of service delivery – is the only view that 
matters. Customers will not care what it takes, internally to the bank, to deliver that service. They do care that the 
service is delivered with high quality in a simple fashion. Banks that use a customer-centric approach, focusing from 
the outside-in, will understand and measure the customer experience of their services and put in place actions to 
enhance this experience to engender customer loyalty. 

In the end, the way to the customer’s mind is all about context – provide your customer with a simple, intuitive and, 
most importantly, relevant experience.  It might not be an impersonal online interaction that a customer wants, but 
rather a face-to-face one. The point is, a flexible, customer focused thinking bank will know this—and be able to 
predict what a customer will want, as well as, react to that customer in a unique, relevant and satisfying way. 

 
 
 

                                                           
24

 APCA: Switching Accounts. http://www.apca.com.au/about-payments/switching-accounts 
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