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Today, we live in the digital era in which technology is the driving force behind almost every industry, whether 
that is smartphone usage, operational automation, cloud computing for collaboration, or data analysis for 
insight extraction. Financial institutions are becoming more than comfortable partnering with, and as well as 
acting like fintechs.

Introduction

More and more we are seeing banks digitising their processes, 
leveraging and making decisions rooted in data and analytics, 
and placing their focus on consumer experiences that go far 
beyond web and mobile devices. Financial institutions have 
learned that in order to properly compete in a deepening pool of 
competitors, and to maintain relevancy and market share, they 
must become strategically aware and technologically savvy so 
that they are able to respond to consumer expectations. Due to 
all of these factors, there is a keen focus on core modernization, 
consumer channel innovation, business process automation 
and digitisation as banks move towards becoming fully digital.

By enlisting Auditel’s professionals help, with extensive 
knowledge and experience in this industry sector, Auditel can 
highlight the positives and negatives you may not have realised 
before. Our network’s specialist independent expertise can aid 
you to bridge this uncertainty gap through our deep insights and 
industry knowledge. We can aid you in exploring how best to 
meet your innovation requirements, whilst balancing these risks 
and ensuring you achieve the very best value for money.

Financial institutions 
have learned that 
in order to properly 
compete in a 
deepening pool of 
competitors, and to 
maintain relevancy 
and market share, 
they must become 
strategically aware and 
technologically savvy 
so that they are able to 
respond to consumer 
expectations. 
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The smart use of novel technologies is becoming a crucial 
element in the success of businesses. However, no industry 
has been driven by technology as much as banking. A PwC 
study found that over 80% of banking CEOs are considering 
the impact of digitisation on the finance sphere, with many 
of financial organizations trying to keep up with the latest 
tech trends such as chatbots, Artificial Intelligence (AI), and 
Blockchain, to name but a few. Twenty years ago, many of 
the large financial institutions built ‘e-business’ units as a way 
to ride the wave of e-commerce interest – over time, these 
units became the new normal. Internet development, and 
large technology investments have resulted in unprecedented 
advances in overall efficiency. Today’s digital wave is showing 
similar markers: separate teams, budgets, and resources to 
advance the digital agenda. In financial services, this approach 
has been applied to payments, retail banking, insurance, and 
wealth management. Furthermore, we are also seeing this 
migrating toward institutional areas, including capital markets 
and commercial banking.

Market Trends: Digital Disruption

FINTECH

For a long time, new market entrants found it difficult to break 
into the financial services industry. This, however, is not the 
case anymore – FinTech disruptors have found their way in. 
Many of these disruptors are fast-moving organisation, often 
start-ups, with a focus on a particular innovative technology or 
process; they can be found in everything from mobile payments 
to insurance. Many of them have been attacking some of the 
most profitable financial services elements within the value 
chain. This has been particularly damaging to the incumbents 
that historically have subsidised their important, but less 
profitable service offerings. In a recent PwC Global FinTech 
Survey, participants indicated that around 25% of their business, 
or potentially more, might be at risk of being lost to standalone 
FinTech companies within the next 5 years. Global investments 
in FinTech have more than tripled in 2014, reaching more than 
£7.2 billion. Comparatively, banks spent roughly £75.5 billion on 
IT globally in 2014. This is a material number and because it is 
so highly targeted, the FinTech spending will really make  
an impact.

ARTIFICIAL INTELLIGENCE AND ROBOTS

Despite banking and financial services organisations tending 
to be slower to adopt newer technologies, most financial 
services decision-makers are investing in artificial intelligence 
— 52% of executives confirmed they are making “substantial” 
AI investments, and 72% believe it is going to be a business 
advantage. One major AI factor that is so persuasive, is the 
potential cost savings, which are expected to reach around 
£345 billion by 2023. So, how do financial institutions use 
artificial intelligence? One of the most visible ways in which the 
banking sector utilises AI is for customer service from chatbots 
and robots. Many of the largest financial institutions, use AI to 
streamline their customer service functions. Another customer-
facing way AI is utilised is to facilitate mobile banking that 
enables around the clock consumer access to conduct banking 
operations. Furthermore, AI is also fundamental to how financial 
institutions enhance their security and prevent and detect fraud. 

Already we are seeing alliances between leading incumbent 
financial services and technology companies, utilising 
robotics and AI to focus on key pain points, lower costs, and 
mitigate risks. They are focusing on specific combinations 
of capabilities, such as social and emotional intelligence, 
natural language processing, identification of patterns, logical 
reasoning, physical sensors, navigation, and even more. 
Nowadays, they are looking far beyond replacing the bank teller. 
Today, some robots are able to perceive the details of their 
surroundings, recognise objects, and respond to information 
and objects with safe, useful human like behaviours. In time, 
they will be able to perform not only more tasks, but more 
complex tasks. Service robots are only in their early days 
of a long development process, and still have some big 
technological hurdle; however, in the next three to five years,  
we expect modest, evolutionary gains. 

No industry has been 
driven by technology 
as much as banking. 
A PwC study found 
that over 80% of 
banking CEOs are 
considering the impact 
of digitisation on the 
finance sphere, with 
many of financial 
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to keep up with the 
latest tech trends such 
as chatbots, Artificial 
Intelligence (AI), and 
Blockchain, to name 
but a few.
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Market Trends: Digital Disruption

THE CLOUD

As significant as the shift toward cloud-based computing has 
been, this is only the beginning of a long journey. Nowadays, 
many financial institutions utilise cloud-based software-as-a-
service (SaaS) applications for non-core business processes, 
for example CRM, HR and financial accounting. Many also look 
to SaaS for ‘point solutions’ on the edges of their operations, 
such as security analytics and ‘know your client’ (KYC) 
verification procedures. As these application offerings improve 
and as COO/CIOs become increasingly comfortable with these 
arrangements, the technology is rapidly evolving to become 
more like the way in which core activities are processed. 
Soon core service infrastructures in areas such as consumer 
payments, credit scoring, and statements and billings for asset 
managers’ basic current account functions, will be moving 
towards becoming utilities. It is predicted, however, that there 
will be huge gains when new models combine increasingly 
powerful and standard modular platforms with the ability to 
machine learn.

REGULATORS AND TECHNOLOGY

The use of emerging technologies is not only being used by 
financial institutions, but also financial regulators who are 
also rapidly adopting a wide range of data gathering and 
analytical tools. They are using these tools to learn more about 
individual institutions’ activities and overall systemic activities. 
This allows them to monitor the industry more efficiently 
and thoroughly, and to foresee potential issues rather than 
regulating them after they occur. Instances of this include 
some of the supervisory procedures and data requests tied 
to ‘stress tests’, asset quality reviews and enhanced reporting 
requirements that are emanating from Washington, London, 
and Basel. Using these powerful tools on large volumes of data, 
regulators are able to compare scenarios and address potential 
issues prior to becoming full-scale market problems.

BLOCKCHAIN 

Several industry groups have come together to commercialise 
technology and apply it to real financial services scenarios. 
Technologies such as blockchain are already initiating a 
revolution, that is questioning the conventional economic value 
offered by the banking and financial service industry. Blockchain 
is altering the ways of many traditional business models with 
peer-to-peer lending, smart contracts and digital payments, 
eliminating intermediaries and speeding up underlying 
processes. Blockchain is predicted to save as much as £15.4 
billion in annual operating costs for the banking and financial 
service industry. This has led to an increasing number of banks 
deploying this technology within commercial production. In the 
near future, the use of the blockchain “public ledger” is going 
to become an integral part of financial institutions’ technology 
and operational infrastructure. In addition to blockchain, 
cryptocurrencies such as Bitcoin, Ethereum and Ripple are 
slowly gaining traction, questioning the need for physical 
cash itself. In this situation, in which assets that were once 
considered core, are no longer so, and controls that once served 
to protect are themselves giving rise to new regulations – 
fundamentally, the industry seems to be headed towards  
a rebirth.

CYBERSECURITY 

Financial services executives are already exceptionally familiar 
with the impact that cyber-threats have had on their industry. 
In 2016, 69% of financial services’ CEOs reported that they are 
either somewhat or extremely concerned about cyber security 
threats, compared to 61% of CEOs in all sectors. This, however, 
is unlikely to positively change in the close future, due to the 
following:

• Third-party vendors 

• Rapidly evolving, sophisticated, and complex technologies

• Data exchanges across-borders

• Increased use of mobile technologies, including the growth 
of the Internet of Things

PwC’s Global State of Information Security Survey 2016 found 
that there were 38% more security incidents detected in 2015 
than in the previous year.  Many financial institutions still rely 
on the same information security model that they have used for 
years: one that is controls- and compliance-based, perimeter-
oriented, and aimed at securing data and the back office. But 
information security risks have evolved dramatically over the 
past few decades, and the approach that financial institutions 
use to manage them has not kept pace.

Blockchain is predicted 
to save as much as 
£15.4 billion in annual 
operating costs for the 
banking and financial 
service industry. 
This has led to an 
increasing number 
of banks deploying 
this technology 
within commercial 
production.
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about cyber security 
threats, compared 
to 61% of CEOs in all 
sectors.
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Industry Trends

TRUST

Trust is fundamental – acquiring it, maintaining it and utilising 
it in a way that ensures it is not lost. Today, as a result of 
the challenge from FinTech and tech companies, trust is the 
main asset when banks and financial institutions try to win 
customers over and ensure that they stay. Fintechs and big 
techs have already established some trust with customers 
and are increasingly gaining trust based on smarter services 
and seemingly lower prices, supported by secure systems. In 
comparison, many banks are having to fight to ensure that they 
remain trusted by their customers, as they are heavily affected 
by legacy systems and compliance regulations.

THE SHARING ECONOMY

In the near future consumers will need banking services, but 
many most probably will not turn to a bank to get them – well, 
not what we traditionally think of as a bank today. While the 
colloquially know sharing economy may have begun with cars, 
taxis, and hotel rooms; financial services are set to follow 
suite soon. In the case of the financial sharing economy, this 
refers to decentralised asset ownership and using information 
technology to find efficient matches between providers and 
users of capital, rather than automatically leaning on banks to 
be intermediaries.

BIG TECH 

Google, Apple, Facebook and Amazon (also known as GAFA) 
have earned tribal loyalty among many consumers though the 
development of relevant services with high usability, with much 
higher quality than anyone else has provided before. As they 
are expanding, the financial sector is now looking to them and 
questioning why the financial sector can’t do the same with 
payments and other financial services, as big techs have done 
with telecommunications, music and transportation?

However, before GAFA begins to disrupt existing FinTechs 
and banks, they themselves have some other obstacles 
to overcome. GAFA is evolving into FATBAG, consisting of 
Facebook, Amazon, Tencent, Baidu, Alibaba and Google, as the 
new Asian giants are evolving much quicker today. Today, Alipay 
(the financial arm of Alibaba Group) is the leader of mobile 
payments in China and has a total of 870 million users globally. 
Furthermore, they are also looking to support the expansion of 
Chinese influence globally.

“CUSTOMER INTELLIGENCE” 

Do you know what your customers value? In the past, customer 
intelligence was based on simple heuristics, built from surveys 
and focus group style investigation. These acted as proxies 
for real, individualised data regarding consumer behaviour, and 
the results were rather vague. Now, technology advances have 
enabled businesses to access exponentially more data about 
what their users do and want. It is an incredible opportunity for 
whomever can utilise analytics to unlock the information inside, 
in order to give customers what they really want from  
their services.

ASIA AND TECHNOLOGY-DRIVEN INNOVATION

Around the world, the middle class is projected to grow by 
180% between 2010 and 2040; and with Asia’s middle class 
already larger than Europe’s they represent a large market. As 
of 2020, the majority share of people considered to be “middle 
class” is expected to shift from North America and Europe to 
Asia-Pacific. Furthermore, over the next 30 years, around 1.8 
billion people are expected to migrate into cities, predominantly 
in Africa and Asia, creating one of the most important new 
opportunities for financial institutions. Trends such as these 
are linked strongly to technology-driven innovation. Over time, 
more jobs in cities have led to better technology infrastructures 
in urban areas, which has attracted employers who can now 
serve global markets. As a result of this urbanisation, there is a 
growing middle class across the emerging markets.

Do you know what 
your customers value? 
In the past, customer 
intelligence was based 
on simple heuristics, 
built from surveys 
and focus group style 
investigation. Now, 
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businesses to access 
exponentially more 
data about what their 
users do and want.

While the colloquially 
know sharing economy 
may have begun 
with cars, taxis, and 
hotel rooms; financial 
services are set to 
follow suite soon.
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Industry Trends Human Capital

OPEN BANKING 

Open banking is a common concept in both the US and UK, and 
it was recently implemented through the European Payment 
Services Directive (PSD2). The concept of open banking is 
going to completely revolutionise the way in which we look 
at and utilise financial services in ecosystems. Now financial 
institutions have to open up upon request from the customer, 
which hugely alters the balance between bank and customer. 
Due to reduced transaction costs and increased transparency, 
customers can now choose more freely. It is predicted that 
this will hugely benefit the innovators and customer-focussed 
players within the industry.

The online invoice payment provider Klarna is a prime example 
of a fintech company that, most likely, will benefit greatly 
from PSD2 by placing itself cleverly into customer purchasing 
processes. As a result of PSD2, Klarna can receive information 
about customers’ disposable funds in their current financial 
institution and offer to finance the remaining amount over 12 
months at the exact moment of purchase. GDPR and PSD2 are 
two regulations that complement one another for good reasons. 
PSD2 allows organisations to get into the driver’s seat purely in 
terms of data – the customer decides who uses data and where 
data are to be used. However, this puts new demands on data 
recipients and data processers; from here it is expected that 
there will be a completely new and very interesting regulatory 
task in the future. Banks still maintain a special role as a trusted 
party, however in the future, they will act as “data banks”. 

THE SKILLS GAP

The skills gap in the finance industry is widening continuously. 
In 2016, a PwC survey found that 70% of financial services 
CEOs saw the availability of key skills as a growth threat. 
This is being driven by the increasing capabilities of digital 
technologies and the emergence of new roles within the finance 
sector, for example data scientists, and software engineers. 
There are, however, not enough developers or data scientists 
in the talent pool that are suitably well-versed in finance. And 
the problem persists. The 2016 Financial Services and IT Study 
by Peak 10 found that despite more than 75% of financial 
institutions creating new IT roles in recent years, over half of 
them were finding it either “difficult” or “very difficult” to fill 
these roles.

SHORTAGE OF MID-CAREER CANDIDATES

There’s not just a lack of millennial talent that is a problem, 
there is also a huge shortage of mid-career prospective 
employees too. The financial crisis of 2008 and the low 
economic years that followed resulted in many people leaving 
the financial services industry, resulting in fewer mid- and upper-
level professionals in the financial services job market currently. 
These candidates, however, are now in high demand as the 
economy has rebounded back up, boosting growth within the 
industry. Many financial services recruiters are looking to attract 
talented professionals who have gained experience in payroll, 
accounts receivable, and accounts payable in other sectors. 

The concept of 
open banking is 
going to completely 
revolutionise the 
way in which we 
look at and utilise 
financial services in 
ecosystems.

70%
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availability of key skills 
as a growth threat.
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of 2008 and the low 
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followed resulted in 
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industry. 

These candidates, 
however, are now in 
high demand.
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Human Capital

£3,175
the cost to hire a 
replacement should 
they fail to retain an 
employee, excluding 
the cost of severance 
pay and training their 
replacement.

In order to remain 
competitive, both base 
salaries and incentive 
opportunities have to 
be highly attractive.

RETAINING MILLENNIAL TALENT

Retaining employees is of vital importance in an industry 
where only 10% of millennials plan to work for the long-
term (PwC). It costs an organization an average of £3,175 
to hire a replacement should they fail to retain an employee 
according to the Society for Human Resource Management – 
this is excluding the cost of severance pay and training their 
replacement. Financial services organisations need to put into 
place a variety of employee retention strategies to ensure that 
their best employees stay with them. Professional development 
opportunities need to be provided to both create more 
knowledgeable employees and also increase an employee’s 
investment in their financial services career.

JOBSEEKERS HAVE MORE CHOICES AND MORE POWER

As top tech talent and qualified financial services professionals 
are becoming more harder to find, jobseekers in this market 
have a multitude of choices. Though financial services jobs 
often offer market-leading pay, this might not be enough to 
attract and retain the scarce talent that’s available.

Furthermore, this current situation places talent in a position of 
power, and financial services organisations can expect lengthy 
salary and benefits negotiations to occur in the war for talent. 

In order to remain competitive, both base salaries and incentive 
opportunities have to be highly attractive. Going beyond the 
monetary benefits, candidates expect value to be added to 
the job through a great company culture. The provision of 
benefits such as employee wellness programs, team building 
events, and professional development workshops all make an 
organisation stand out from the crowd.
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All these trends show that the financial sector is evolving with 
the times. Currently, there is an increasing focus on customers, 
new players are entering the sector and regulations are 
continually influencing the playing field. In order to stay ahead, 
the financial services company of the future needs to address 
how they will respond to these new trends to ensure that it 
stays relevant both for now and their future.

While it is clear that increased use of technology is the way 
forward for banks, several uncertainties remain. To be most 
effective, banks and financial institutions are going to have to 
re-define themselves as agile technology companies within the 
financial services industry. As banks manage the developments 
that have already made an impact, their ability to transform 
themselves with speed and agility, and their future strategies 
to survive the next revolution will determine who will come 
out on top in technologically advanced future. Alignment of 
organisational goals to customer needs is going to be a primary 
determinant of which players are going to survive. The advent 
of technology has created more opportunities to serve the 
consumers at scale but also resulted in many  
complex challenges. 

There is not a single, standard solution to these challenges. 
However, as a financial services sector executive, now is the 
time to re-examine your organisation’s portfolio through the 
lens of the new conditions that currently face us. The risks 
of making such decisions can be significantly reduced if 
organisations ensure that they have a truthful comprehension of 
their current business standpoint and a 360-degree view of the 
challenges that are confronting them. Once this strategic high 
ground has been achieved, decisions regarding the investments 
required for growth and productivity become significantly less 
stressful. 

Auditel have worked with many financial services organisations 
over the years and have a deep understanding of the sector’s 
challenges and needs due to our extensive network or experts. 
By engaging Auditel at the right time, independent external help 
that works alongside your existing leading operational teams, 
we can level the playing field and strengthen your competitive 
advantage, whilst ensuring you achieve the very best value  
for money. 
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