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KAR 029: Trends & Best Practices in Retail & Commercial Banking Distribution
A global synthesis of leading thinking and insights (brochure and sample slides)

+ ICG’s 29" Knowledge Area Review (KAR), covering trends and best practices in retail and commercial

banking distribution

. . » Over 180 pages (samples attached) of in-depth information, drawing on the best public-domain thinking

What is this . L .

report? and practice globally from consulting firms, academics and others
+ Created by a global team with many years of collective experience in retail and commercial banking
 Priced at US$7,500 (plus any applicable taxes) per organisation for an unlimited internal global license
* Published in February 2016

* What are the current state and key pain points for the Retail and Commercial Banking industry?
* What are the current suite of channels and distribution types for traditional banks (new and old)?
What questions * How are these distribution channels performing today?

does it answer? * Are banks prepared for the inevitable migration to ecosystems, or is it inevitable?

+ What are best practice banks doing, and how is this leadership assured?

* How do we envision the future state of distribution in Retail & Commercial Banking?

Get smart fast on issues of retail and commercial banking distribution, including:

» Approaches to distributing products in an omnichannel world

* The needs of clients for more and more personalization, analytics, automation, agility, etc
* The explosion of digital channels and devices

» Social media implications

* Implications for infrastructure, technology and physical (branch) channels

» Organizational models and implications

Why buy it?

Where can * From your local ICG affiliate or office
| buy it? * From the lead author Gerry Purcell (Toronto, Canada - gerry.purcell@internalconsulting.com)
* From ICG’s web store at http://internalconsulting.com/store/knowledge-area-review/
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Executive Summary (1)

The more things change, the more they stay the same. That may be true in some aspects of life, but not in
the banking industry. At a global level, the scale of change in the industry since 2008 has been
unprecedented. The industry is anything but the same.’

No other area of banking is changing more dramatically than how banking products and services are
distributed. From a baseline of channels, many more have emerged and/or evolved, the nature of
partnerships has changed significantly, as are the needs of increasingly diverse ciustomer segments in both
retail and commercial business lines.

The focus for this Knowledge Area Review (KAR) is Retail and Commercial Distribution and global best
practices, including:

+ Digitization and the advance of Fintech providers is thanging the competitive dynamics and operating
models of Retail and Commercial Banking

+ Technology and how it is enabliing new ways of serving clients while lowering the cost of doing business
» Improvements in mobile technology are enabling banking anytime, anywhere, with deep personalization
» Client demands, and banks’ responses to provide access over any device

 Big data making it possible for firms to draw major insights into customers’ lives from their transaction
social and other data

» Opportunities to inject a social and societal context into banking services with Social Media

« And most importantly, customer expectations to be able to access their bank and its services on an
omnichannel basis with (near) real-time capability
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Source: (1) “Transforming banks, redefining banking: Global Banking Outlook 2014-15,” E&Y, 2015.
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2¢ * Life cycle/life events/outcomes
today? * Regulatory issues
* Current sources of differentiation
2d Are banks prepared for the inevitable migration
to eco-systems?
) What are best practice banks doing, and how is
€ this leadership assured?
¢ How do we envision the future state of
distribution in Retail & Commercial Banking?
3 Knowledge Sources Relevant published materials for further reading
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Customers report increasing preference for mobile and Business Models a
social media channels

HOW CUSTOMERS WHO INTERACT AT LEAST ONCE HOW FREQUENTLY DO CUSTOMERS USE
PER WEEK INTERACT WITH SELECT CHANNELS VARIOUS CHANNELS?

"/
Online/Internet A‘S‘, ALY 14%
60% (Q) o
'

o N L
Mobile gRAL 18% 12% 41%
46%
Il 2013
ATM 29% 7%
i
6%
Branch SRS 29% 10%
13%
7 1ay 37%
Call Center 3% 0 b
™

Online A Mobile Branch Phone Social Media T
M Daily
B Weekly 100%
B Monthly
B Few times per year
Never
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Cases: Selecting the right partners and ecosystem now

becomes a critical core competency

ING/ Kabbage
partnership

Barclays Bank
launches Rise
New York

Banco
Santander
partners with
Monitise
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ING has partnered with Kabbage to provide
near real-time loan approval for SMEs. As
part of the partnership, ING and Kabbage
will start a pilot in Spain, offering small and
medium enterprises loans up to EUR

100,000,
ING

Barclays opened Rise New York. a nhysical
space and virtual global community
designed to pioneer the future of financial
technoloay. By tha end or 2016, Barclays
plans to have operea Rise lhubs in North
America, Europe, Afiica, and Asia.

% BARCLAYS

Spanish lender Banco Santander and
Monitise announced a 50:50 joint venture
agreement to launch a fintech venture
builder later this year.

Source: ICG research (Commercial Banking GIR November 2015)

An example of an incumbent partnering
with a Fintech player to provide
convenient and straighficrwara aceess to
capital. Loans can be processed within
10 minutes.

A\ M/ [pXo YO P Je}

Europe

An example of incumbents driving North America
innovation and the future of the financial
industry. More than 80% of Accelerator
program companies achieved their
funding goals soon after completing the
program. 7 out of the 10 companies from
the most recent London Accelerator are
exploring opportunities with Barclays
rise
new york

The joint venture will be aimed at Europe
investing in, building, and scaling Fintech
businesses with the potential to redefine

and support financial services globally.
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Customer interaction points are evolving to self service, digital, and driven
by ecosystems; live services are becoming increasingly advisory

Conceptual B

Channels & Customer Interaction Model (Retail & Commercial Banking)

Interaction
| Channel

Type

Key
Channels
including
primary,
secondary,
and
specialist/
niche
(average
usage
where
available)

Other
information

Interaction
Type

Digital

Web @
Mobile (20-30
times per month)

ATM (3-5 times @

per month)

Credit/Debit Card

L y

e Simple @ e Facebook
Platforms & — ) .
Ecosystems * Twitter

e Forlms e Fully-flsdged and

complex siatforms and

e Peer-to-Peer ecosystems

Outbound and Inbound
Service and sales via
social media including
P2P and B2B cohorts

¢ Increasingly driven by
data analytics and
multiple parties/
providers

\}

Cait Centre (5-10 * In-Store/Branch H
times per month) = (1-2 times per
year)

Video @

e Extension of
transactional in-branch
experience with
increasing advice
element

Primary and secondary
servicing

Inbound and outbound
calling

e Provision of services and

outbound sales of
product through tied or
independent broker or
salesforce

Routine transactions
automated

Advisory transactions
provide live via a number
of tools

Basic Requests & Transactions (delivery cost and fee requirements increase moving from self service through to advisory)

Advisory Services (product and customer need/experience/outcome dependant)
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Source: Framework adapted from “Introducing Telcos Latest Innovation, Customer Interaction, A.T. Kearney 2014 survey of 300 CXOs across telecom,

banking, insurance and utilities; Estimates of average usage for Banks 3.0 Brett King and The Financial Brand, 2014; ICG analysis

:

© Internal Consulting Group 2016



Companies need to consider 11 fundamental social media
tactics when building personalized customer relationships

Social Media

Social
media
roadmap

Social Media
Tactics

Description

Customer
Acquisition | Selling

Revenue Growth

Cross

Operating
Efficiency

Cost to
Serve

Risk Mitigation

Brand
Risk

Fraud

Clustering Build communities around interests and hobbies ‘ .
to attract prospects and acquire customers

Gamification Increase community engagement around products/ \ » .
education content ‘ I_ »

Sales Push personalized offers and transform ixiio a ‘ .
sales engine J

Banking Perform transactions and retrieve praduct information j >

platform

Seeding/ Increase social wor of mouth: leveraging virai network

demand leverage

effects by faraeting kev community influencers

Listenirg and
raonitoring

Monitor, respona, ask andJ promote offers

Crowd sourcing

Levarapz the communities to foster product and
seqvice innovation (feedback management)

060~
06O

Conteni Use people as a brand/product advocate
(and marketing agency)
Branching Complement physical with social presence

00 O 64O

Collaboration

Introduce new tools to stimulate internal collaboration
and to spread best practices through the organization

Customer
service

Add another channel to provide service

o060
6606

066 60

Impact

. Very High

‘ High

' Moderate

) Some
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Source: “Moving beyond listening and monitoring, Social Media Marketing for Financial Services,” Accenture, 2014
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Voice

25% of consumers utilize one to two channels when seeking g
customer care and 52% of consumers utilize three or four channels Vieeo

STATISTICS SHAPING THE FUTURE OF CALL

CENTRES IMPLICATIONS FOR OMNICHANNEL

« The top three drivers for investing in customer « Contact channels ather inan the phone, such as
experience management are: improve customer email, Web self-service, chat, and other online
retention — (42 %); improve customer satisfaction techniques, now account for more than 30 percent
— (33 %) and increase cross-selling and up- of customer service singagements. Web self-
selling — (32 %) (source: Aberdeen). service and email dominate this mix (source: CFl

- Artificial Intelligence is now being applied to seif- Giroup).
service to make it smarter, faster, and better = 25% of consumers utilize one to two channels
(source: ICG). when seeking customer care and 52% of

«  An estimated 60% of casitact centers utilize consumers utilize three or four channels (source:
home agents today in scme capacity and the Ovum).
forecast is 80% by year-end 2013 (source: * More than 50% of Facebook users and 80% of
Customer Conduct Strategies). Twitter users expect a response to a customer

«  Speech analytics solutions are currently in use in service inquiry in a day or less (source: Oracle).

24% of all organizations, predominantly used by 57% best in class companies measure support

services, outsourcing, and finance organizations centre success across email, chat, web, and

(source: ContactBabel). voice, and 62% use integrated voice response
(IVR) (source: Aberdeen).
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Source: VPI Blog — 40 Stats Shaping the Future of Contact Centres



Live customer service interaction will focus on selective Voice °
value-adding differentiation, with routine contacts being viond
handled through automated channels (e.g., robotics)

HOW IMPORTANT WILL DIGITAL VS RETAIL
USING VIDEO CONFERENCING FOR THE CHANNELS BE FOR CUSTOMER
PROVISION OF EXPERT ADVICE(" INTERACTION IN 20177

» Telcos are facing mounting competition from Internet-
based newcomers who have won customers with
automated self-care channels that eliminate standing in
line at the store or holding for a call centre agent. And 50 - ?
Banks are experiencing similar challenges.

55 - 54

* 90% of respondents to a recent survey plan to expand
the number of customer interaction channels by 2017.

* In many cases, customers want a direct relatiorship,
including face-to-face interactions. That said, the
importance of inbound custemer coriact centres arid
third-party channels will wane over the next few years,
with a corresponding rise in other retaii aind digital

% of responderits
N
[é)]

channels. 15 4
* To keep costs in check, and to invest in what really 10 -
makes a difference, many organizations are looking to 4
deflect or avoid routine interactions by providing 5
customers with tools to help themselves or one another. 0 -
o . . . . Similar to today Both digital and retail Primarily automated
* The majority of transactional customer interactions will and digital
be ?Vo'ded all together or handled in self-help Customers will not Customer care will Only 20-30% of
environments. switch to digital be mostly digital today’s volume will
. remain live
Scenario
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Co Digital a
Digitizing processes doesn’t have to mean all processes Capabilities

SMALL(ER) SCALE TRANSFORMATIONS CAN HAVE EXTENSIVE BENEFITS

e Maximize the use of existing technology. Many ¢ Place a few selective big bets. There will be
banks have deployed imaging and work-flow places where a larger fransiormation is called for.

systems, and other connectivity and work-
management technologies.

e Considei carefully wnether automating every
aspect of a process cr product is necessary. Often

e Many however do not go far enough in enforcing one or a seiect few aspects of a process consume
their use, for instance, in one bank frontline staff the greatest resources (in the form of inaccuracies
continued to send documentation by fax, causing or rework). Concentrate on these, do not digitize
significant inefficiency downstream. everything in one go just its own sake.

e Capabilities must be evaluated, along with e One European bank that went through a
solutions’ usage rates and barriers to agoption. systematic mapping of its processes for

automation potential found that fewer than ten
processes represented the bulk of FTE capacity.
In these targeted areas, the bank embarked on
more radical investments, retiring old platforms,
deploying new digital solutions, and reinventing
the way the process works.

e Apply lightweight technology interventions.
Banks can realize significant performance gains
with surprisingly small targeted investments (e.g.
greater deployment of tools like e-forms and
workflow systems).

e These techniques can often be developed and
implemented relatively quickly, sometimes without
deep integration into complex legacy
architectures.
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What are best practice banks doing, and how is this leadership assured?

MANAGING CUSTOMER e An overview of best practices in migrating consumers to digital
A ' JOURNEY AND MASS channels, as well as the necessary institutional capabilities that
MIGRATION will be required

CHANNEL BEST ¢ Innovations from banking and insurance to the customer
PRACTICES experience across all channels

¢ Manzging channel cost and price differences

OPERATIONS & ¢ Alook at the challenger bank threat and the debate over the
TECHNOLOGY necessity of branch networks

PEOPLE e The people side of omnichannel strategies and a look at the
importance of employees “buying” your brand

KAR 029 — TRENDS & BEST PRACTICES IN RETAIL & COMMERCIAL BANKING DISTRIBUTION — BROCHURE © Internal Consulting Group 2016



A seamless experience: customers don’t want to have to Channe! Best e

explain their needs multiple times

(Value
Creation)

LINK ALL CHANNELS TO CREATE A SEAMLESS EXPERIENCE

Omni-channel banking: preferences per channel and cross-channel journeys

Quick
- view account balance v
- view stock prices & ks

- payments s S % =

= r & 2 S %

apply for i?)?tgasgeeg Loan applicati © & s E 2

. tion
- buy stocks the cross-channe! joumey [ D 1= H
- set budget goals Lheck rz raies | s | m .
- pay bills — G\ e
- compare 401ks —_— __»ek_cﬁ_rglct; [ e
N Apply | L)
=5 ’ l; Get Heip ™—®
Casual I I\ / Sign Contract ‘®
- view stock portfolio /)1 View status
- compare mortgage rates /
- see spending patterns p-

Physical
- sign 401ks
- sign mortgage agreements

A truly superior, well integrated, omnichannel experience significantly increases the

likelihood of completing an application or sale.
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Source: “Omni-Channel Banking: The Digital Transformation Roadmap,” Efma/Backbase, 2015.

e Lirnking the channels. The next step is

to link the channels together to allow for
szamless transitions to the channel of

choice.

Each device has its own use patterns.
Different devices will be used at different
times of day, or in different situations. Its
likely that a customer will start a task on
one device and will take the next step on
another. For this reason, the channels
must be integrated for an optimal
experience. Customers do not like to
have to explain their needs more than
once. The same principle that applies in
a branch applies across all channels.

The real game changers are linking
those channels into one unified journey
to the banking sector. Exchanging
information, processes, and data
between different applications, and
making the switch between channels
seamless and intuitive.

© Internal Consulting Group 2016 13
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Executive Summary

Topics in Retail and Commercial Banking
Distribution

What are the current state and key pain points
for the industry?

What are the current suite of ckannels and
distribution types for traditional banks (iiew and
old)?

How are these distzibution channels performing
today?

Are banks prepared for the inevitable migration

to eco-systems?

What are best practice banks doing, and how is
this leadership assured?

How do we envision the future state of
distribution in Retail & Commercial Banking?

Knowledge Sources

Overview of our research and findings

A global synthesis of Retail & Commercial Banking
Distribution insighis

Yn This Section:

* Seven elements of a successful distribution strategy, how
zhey are applied and some thoughts on what the future
holds drawn from thought leaders

Key Chapter Takeaways:

* Banks must respond in a comprehensive way to the
digital and service imperatives — many seek to do so,
few have been successful

* Client needs are changing, rapidly. There are lots of
examples of non-traditional players who could eat your
lunch

* The future is about lifecycle outcomes

* Business, Tech, Ops and Brand must be aligned end to
end to enable a truly omnichannel capability

* As always, successful execution is key

* There will be significant impacts on talent and required
skills (e.g., move from transactional focus to advice)

Relevant published materials for further reading




As more and more people utilize social media,
increasingly expect banks to offer services via these

platforms, and ... it’s good for business

customers will

Client right
offer and
solutions

Looking ahead to social lifestyle banking

e Driving value proposition

Nearly three of four internet
users will be using social
networking sites: A significant
opportunity to leverage social

media

N

through social convenience

¢ Building social intimacy
with customers to develop
personalization

model to ephance the bank’s

knowledg f the customer
Soczial
CkExternal / Customer Medi
Bankil%
. Increasing om social o
referrals, ¢ er acquisition, Advantages

and 10X sales opportunity
through social connect

 Adopting an advisory model X nends™ N e Adding social media as
rather than a transactional ! ———‘V‘— an addition to the existing

) N
Connactirig with ey
theziife of a (Ni0) customer to
unclesstand hissner life stage

channel (mobile, internet,
branch) offerings

e Developing a personalized
banking companion rather
than a process functionary

. - .
Increasing customer retention
customer advocacy

A gradual shift in
information and

Promoting iUtion to
Significantly more

edge over competition fx?/
| information can be

transactional

commeoditization
leveraged from social

touchpoints between
banks and their
customers

e Getting ready for
the generation Y
customers

e Building brand and
brand champions

media channels —
tailoring of services to
cater to known needs
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Source: “Social Banking: Leveraging social media to enhance customer engagement,” Capgemini 2014
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Our Global IP Publications library 1s uniquely designed to meet your needs

for public and syndicated reports, along with bespoke research

A
Y

-

TIR — The Insights Review

Reviews of published insights from
the word’s leading branded
management consulting firms

KAR - Knowledge Area Review

Synthesized and structured
publically available knowledge from
across the global on your chosen
topic.

GIR — Clob=! Inuustry Radar

Global scan of relevant market
evolution, trends, and important
innovations and impactful case
studies

LIR - Local Industry Radar

Local comprehensive and expert
analysis of a chosen industry sector

ﬁ GENERAL

ﬁ

CCS - Certified Case Study

Best publically available information
supplemented where possible with
mystery shopping

BAF® — Best Affiliate Forward

Fit for purpose professionals to assist

with custom confidential
research, ysis and insight
generation often augmented with
industry leading methods

ERT — Expert Round Table

Focused collation of expert insights and
opinions on a subject matter of interest.
Can be convened with local and or
global experts.

KEY

General Buying Pattern

SPECIFIC == ma CUSTOM / BESPOKE
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Stay tuned to the Retail and Commercial markets through exclusive
access to our GIR product — licenses are available for Canada and US

As at February 15, 2016

) a o - - ®
Global Industry Radar (GIR) . |
Competitively advantaged access fo innovations and cntical developments in your ‘
industry sector/function from our unique global scanning capability

Y o que global scanning capability . GIR SUBSCRIBERS (illustrative)

The Global Industry Radar (GIR) provides advantaged access to insights, innovations, developments and key
sectoral activities across the globe that are relevant to your business. Each GIR provides comprehensive
coverage of what you and your team need to know so you are always well informed.

Typically Executives have had to rely on a myriad of inputs from the media, industry journals, consulting firms and
global discovery tours to uncover developments. This is an expensive, idiosyncratic and less effective search
process than ICG’s revolutionary new GIR Global Industry Radar tool.

Uniquely, ICG limits subscriptions to one organisation per region, but actively encourage a network of peers from
across the globe, therefore each radar not only provides local competitive advantage, but offers the potential for
wide spread international collaboration and knowledge sharing.
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