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The aim of this thesis is to understand both the opportunities as well as the challenges that the
financial industry, specifically banks are facing due to technological and regulatory changes
and to provide recommendations on future strategies. Banks are often hesitant to be the early
adopters of technology, but with the world becoming more digital day by day, they need to
embrace the change which Fintechs and challenger banks have so far been good at. This study
focuses on how banks can do more than just fulfill compliance requirements and instead uti-
lize technology and also partner with Fintechs to offer a broader range of services to their cus-
tomers.

The thesis begins by exploring whether Fintechs and banks currently consider each other as
partners or competitors. Second, the thesis outlines the major regulatory changes and analyzes
their impact on the banking sector. Generally, when regulation and compliance changes are
linked with banks, they are usually looked at from the point of view of cost. The thesis looks
into how regulation changes can also be looked at from the point of view of opportunity by
using the available technology and being faster to market. The thesis applies the inductive
method where primary qualitative data is collected via interviews. A list of questions regard-
ing technology and regulation were discussed with experts from the banking and Fintech do-
main.

The study can be useful for both traditional banks and other players planning to provide new
services. In conclusion, the study suggests that banks needs to look beyond regulation and
imagine how data can be utilized and expand their service scope by acquiring or funding
Fintechs to bring agility in solution and service delivery. As banks already have the needed
infrastructure, one of the options is to focus on becoming a PaaS or laaS on which others can
provide the services. One of the challenges banks need to face is the entry of the technological
giants who have the potential to expand, and to compete banks need to collaborate with part-
ners, look at other source of revenue by utilizing their infrastructure and data assets and finally
provide services which customers desire and enhance their experience.
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1 Introduction

Lately, the financial sector has witnessed digital disruption in the form of mobile
payments, white label banking and regulation changes such as PSD2 and GDPR.
These have provided opportunities for both Financial Technology (Fintech)
startups and traditional banks to offer new services to customers. But unlike be-
fore, third parties could now request the banks for access to the account and
transactional data of a customer and offer services that banks are either unable to
or are poor at executing. This means that banks either create the needed services
or collaborate or compete with Fintechs, resulting in compromising a part of the

market share.

Due to the organizational structure banks operate in or due to their culture, it fol-
lows that they are not as agile at delivering services when compared to Fintech.
As an employee working in the banking sector and experiencing the change that
both regulations and new technology bring along with them, the objective is to
study the impact of both of these forces and to be able to make strategic recom-
mendations for financial businesses within the Nordic market to cope with the

change. This includes the strategic options of collaborating with Fintechs.

The digitalization of banking services slowly began with the introduction of the In-
ternet. The trend continued with the popular Consumer-to-Consumer (C2C) model
of electronic commerce (Gonzalez 2004) where one creates an account using a
credit card to make payments, whereas today online payments link directly to our
bank accounts. This has become the focus of services offered by both Fintechs
and banks to gain customers. Their success depends on the ease of use of the

service.

Technological innovations and developments have enabled the financial world to
move towards the digital era. Gone are the days where consumers preferred per-
sonal contact while taking care of their day-to-day finances. Today’s customers
are inclined towards digital services and want to use the services with minimal
physical instants and financial technology companies are transforming it. (Skan,
Dickerson & Masood 2015.) With this a customer can perform their day to day
transactions without visiting any branch office with more freedom and ease. This

will inevitably have an impact on the employees working in the branches, and by
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2020 it is expected that more than 20 % of the branch office will be closed. (Sulli-
van, Garvey, Alcocer & Eldridge 2014, 11.) As anticipated, technological disrup-
tions impact traditional banks and to tackle these, banks now need to take drastic
measures in terms of layoffs and restructuring along with improvements required

to fulfil customer demands.

Internet banking is on the rise: in Nordic countries, over 80 percent of individuals
between the age of 16 to 74 years use online banking. (Eurostat 2019.) In Den-
mark, the figure is nearly 90 percent (Figure 1). Due to the changing customer
preferences the need for physical interaction with banks employees is in low de-
mand. In October 2017, the largest bank in the Nordic region, Nordea, announced
6 000 jobs cuts to increase its competitiveness and minimize costs. (Yle 2017.)
Other banks within European Union (EU) have also felt the impact from technolog-
ical change. Handelsbanken announced in October 2018 that it was planning to let
go 1 600 employees to focus on greater digitalization (Bloomberg 2018), and Bar-

clays is again going through a round of restructuring after layoffs. (Nytimes 2019.)
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in EU, 2018 (aged 16 to 74 years)

100
90
80
70
60

40
30
20
10

Latvia I —
Malta ——
Slovakia —————
Spain I
Italy ——

Cyprus

Finlancl  m——————
Estonia ——
United Kingdom  =e—
France I
Czechia ma——
Ireland = —
Austria TEEE——
Poland ——
Croatia m———

Hungar\,- ]

Greece =
Bulgaria m

il
o =
Denmark ——————
Sweden I
Belgium ——
Lithuania e —————
Germany | S —
Slovenia e—

Portugal —

Romania =

MNetherlands I
Luxemhbou (g | ——

Figure 1. Percentage of individuals using internet banking in EU, 2018. (Eurostat 2019)

With time, banks must catch up with Fintech and work on new customer needs in

terms of payment services and financial regulations. (Salmony 2014.) Figure 2

displays a clear decline in the number of bank branches in certain European coun-
2



tries from 2014 to 2018. It is likely that new technologies have played a role in de-
creasing the necessity for physical infrastructure. By adopting flexible working
practices to minimize the floor space needed and by moving non-customer facing
roles to nearshore or offshore locations, banks wanted to decrease head office
costs. (S&P Global Ratings 2019.)
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Figure 2. Number of bank branches per 100,000 inhabitants in selected EU countries.
(European Central Bank, S&P Global Ratings 2019).

Online banking usage has doubled over the decade, with 25 percent of EU resi-
dents using it in year 2007 to 54 percent in year 2018 (Eurostat 2019) (Figure 3).
This is consistent with the trend of digitalization as more and more individuals
move towards digital services. This has also given the opportunity for both
Fintechs and the so-called challenger banks who operate digitally without physical
locations. They are able to provide additional services on top of already existing

ones as the demand for digital banking increases.
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Figure 3. Increase in individuals using internet banking in EU from 2007 to 2018.
(Eurostat 2019)

With the introduction of new technologies, the way people use banking services
has changed dramatically. Along with Fintechs, major technology companies such
as the GAFAMs (Google, Apple, Facebook, Amazon, Microsoft) and the BATs
(Baidu, Alipay, Tencent) will challenge the traditional banking systems as the world
becomes more and more digital. (Birch 2018.) The ones who do not catch up with

the change will lose the competitive advantage. (Krishnan 2014, 30.)

On the other hand, banks can also use digital technologies and offer tailored ser-
vices to the customers based on their needs and at the same time become effi-
cient in doing so. With changes in regulation such as PSD2 and GDPR and finan-
cial technologies coming in, customers have more services to choose from in form
of internet or direct banking. This brings both opportunities and challenges for the
banks to provide better services as they need to complete with services being pro-

vided within the market.

In this study, I will explore the impact of the changes in both the technical and reg-
ulatory spheres from the point of view of Nordic customers. The Nordic region is
especially interesting as it already has the highest share of online banking cus-
tomers. Therefore, the Nordics can provide a useful viewpoint into what is likely to

occur in other European countries where customers are currently not as inclined
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towards digital banking services. Historical data will be gathered from across the
EU to understand and anticipate the outcome of changes in regulation and tech-
nology advancements. For this study, the primary data will be collected by con-
ducting interviews with a group of experts working in the regulation and Fintech
domains within a large Nordic bank and in Nordic Fintechs. Secondary data will be
collected through analysing information previously gathered by established institu-
tions such as the European Banking Authority (EBA), the European Commission

and consulting firms like Accenture and McKinsey.

The people interviewed are individuals working with the implementation projects
related to regulation, including PSD2 that enables the bank to leverage the oppor-
tunities related to open banking. The Fintech representatives interviewed have
already been working in the field for several years in companies that have crossed
the startup phase and are leading service providers in the market. To gather the
data, interviews will be conducted with product owners, subject matter experts,
payment analysts, strategic advisors, risk managers, project managers as well as

some technology experts.

1.1 Objective and research questions

The main objective of this thesis will be to identify how the banking industry can
enhance services by leveraging the existing data and technology and therefore
provide enriched services that go beyond traditional banking. In other words, the
thesis will identify ways in which the banks can provide additional value to the cus-
tomers. The other goal will be to explore how banks could better collaborate and
partner with Fintechs resulting in a win-win situation. The analysis will be used to
provide recommendations on how banks can capitalize on this opportunity, provide

custom-based services and provide an improved customer experience.

The research questions of this study are as follows:

1. What are the opportunities and challenges for banks and gains for cus-

tomer due to new technology and regulation introduced? (RQ1.)

2.  What potential for collaboration is there between banks and Fintechs?

(RQ2.)



3. What should banks do to remain competitive? (RQ3.)

The aim for this thesis is therefore to discover what financial institutions should do
to leverage technology and existing data in the changing market. The study will
also look at the impact regulations bring on the banking sector and how banks can
look beyond the current market, provide additional value to customers and in the
process avoid becoming just an infrastructure provider. The research will not deep
dive into the topics of regulation and technology, but will provide an overview as to
what impact regulation and technology bring and how banks could tackle the situa-
tion. The study will look across global markets and provide a generalized view on

what potential impact regulation and technology could bring on the Nordic market.

1.2 Structure of the thesis

The thesis will be divided into six sections where the first chapter deals with the
introduction of the topic and defining the research question. The second and third
chapters outline technological changes, regulation and the concept of Fintech. The
fourth chapter will introduce the research approach, data collection and analysis
approaches. | will rely on the information collected from experts in the banking and
technology domain. The data was collected using interviews and gathering data
regarding current and previous projects related to technology and regulation in
Fintech and banking area. Together, this will form the data set for the study.
Subsequently, chapter five defines the analysis drawn from secondary research
and interview data. Finally, the last chapter presents the research findings and

conclusions.

1.3 Scope

The research will be conducted from both a technology and business perspective.
However, since my personal area of expertise is in the banking technology do-
main, the focus of the work will be geared towards it. The scope of the work will be
limited to the impact of technology and regulation in the financial sector within the
European Union and the Nordics more specifically. | will approach the topic from
the point of view of dots connecting it, i.e. regulation, transformation and digital
disruptions. As such, the themes of PSD2, GDPR and Fintech will not be covered



individually in detail. With regards to GDPR, | will only be covering the topic of law-

ful basis and consent more specifically.



2 Technology innovations

In this and the next chapter, | will introduce the theoretical background of the re-
search topic and define the core concepts. First, | will briefly go through the tech-
nologies impacting financial services. | will discuss the concepts of Fintech and
challenger banks in more detail and the impact they have on traditional banks. In

chapter 3, I will look into the key regulatory changes in the European market.

2.1 Key technological developments

Technology innovations have helped Fintechs and challenger banks to gain cus-
tomer base as well as offer innovative services. Using innovative technologies
such as machine learning, artificial intelligence, cloud solutions and advanced ana-
lytics, tasks are now carried out completely through digital interfaces that were
once performed using cash, large computers and human interactions. Fintech
companies are making a substantial impact by digitalizing processes and in struc-
turing the financial ecosystem using the technology developments. (European
Commision, Deloitte 2018.)

Financial services are gaining using technologies such as advanced analytics to
achieve better risk management and product developments. Predictive, sentiment,
behaviour analytics and data visualization are some of the techniques used within
advanced analytics. Advanced analytics and blockchain can be utilized in all the
areas from capital markets, payments and lending to investment management and
insurance. Apart from advance analytics, there are transversal technologies such
as Application Programming Interfaces (APIs), Regtech, cloud solutions, electronic
authentication and cybersecurity. These will have a cross-cutting impact on all fi-
nancial services. Out of the above mentioned technologies cloud solutions and
cybersecurity already support multiple business processes and improve the securi-

ty and used in various areas. (European Commision, Deloitte 2018.)

Blockchain and Regtech are both expected to enhance the efficiency for all the
financial services, with blockchain also bringing trust, security and transparency for
customer whereas Regtech will assist the financial services in fulfilling their regula-

tory requirements. Similarly, Internet of Things (IoT) will have an impact on insur-



ance platforms on payments and lending and High-frequency trading on capital

markets as shown in Figure 4. (European Commision, Deloitte 2018.)
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Figure 4. Impact of technologies on financial services. (European Commision, Deloitte
2018).

The challenge that incumbents need to tackle is to understand the technologies
could reform their future and find ways in which they can utilize and benefit from
these technologies. Player who will utilize these technologies will have a competi-
tive advantage and upper hand in providing enhanced customer experience, im-
proving the operation productivity and creating tailored products. Each one of the
technologies shown above in the figure will impact selected activities of the value

chain of each of the financial services. (European Commision, Deloitte 2018.)

2.2 Fintech

Fintech is a multi-billion-dollar industry that a customer becomes a part of the mo-

ment they do a money transfer using an app, check their account or transaction

details on their mobile device or pay for a service using their mobile. In simple

terms, Fintech is the “innovative use of technology in the design and delivery of

financial services”. (World Economic Forum 2016.) Fintechs leverage some of the
9



technology revolutions occurring in the recent decade, including the emergence of
artificial intelligence, big data, blockchain, digital payments, crowdfunding, peer-to-
peer lending and robo advisors. In less than ten years there have been around
140 billion dollars of invested in Fintech companies. This trend looks to continue in
the near future, with the number capping at around 55 billion dollars in year 2018

(Accenture 2019.) as shown in Figure 5.

NO. OF DEALS GREW 18.5% YOY IN 2018. TOTAL
GLOBAL FINTECH FUNDING IN THE SAME PERIOD GREW AT 107>
FINANCING PRIMARILY DRIVEN BY THE $14BN ROUND IN CHINA

ACTIVITY BY REGION s gl OO S

.......

Figure 5. Global Fintech Investments Surged in 2018. (Accenture 2019)

The reason for the occurrence of the Fintech revolution at this particular point in
time can also be attributed to the developments in the regulatory arena and the
administrative strain on banks caused by increasing compliance demands. Before
the financial crisis, the banking industry was good at adopting new technologies
where the prime objective was to better serve the customers. But after the finan-
cial crisis, banks became busy with regulatory requirements, new rules and the
penalties forced on them. (George 2017.) With the primary focus on fulfilling regu-
latory requirements, service development could not be prioritized. As a result, in-
novation become less of a priority for the banks. (Arslanian and Fischer 2019.)

During this time period, some critical innovation occurred that transformed the way
we live and use the services. These innovations also became a part of our day-to-
day life. Some of them are the iPhone, WhatsApp, Facebook, mobile banking and
Airbnb. The user experience and ease offered by these innovations created a gap
between what banks were providing and the expectations of their customers. The

10



Fintech industry is right now dealing with this gap, and this is probably one of the
reasons why Fintechs have been successful in capturing a part of the market

share as well as revenue from the banks. (Arslanian and Fischer 2019.)

Fintech not only allows the customer to do payment transfers, purchase insurance
products or invest in funds directly from their mobile devices, but also allow users
to perform other activities, such as booking an appointment or taxi without needing
to leave the application that is they are placing the customer at the centre of their
business model. This allows them to bond with the customer and adds to the cus-
tomer experience (Manoj and Weber 2016) which traditional banks are unable to
achieve, as they interact with the customer only when the customer needs finan-
cial services. In comparison, Fintechs are already involved in the day-to-day activi-
ties of their customers, whether they are related to payments or not. (Arslanian
and Fischer 2019.)

2.2.1 Fintech globally

The gap between traditional banking services and customer expectations is so
wide that non-traditional banking players have also decided to jump in and lever-
age this opportunity all around the world, mainly technology firms such as Face-
book that own regulatory licences in the US that enable them to allow their users
to transfer money by the messenger application (Facebook 2019). Alibaba’s ANT
Financial Services Group arm launched a money market fund that has now be-

come the largest money market fund in the world (Zhang and Woo 2018).

The effect is perhaps most clearly visible in China where the messaging app
WeChat and Alipay have become some of the most common tools to transfer
money, with 900 million people using WeChat Pay compared to around 127 million
users for Apple Pay. Together, Alipay and WeChat have a market share of 94 per-
cent according to iResearch Consulting Group (Igbal 2019). Figure 6 displays, by
Q2/2019, there were over 1.1 billion active WeChat users. In a span of seven

years the user count increased from 150 million to 1.1 billion. (Statista 2019.)
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Figure 6. Number of monthly active WeChat users from 2" quarter 2012 to 2" quarter
2019 (in millions). (Statista 2019.)

2.2.2 Fintechin the EU

Figure 7 shows the investments made in Fintech companies in selected European
countries. The UK is currently leading as they were the early adopters of Open
APIls. They realized that to stay competitive in the market they either have to part-
ner, invest or provide above par services to that Fintechs are offering. Most of the
Nordic countries are also investing in Fintech as they realize that not everything

can be built in-house.
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Figure 7. Top 10 countries for Fintech Investments, 2014 — Q1 2019. ( Fintech Global
2019)

As banks face competition from Fintech, to remain competitive in the market they
are both making strategic investments with Fintech startups and collaborating with
Fintech. Nordea Ventures is one such initiation which will focus on mutual strategic
advantage. As Ewan MacLeod, the Chief Digital Officer at Nordea explains, ven-
ture investments are flexible and will not be based on the size of the business.
They realize that Nordea does not own the monopoly on good ideas and would
happily partner with Fintech who are agile. Together, they can achieve a common
goal with the right investments in place. (Farmbrough 2017.) This is a good initia-
tive from one of the largest banks in the Nordics, as it does realize that collabora-
tion is key and it is beneficial to partner with providers owning the services rather
than creating your own if the goal is to be faster to the market and available tech-
nologies can support involved players in this journey.

2.2.3 Effects on traditional banking

The more we use technology firms in our everyday life, the more likely it is that the
financial platforms of the future are going to move away from traditional banks. A
millennial is more likely to open a bank account with Apple, Facebook or Google
than use a traditional bank. As these technology firms will become a part of how
we interact every day, consumers are likely to become more connected to their
digital services and less likely to visit a traditional bank or use a separate service
provided by the banks (Kerley 2018).
13



Traditional banks are concerned about the competition from these technology
firms, since they are aware that many of these companies have an existing daily
touchpoint with their customers and up to some degree, they also have the cus-
tomers’ trust and confidence along with it. If you are comfortable enough to share
your personal details on Facebook or Google, you might be more inclined to use
them also to initiate payment transactions to friends and family. Looking at the use
of Fintech in more detail, if we buy our daily supplies on Amazon, wouldn't we in
this case also be likely to use them to purchase insurance products? The other
concern banks have is that there are now plenty of new and dynamic Fintech
startups that are offering services that used to be previously provided exclusively

by traditional banks. (Arslanian and Fischer 2019.)

Peer-to-peer lending platforms now provide customers a substitute to loans that in
the past used to be available mainly at banks. (Lenz 2016.) Robo-advisors are
digital solutions that are born at the intersection between finance and technology.
These solutions are agile compared to that of traditional wealth managers. And
they learn about their potential customers not just on the basis of their disposable
wealth but also by analysing their social media interaction and investment behav-
iour. (Sironi 2016.) Also, robotic advisory platforms offer customers asset man-
agement services that are not only clear in what they cost, but also a lot cheaper.
(Jung, Glaser and Képplin 2019.) What banks fear the most is that these newcom-
ers can cherry-pick the portions of banking that they want to get associated with,
obviously the most beneficial ones. It is very unlikely that you will see a Fintech
startup wanting to become a deposit taking institution due to all the background
processing it would need to deal with. But they are very happy to control the
frontend, i.e. the consumer centric part and leave the tedious backend work to the
traditional banks such as regulatory reporting and post-rate settlement. This may
result in a new banking model in the future where traditional banks are taking care
of the backend and, in the process, becoming utility provider to these technology
companies and Fintechs who control both the frontend and the consumer experi-
ence. To prevent this, the banks need to do something dramatic to regain their

customer base. (Arslanian and Fischer 2019.)

The Fintech revolution is also bringing along other positive developments, such as

financial inclusions. Across the world there are currently around 1,7 billion people
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who do not have a bank account (McCarthy 2018). This also means that they have
no easy way to borrow money for higher education and in many cases the only
way to save money is to stash it under their pillow. This perpetuates a vicious cy-
cle of poverty. The new financial services offered could be making a positive dif-
ference. According to World Bank, over the last five to seven years around 700
million people went from not having a bank account to having one (Hodgson
2017). The Fintech industry is regularly working on transforming how financial ser-
vices are being carried out, and consumers will be the biggest beneficiaries. Oth-
ers are connecting Fintech to the Internet of Things (IoT) and wearable technolo-
gies. By doing so, they are incorporating banking into our day-to-day lives, so that
in the future we will not even need to worry about it. This would mean providing
financial services to millennials in manner that they might really enjoy. (Arslanian
and Fischer 2019.)

Technologies can optimize and disrupt portions of the financial services activities
and value chains, such as improving the productivity and effectiveness of the fi-
nancial actors as well as impact the incumbents’ business model or support in
creating new ones. Currently technologies impacting the financial services are ei-
ther in early development or not completely matured yet, but some of these tech-
nologies will impact some area more than others. Areas such as insurance, capital
markets, lending and fund management will be impacted by technologies such as
Al and robotic process automation that could result in cost savings and improved

customer experience. (European Commision, Deloitte 2018.)

Banks have understood that the scenario is changing and in order to sustain they
need to evolve; some banks will prosper in this evolution and be able to implant
this culture of innovation and entrepreneurship throughout the organization. How-
ever, many will not, and this has consequences. (Arslanian and Fischer 2019.)

2.3 Challenger banks

Challenger banks can be defined as “small to a medium-sized enterprises that are
offering bank services without the heavy infrastructure, legacy systems and slow
innovation rate of traditional bank technologies” (Thibodeau 2019). They specialize
in areas where larger banks under-serve, and they achieve this by capitalizing

technology to digitize and streamline retail banking. We have seen transportation
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disrupted by Uber and Airbnb doing the same for accommodation. The same has
not yet occurred in banking and finance, but it could happen. The so-called chal-
lenger banks are now handing the control back to the customers. By using catego-
rized services, customers can now see what they were spending every single
month in areas such as restaurants, groceries and transport. When consumers
know these things, they also have more control on where the money is being
spent on. The increasing competition is bringing in plenty of new entrants and a lot
of challenger banks are coming into the market for service. They provide oppor-
tunity and choice for both businesses and consumers. In other words, challenger
banks are evolving customer experiences using technology innovations such as
Al, Big data, Cloud, APIs, Analytics. (Accenture 2018.)

2.3.1 Competitive advantages of challenger banks

The world of banking is changing, and challenger banks are the companies that
are empowering the change with the use of technology whereas traditional banks’
systems do not connect and post data in the way they should, creating a negative
experience for the user. This likely pushes the users towards the challenger
banks. Brand and trust are the other factors where traditional banks play well, as
they have been in the market for a long time and have built the customer relation-
ship over the years. But millennials are more confident and trusting of the new
technology players. This acts as an advantage for the challenger banks. This new
vibe and feel provided allows the challenger banks to build and act as drivers.
(Kerley 2018.)

Prices are the other factor that influence people’s decision on where they want to
bank, and the majority of the challenger banks provide free accounts with no hid-
den fees. This draws customer adoption from the pricing perspective (Kobie
2019a). Not only is the opening of account done without charge, but the challenger
banks offer customers significant savings if the transactions are carried out
through them (Eccles 2018). Services such as these challenge the traditional
banks and make the customers move towards the services provided by challenger

banks.

Challenger banks are also working on improving the security aspects by allowing

the customer to freeze their card over an application in case it is lost or reinitiate it
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in case it is found hours or days later. This eliminates the need to completely block
the card and wait for the new one to arrive which customers often have to do in
case the scenario occurs with traditional banks. They also provide location-based
security. That is, in case the customer’s location is in Europe and the card is being
used in US, the transaction is blocked, and a notification is send to the user about
the suspicious activity. The features listed above have changed the customer ex-

perience and expectations. (Kobie 2019b.)

2.3.2 Comparison with traditional banks

Traditional banks are also trying to catch up on the features mentioned above, but
the difference is that the challenger banks are proactive in their approach whereas
traditional banks are reactive, i.e. the viewpoint is more on being forced to provide
the features due to the market situation rather than wanting to and improving cus-
tomer experience. With the ease of use for services provided, challenger banks
are trying to make the customer aware of the finance world, make them under-
stand the process and have them more involved with the use of technology and
the services provided. The entire banking sector is seeing a fundamental trans-
formation at the moment. For traditional banks, conduct and culture are the fore-
most risk factors, whereas for challenger banks the lack of legacy systems and
more reliable systems supported by technology means they are in a better position

to incorporate risk into the strategy. (KPMG 2017.)

Customers are struggling with the relationship that they have with the traditional
bank and the products provided, and challenger banks provide a suite of tools to
cater to the need. Customer have a high demand for instant payments and instant
notifications, i.e. the demand of more features and products. Customers want to
move the money promptly no matter what product they are using, and challenger
banks deliver a great user experience that is consistent across the products they
offer. An example could be a check-in account that does not rely on fee income
and provides a suite of tools that help people get into the rhythm of saving money.
Everything is instantaneous and one can move money real time, which is expected
from modern banking solutions. This is commonly used in UK but not in the Euro-

zone, but it will sooner or later come to the Eurozone (InstaPay 2018).
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The important thing is to collect the feedback, react fast and develop products on
the basis of that. The diverse product range that is coming to market with these
new entrants is going to serve customers in a different way. Amid this, some of the
challenger banks will thrive when their proposition is absolutely focused and sub-
jective. On the other hand, some of the bigger banks are having to react. It is not
like banks have not tried to be innovative: for example, Goldman Sachs launched
the digital bank Marcus in 2016 in US that now has around 4 million customers.
The service launched in UK in the year 2018 and now has 250 000 customers
(Robinson 2019).
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Figure 8. Quaterly cost to income ratio for European Banks. (S&P Global Ratings 2019).

Figure 8 displays one of the challenges related to cost to income ratio both in ab-
solute terms and as a proportion of revenue. It is a challenge that the traditional
banks need to face if they want to compete in the market where challenger banks
are riding on technology, no branch running costs and are able to select a part of
the banking and build on that. Traditional banks need to work on efficiency initia-
tives as they are currently facing reorganisation costs linked with efficiency pro-
grams, technology investments and increased spending on regulatory compliance,
including data management and Anti-money Laundering (AML) controls. (S&P
Global Ratings 2019.)

Revolut is one of the challenger banks that as of March 2019 had around 4,5 mil-
lion customers base, out of which 1,6 million are located in UK (Russon 2019).

Customer base for Revolut further increased to 6 million in July 2019 and 8 million
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customers in September 2019 (Robinson 2018; White 2019). Compared to that of
other challenger banks, Revolut managed to have millions of customers based
without have a banking charter and later received banking licence in December
2018 (Pymnts 2018). Figure 9 shows the other competitors in this space with NU
bank at 8 million customers, Chime at 4 million customers, N26 at 3.5 million cus-

tomer and Monzo at 2 million customers as of July 2019. (Robinson 2019.)
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Figure 9. Total number of signed customers as of July 2019. (Robinson 2019)

As of March 2019, Revolut is valued at 1.7 billion dollars and marked as a unicorn
within the Fintech industry (Russon 2019). Figure 10 displays the other Fintech
unicorns with Europe and UK which include the BGL Group, Klarna, TransferWise,
OakNorth, Funding Circle and Avaloq Group, all valued over 1 billion dollars as of
the year 2018. Topping the global list for the most valued Fintech unicorn is ANT
Financial valued at 150 billion dollars. (Fintechnews 2019). Challenger banks such
as Revolut are still in red and reported a loss of 33 million pounds in year 2018
(Finextra 2019). It will be interesting to see how these challenger banks will gener-

ate and sustain profits.
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3 Banks and regulation

In the previous chapter | have discussed the recent technological developments
and key concepts of Fintechs and challenger banks. The other force impacting
banks and Fintechs and their competitive landscape is regulation. Regulatory
changes come with high cost for the banks, whether it is implementing EU’s data
protection requirements or a change in regulatory plans imposed by an individual
country. A prime example was when Sweden planned to make banks pay larger
fees in order to safeguard taxpayers. If Nordea was to remain headquartered in
Sweden and agree to accept the regulatory plans, it would have cost them over 1

billion dollars in the long run (Fnlondon 2017).

But regulation also brings opportunities depending on how the banks plan to im-
plement them. The EU’s new Payment Services Directive PSD2 is one such op-
portunity that enables banks and Fintechs to offer additional services on the top of
the regular ones that could lure customers. One such application is Tink, where
Nordea advised the direction of its development, involved itself in capital invest-
ment and also integrated some of Tink's features to its own digital products. Tink
allows customer to consolidate their financial transactions in one location. Other
applications include Klarna that provides its clients account aggregation and pay-

ment capability. (Farmbrough 2017).

As displayed in Figure 11, without the disruption the revenue growth of UK banks
should have been up by 20 percent, but with the introduction of a cap on inter-
change fees, digital disruptors and Payment Initiation Service Providers (PISPs)
the revenue of the banks in the UK is expected to go down by 43 percent within
the payments area. This is the cost of regulation that the existing market should
endure. On the other hand, regulation does provide opportunities as well. As
banks now can act as PISP and could gain some ground but this will depend on

how banks capitalized their first movers’ advantage (Accenture 2017).
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Figure 11. Retail payment revenue evaluation in the United Kingdom 2015 — 2020. (Ac-
centure 2017.)

3.1 Revised Payment Services Directive (PSD2)

Regulations are put in place to transform the banking experience for customers. In
the beginning, banks were in control of all the aspects of the value chain. But in
order to improve customer experience, regulation changes were put in place to
allow technology enabled financial services. With the latest changes in the EU
Payment Services Directive introduced by PSD2 in 2016, to be competitive the
banks should achieve marketplace openness in the form of open banking (Innopay
2018).
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The first EU Payment Services Directive (PSD) came into force in 2007 and was
implemented in year 2009. The main aim was to harmonize pricing and improve
payment processing security across EU. A review was conducted in 2013 to mod-
ernize PSD and to allow payment initiation services. The focus of PSD2 was on
improving innovation, the security of internet payments, account access and
strengthening consumer protection. It bans surcharging and is applicable to all
payments and accounts regardless of the currency. PSD2 was adopted in 2015
and entered into force on January 1, 2016. EU member states had two years to
implement it into national law as presented in Figure 13. The EBA was given the
responsibility of creating the Regulatory Technical Standards (RTS) for making

electronic payments safe and secure.

Jan 2016
The first PSD comes PSD2 prepared by the PSD2 enters Earliest date for
into force. European Commission. into force. European Commission
to adopt the RTS.
’ N
2years implementation phase Deadline 2009 Minimum
.J Ul 2013 2 years implernentation phase
A review of PSD PSD2 adopted
first ed by by the European
European Commission. Parliament.

Figure 13. Timeframe and key implementation stages of PSD2. (Evry 2018.)

Once RTS was adopted, the member states in Europe had 18 months to make it a
national law. Access to account principal and TPPs getting right to access the
Payment Services User (PSU) account are the most substantial change of the di-
rective. (Evry 2018.) The RTS has been effective since September 14, 2019. A
transitional period has been agreed on for Payment Services Provider (PSP) that

will end in December 2020.

3.1.1 Enabling open banking

As PSD2 is implemented across the EU, banks will lose their monopoly on pay-

ment services and customer transaction data. Access to the customers' accounts

can be provided using open APIs which enable third parties to access and develop

services. Open Banking defines APIs as “a set of routines, protocols, and tools for
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building software applications. An API specifies how software components should
interact.” (Open Banking 2019a). PSD2 mandates banks to open up their APIs.
Both household and business customers can use third party providers to manage
their finances. This brings competition within the financial sector as not only the
existing banks, but everyone who will have license to provide financial services
could become competitors of traditional banks. This could change both customer
expectations as well as the payment value chain, bring innovation in the payments

area and enhance customer protection.

PSD PSD2

Credit transfers Consumer protection

Card payments Technical standards

Mobile and online payments Make payments safer and more secure,

reduce customer costs

Direct debits Innovation in mobile and internet services

Table 1. Changes PSD2 brings over PSD (European Commission, 2018.)

PSD2 regulation introduces two new players into the market: the AISP (Account
Information Service Provider) and the PISP (Payment Initiation Service Provider).
An AISP can use transaction information to analyze the user’s spending patterns
and display a combined overview of the user’s accounts from multiple banks using
access to account information as shown in Figure 15. This will have a significant

impact on corporations but will be beneficial to the consumers (Accenture 2015).
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Figure 14. An updated payment model including PISP. (Accenture 2015.)

PISP removes additional layers and involves fewer parties while making a transac-
tion. This is achieved by creating a software bridge where the required data is ex-
changed between the retailer and consumer (Accenture 2015).

Payer Bank A Payer Bank B Payer Bank C
(ASPSP) (ASPSP) [ASPSP)

Third Party
Provider [AISP)

Figure 15. An updated payment model including AISP. (Accenture 2015.)

IT cost for banks will increase with security requirements to be fulfilled and devel-
opment and opening of APIs. It is estimated that by 2020 around 9 percent of total
retail payments revenue will be lost to PISP services (Accenture 2017). Non-banks
coming into the picture will complicate matters further, as they are likely to take
over the customer interaction and could potentially result in banks becoming low

interest loan providers.

Will all the regulation changes, increased customer expectations and digitalization,
banks are looking at ways to be competitive by opening APIs, collaborating with
Fintech and establishing innovation labs. Changes in regulation also allow banks
to become AISPs and PISPs, and this can help to develop new business opportu-
nities. They can work on designing new services and business models to control

the market position. Banks already have an upper hand as they could already
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work on developing new services when the PSD2 entered into force in 2016,
whereas Third Party Providers (TPPs) needs to wait till the implementation phase
is completed and APIs are opened. However, banks should work on building ca-

pabilities that could give them a competitive advantage in the financial landscape.

Fulfilling regulations such as counterterrorism financing and anti-money launder-
ing, capital requirements, privacy and personal data protection and PSD2 have
created overhead on banks. Along with this, they had to deal with severe penalties
in case they do not comply. This has shifted the focus of banks from innovation to
just meeting the regulatory and compliance requirements. As described by David
Gyori (2015), this has led the banks to an “innovation paradox” where on one side
they have to take less risk as suggested by regulators, but on the other hand in
order to compete with Fintech and provide digital services they need to be innova-
tive which always carries some risk with it. In terms of regulation, there are certain
things even Fintech businesses needs to take care of. That is taking steps to avoid
AML and other financial crime, keeping customer data safe and ensuring adequate

level of customer protection. (Loesch 2018.)

Banks are hesitant to take immediate action and want to do the minimum to com-
ply with the regulation. But there are opportunities to grab if they full comply with
the regulation and also move towards the openness dimension. There are some
factors that affect the motivation of banks to fully comply with PSD2, i.e. regulatory
overhead and the innovation paradox that banks are facing.

3.1.2 Financial services and the common market

PSD2 is a EU directive designed to enable a common European market and the
free movement of services in the financial services sector. As PSD2 is implement-
ed and the market evolves, there will be service providers not only from the do-
mestic market but also from international markets. Whether they choose the local
providers they know or have been using or to try something new will depend on
the consumers. The choice of selection of service provider will most likely depend
on the ease of use and the customer experience they provide. But it will not be just
third party providers who will compete with banks. It will also be the Fintechs and

non-banks, and it will be up to the consumer on whom to trust with their money.
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Prior to the implementation of PSD2, according to a the survey conducted by the
European Commission (EC) around 80 percent of consumers were not consider-
ing buying financial products from other EU member states as they could get simi-
lar services in their own country. Out of the respondents 94 percent had never
purchased any products from other EU countries. This shows that people have not
been very aware of some of the benefits of cross-border products. This could be
due lack of communication or onboarding processes and the fact that there is no
effective mechanism in place that could tackle these issues and reveal some of
these benefits to the consumers. One might think this will not be beneficial as pric-
es are not standardized, but the EC found that prices do differ country by country
by large margins. Consumers could therefore gain by having a cross-border fi-

nance product relationship. (European Commission 2012.)

On the positive side, with a reduction in compliance costs and harmonized legal
frameworks in place it will be cheaper for banks to operate across multiple coun-
tries and aggregated profits could be much higher. This will also bring about trans-
parency in the financial services offered and can encourage customers to try ser-
vices offered from abroad. This is already being seen in e-commerce where peo-
ple buy products and services from international companies. This behavior could
in return affect whether they use or want to use the financial services. With the
open market in place, it will not only be other European banks competing against
each other but also the international banks, challenger banks and non-banks as

they would like a share of the market available. (Evry 2018.)

3.1.3 Entry to market

Banks have traditionally been the main providers of financial services. This was
due to the fact that a banking license was required to offer services. Acquiring the
license was difficult and getting a hold of it was painful for the new entrant. Anoth-
er factor was the low trust by consumers in third-party providers. But the equation
has changed with regulation changes, and non-banks and challenger banks can
now enter the financial market. When looking at the investments made in Fintech
globally, it is clear than Fintech will play a big role in the financial sector in the near
future. Investment in this area has increase tenfold from 1.8 billion dollars in year
2010 to 19 billion in year 2015, and it is expected to reach 150 billion dollars by

year 2021. This development will be further fueled by open banking, technology
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innovation and consumer preferences. Open banking is giving providers access to
financial information in a secure way. (Open Banking 2019c.) Consumers can
choose multiple services provides instead of a specific bank to fulfill their financial
needed. (Evry 2018.)

As mentioned above, PSD2 enables banking for non-banks through APIs. Using
APIs, non-banks such as Fintechs can omit compliance and infrastructure tradi-
tionally required from banks to provide financial services. Most of the banks have
already started opening up the APIs to third parties and are planning to develop or
have already developed many financial services over it. The Danish bank Saxo
and UK-based Monzo opened their APIs back in 2015. Other early adopters are
ODBC Bank, SolarisBank, Citi, Deutsche and HSBC who opened their portals in
2016. Some of the early adopters for the Nordic region are Nordea, OP,
Swedbank and Danske Bank which opened there portals back in 2017. (Innopay
2019.) The UK government also opened up banking through a standard and se-
cure API initiative similar to PSD2. It has been implemented across 90 percent of
the UK payment market and is open to all account providers. (Open Banking
2019b.)

The pre-PSD2 model had been working well for the banks and given them full con-
trol so far, and they have generally been hesitant to change. But regulation is not
the only reason some banks are opening up. With banking becoming faster,
cheaper and easier with improved services offered by new entrants using APIs or
cloud solutions, it is now forcing banks to keep up with the speed of change also
from a business perspective. Non-banks are good with providing the digital and
mobile services as they are more human-centric and innovative compared to tradi-
tional banks. Consumers have already been using providers such as PayPal for a
decade for financial tasks, and others are gaining market share. Consumers are
becoming more and more tech savvy and want to use digital and mobile services

for day-to-day financial tasks. (Evry 2018.)

Consumers are open to digital services and are willing to give consent to use their

data to gain access to a wide range of services. Some consumers are even con-

sidering changing banks if up-to-date technology is not offered to them. According

to a study by Fujitsu, three in five would like banks or insurers to use their data for

lowering their mortgage premium, and more than two in five want banks to inform
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them on spending habits and offer needed advice. One in three would like their
data to be used for amending their credit rating. This shows that consumers within
Europe are willing to use financial services which could provide them in-depth de-
tails and advice and help them keeping their finances on a healthy track. (Fujitsu

2016.) This gives banks an opportunity to provide services to fulfill the demand.

3.2 General Data Protection Regulation (GDPR)

In early 1980s, the Convention for the Protection of Individuals with regard to Au-
tomatic Processing of Personal Data was signed by the Council of Europe and
came into effect in late 1985. In 1995, the EU privacy and human rights law was
created as an essential element in the European Data Protection Directive. In
2010, a strategy was set out by the EU Commission on how to protect the individ-
uals’ data. In 2012, the European Commission published the legislative proposal,
and separate negotiations within the Council and the European Parliament were
conducted. In spring 2014, the European Parliament reached an agreement, and
in 2015 negotiations and approvals among the institutions were reached. The reg-
ulation was published in the official journal in April 2016. The implementation
phase lasted for the next two years, and the regulation came into effect on May
2018. (Wilhelm 2019.)
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Figure 16. A brief history of the General Data Protection Regulation (Wilhelm 2019).
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Banks need to comply with regulation, and certain costs are associated with its
implementation. One thing bank cannot lose is the trust of the customers, as they
are responsible for their assets and information. The implementation of regulation
IS expensive. Figure 17 describes the cost per sector. As banks are often large
organizations, they need to spend much more than the Fintechs or challenger
banks, which further complicates the growth and dents the revenue of the tradi-
tional banks. Based on Figure 17, banks need to spend the most out of any sec-
tors when it comes to implementing GDPR (Coolegem 2018). With increase in im-
portance of data there have been a influx of data driven Fintechs which banks can
collaborate with to provide additional services to its customers. (Euro Banking As-
sociation 2017.)

GDPR implementation cost per sector

140

o
5 [ J
5 120
E
£ 100
£
= Y
Z 80 e
g
c
5 60 -, 66
= L
£ .
@ ®
a 40 ;
E - ®
o 1
35 519 [ [ ]
g8 20 . o ... 20 Py
: . 8 . 11 5 .10
—— . 7
0
S S S ) < @ < e
& A ) X N~ e \C o e
> 9\)&\ 2 (\\(,"5& \03&\ W c‘,?,"‘ \‘e\fa
) v < $00 Y A
,\.\\e « 6\ 06 ’3\‘!
06 \Q,CO \60 <X
<2 R
o® W &
O (\0\0% e
<& «B(\,‘\
Key Sectors
Minimum - Average ® Maximum

Figure 17. GDPR implementation cost per sector. (Coolegem 2018.)

The topic of GDPR revolves around data. It is important to be clear of different
types of data and their level of accessibility. Data types in the banking sector in-
clude open data, aggregated data, customer transaction data, customer reference

data and sensitive commercial data. Anyone can use, share or access open data.

30



The next type is aggregated data where data such as transactions, accounts, bal-
ances and open or customer data sources are aggregated and anonymised. The
data type through which payments can be initiated and displayed to customers in
their financial statements is customer transaction data. Data that is not directly re-
lated to the use of an account is referred to as customer reference data. Examples
here include data from onboarding processes or the Know Your Customer (KYC)
process. KYC is a means by which business can identify and verify online custom-
ers and banks requires to apply needed KYC measures to their customers (Basul
2018). It also enables banks to have foundation by ensuring that the people regis-
tered as customers are the legal entities or the individuals that banks have regis-
tered are correct. So, banks have the credentials and security who that customer
is and have knowledge about those persons. Sensitive commercial data is data
provided under license and consists of internal information including price setting,

strategy and documents. (Euro Banking Association 2017.)

Apart from the data types, there are two types of access rights, i.e. read access
where third parties are given the permission to read the data and cannot modify it
and write access where third parties are given the permission to modify or execute

the file for example payment initiation. (Euro Banking Association 2017.)

It is crucial to fulfil regulation as requirements are strict and not meeting them
could result in fines. (Safetica 2018.). As stipulated in GDPR fine of 20 million eu-
ros or 4% of annual revenue of the organization is defined depending on which is
greater. In this case it is useful to fulfil the requirement rather than paying fines as
numbers generated will be substantial and beneficial to spend on data protection.
Until January 2019 there have been around 41,000 notifications of data breaches,
but only 91 fines have been imposed this shows that either data protection authori-
ties are understaffed or are not certain of using their legal teams except in most
clear-cut cases of negligence. One example being with Google receiving the fine
of 44 million pounds by French data protection authorities. With maximum breach-
es occurring in Netherlands around 90 breaches per 100,000 people and least in
Italy with around one breach per 100,000 customers. These large differences is
disturbing as it points that many organisations and customers are not being made
fully aware of their rights related to reporting personal data misuse, something

which underpins the entire concept of GDPR. (Broughton 2019.) And as per Os-
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terman research organizations will spend 48 % more on Data Loss Prevention
Software to address GDPR. (Safetica 2018.)

Article 6 of GDPR covers the lawful bases for processing. Whenever personal data
Is processed, one of the six lawful bases must be applied. All lawful bases hold the
same value and one does not gain importance over another. The purpose and re-
lationship with an individual define the appropriate lawful basis, and most lawful
bases require that processing is necessary for a specific purpose. Lawful bases
must be determined before processing can begin and it needs to be documented.
When special category data is processed, it is required to identify both a lawful
basis for general processing and an additional condition for processing this type of
data. Lawful basis for processing, as well as the purposes of the processing,

should be included in a privacy notice. (ICO 2019.)
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Figure 18. How does the lawful basis impact individual rights? (Mapsterling 2018.)

Consent refers to an explicit permission given by the individual for the use of the
data for a certain purpose. Processing may also be necessary for the fulfilment of
a contract with the individual (or the steps leading to it) and is the second legal
basis. Legal obligation is applicable as a lawful basis when the processing is re-
quired in order to act in accordance with the law. It does not include obligations
derived from contracts. Vital interest refers to processing being necessary in order
to protect life. The final two bases are public task where processing is necessitat-
ed by a task carried out in the public interest, and legitimate interest where the
need for processing arises from either your own or a third party’s interest and
there is no overriding interest to the contrary. (ICO 2019.)
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4 Methodology

This chapter will describe the research methodology used in this study, including
the research approach and the process of collecting and analyzing the data. For a
point of reference, a “research onion” can be used for constructing different layers
of the research approach (Saunders, Lewis and Thornhill 2009, 108). A graphical

depiction of this model can be seen in Figure 19 below.
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Figure 19. The research onion (Saunders, Lewis and Thomhill 2009).

On the outer edge of the onion are the ontological and epistemological views that
shape the research approach. The outmost layer of the research onion is associ-
ated with the ontological perspective and whether or not one believes there is an
objective reality. Epistemology then explains how knowledge can be derived given
our ontology. Those that believe in the likelihood of the existence of an objective
reality tend to adopt a positivistic objective or interpretative perspective. Those
arguing that there is no objective reality will adopt more of an epistemological posi-
tion with a subjective approach. (Saunders, Lewis and Thomhill 2009.) For the

purposes of this study, the approach is mostly interpretative in nature.
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4.1 Inductive approach

Coming back to the next layer of the research onion in Figure 19, the choice con-
cerns the adoption of either a deductive or inductive approach. The deductive ap-
proach is based on the positivist perspective that since there is objective reality
that can be measured, one can predict an outcome from an intervention by estab-
lishing one’s hypothesis to be tested. That is then how one would approach gain-
ing knowledge about the phenomenon under investigation. On the other hand, an
inductive approach proceeds from an ontological position that we cannot know
whether there is an objective reality. Therefore, we need to observe the phenome-
non in order to gain knowledge about that which we are studying. (Saunders, Lew-
is and Thombhill 2009.)

When it comes to business research, the use of inductive reasoning is not com-
mon (Eriksson and Kovalainen 2015, 23). However, this study can be described as
inductive due to the nature of the study where theory is being drawn based on the
observations instead of the other way around. When solving problems, both ap-
proaches can jointly act as a pair where induction can be utilized for drawing on
theory, and determining whether it is actually true can be done using a deductive
approach. (Miessler 2018.) This study can therefore be described as coming from
an objective view and combined with an interpretive research philosophy (Saun-
ders, Lewis and Thomhill 2009, 115-119.). Both deductive and inductive research
approaches are utilized but with a focus on the inductive approach. This means
that theory will form a basis for observations. The observations will then be orga-

nized into patterns through the analysis.

The third layer from the outside of the research onion relates to the strategies a
researcher adopts given a philosophical position and the choice of deductive or
inductive approaches. (Saunders, Lewis and Thomhill 2009, 124-129.). In deduc-
tion reasoning, theory moves from experiment to validation and it is more precise
and quantitative, i.e. the researcher predicts the outcome and then tests it by ex-
periments. Deductive reasoning is difficult to use outside laboratory settings or in
everyday life as it is not easy to gather a set of completely agreed upon facts to
base the argument on that are known to be true. (Miessler 2018.) As we move

more towards an inductive approach, we are more likely to adopt research designs
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that involve action research, grounded approaches or even ethnographic research
where we observe and become part of the community that we wish to study.
(Saunders, Lewis and Thomhill 2009.)

The thesis utilizes mostly qualitative methods and it also borrows from action re-
search. Action research involves a self-reflective and critical approach to enquiry
by a researcher who is also member of the community. Action research is carried
out with the idea to bring change to an organization or community and to increase
understanding where action informs understanding and understanding assist ac-
tion. With action research, the problem is first identified to be worthy of investiga-
tion, then an examination of other research is undertaken and the researcher’s
own work is carried out. Based on the evidence collected, action is performed and
reflection is made as to what worked and what still needs to be done. (Burns
2015). My own position in this thesis is the position of a researcher as well as of
an employee in the organization (bank) that | study. The purpose is also to use the
reflections gathered in the study so that action could then be taken based on the

time and resources available.

Action research is an iterative process. For some of the questions raised in this
thesis, there is already action being taken as a part of bank’s strategy and compli-
ance requirements, but the study is not done strictly in an iterative manner. The
reason is that in a large organization action cannot immediately be taken on all the
evidence found. It is also a time consuming process, while the duration for this
study is limited (will not suffice such tracking). (Hinkelman 2013.) The issue is that
the time horizon for carrying out the changes and analysing their impact can be

several years.

4.2 Research design

The fourth layer from the outside of the research onion deals with the research
choices. A mono-method research involves only one research method, whereas
mixed methods or multi-methods combine both qualitative and quantitative meth-
ods. The fifth layer from the outside of the research onion has to do with time hori-
zons, i.e. the conduction of the research either at only one point in time (cross-

sectional) or for over a long period of time to observe changes over time (longitu-
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dinal research). The inner layer of the research onion is determined by those outer
layers and by the choice of how to collect and analyze the data. (Saunders, Lewis
and Thomhill 2009.)

Undertaking research in a positivist approach is more likely to lead to experimental
designs which would require statistical analysis to demonstrate the significance of
an intervention. On the other hand, an objectivist stance will result in the applica-
tion of more qualitative approaches which may or may not involve mixed or multi-
ple methods. In these cases, when quantitative data is used, it would generally be
accompanied by qualitative data designed to answer the questions of how and
why which quantitative data cannot answer. In a mono-method qualitative ap-
proach the analysis will involve qualitative techniques such as content analysis,
thematic analysis or discourse analysis. With a mixed or multi-methods approach
some statistical analysis may be incorporated, but it would always be accompa-

nied by qualitative analysis. (Saunders, Lewis and Thomhill 2009.)

In this study, the objective is to understand the phenomena under research rather
than test pre-set hypotheses. For this reason, a qualitative approach was deter-
mined to be more suited to the thesis. The nature of this study is both theoretical
and empirical. The conclusions will be based on the research and analysis of writ-
ten material including books, articles and internet resources but with a focus on
interviews with software professional and managers who have worked in the bank-
ing and Fintech areas. The aim is to link theory with practice by using examples of
the possible functioning of principles and technologies involved. This thesis utilizes
both literature study and qualitative research techniques with some statistical
viewpoints and could therefore be classified as mixed-method. The literature study
focuses on technology and regulation documents, industry white papers and data
sources, such as financial reports and expert analysis. The qualitative research
was conducted in the form of interviews with industry experts that are condensed

into statistical highlights.

4.3 Research method

The main method used for this study is qualitative analysis, i.e. results are drawn

from primary and secondary data and their analysis. The reason for the selection
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of the underlying methodology was that the regulation implementation has not
come to full effect or it is at the early stages of being adopted. It is not yet certain
how the changes will impact banks, and there is also not enough quantitative data
available at this particular time. Lastly, the approach was driven by the research
questions that leave the results open-ended and seek to understand and not only

explain the phenomena under research.

Applying the above approach, | would seek to analyze how the banking sector co-
ordinates with Fintech and how they react to changes introduced by regulation and
technology. Lastly, | will look at whether the financial sector considers this as an
opportunity to improve their existing service and provide enhanced services or
thinks of these changes as a threat and limits itself when it comes to the services
they provide.

This was achieved by conducting an empirical study in the form of interviews with
subject matter experts who were part of projects implementing these regulatory
and technology changes. The interviews done with experts were used to provide
insights into the research questions. A set of questions was asked to the experts
to gain knowledge and experience from the implementations done as well as the
challenges they faced during this. There were three sets of questions prepared
that were presented to the group, and each group answered one set of question
based on the areas they have worked in (Fintech, GDPR or PSD2).

With regard to interviews, a semi-structured interview method was followed. Semi-
structured interviews are well suited for various tasks, predominantly when more
than a few of the open-ended questions require follow-up queries. Semi-structured
interviews require the interviewer to be agile and familiar about the relevant sub-
stantive issues. This method is useful for producing rich data, including observa-
tional data. Even though it is labour intensive, it is worth with regard to insights and
information acquired, which made it suited for this study. (Adams 2015.) While a
set of questions was prepared in advance, the later part of the discussion was car-
ried out through follow-up questions to further gain information on the interview-

ees’ views. The interviews were transcribed and analyzed afterwards.
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To provide insights into the situation and to answer the research questions, ex-
ploratory research design was used (Research Methodology 2019). The time hori-
zon is cross sectional due to there not yet being enough visibility as to how the
business landscape will change over time. Snapshots and recommendations are

therefore collected and given based on the current situation.

4.4 Data collection

In this chapter | will outline the methods used for collecting the primary and sec-
ondary data. Primary data is the empirical data collected by the researchers and
secondary data is collection of existing data gathered from different sources such
as articles, press releases, annual reports, white papers, journals or other elec-
tronic sources (Eriksson and Kovalainen 2015, 82). The characteristics of the data
influence its collection: quantitative data is displayed in the form of number, and
qualitative data for example in the form of words and their content. Quantitative
data can be measured more accurately as it is expressed in numbers, but qualita-
tive data can also be quantified and explored if a set choice of options is provided
with the questions asked (Wallimam 2011, 71-73).

Along with the research approach, a data collection method is selected that is ei-
ther quantitative, qualitative or a combination of both (Saunders, Lewis and Thom-
hill 2009). In general, numerical data corresponds with the use of quantitative
methods whereas the context to study a particular phenomenon comes under
qualitative analysis. Statistical methods can also be used on qualitative data after
it has been classified accordingly to resemble quantitative data. (Saunders, Lewis
and Thombhill 2009.)

During this study both primary and secondary data were used. The primary meth-
od of data collection was using interviews to obtain the interviewees’ view on the
research questions. The work was conducted based on qualitative research.
Questions that were asked were split into three themes: Fintech, GDPR and
PSD2. The information acquired varied based on the expertise of the person being

interview and the role they played during the implementation.

The questions were sent before the interview so that the interviewees had an op-

portunity to familiarize themselves with the topic and to know what the study is
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about. The duration of the interview ranged from 40 minutes to an hour. The inter-
views were conducted in face-to-face sessions or through online meetings. The
interviewees were divided into groups according to their primary industry perspec-
tive. Within a certain group, the questions were the same for all the subjects being
interviewed but the order may have differed based on the flow of the topic to keep
the conversation as natural as possible. At the start of the session consent was
taken from the interviewer concerning the recording of the session. If consent was
provided, the session was recorded, otherwise notes would be taken while the
session was being carried out. All the interviewees agreed to the recording of the

session.

The identification of potential interviewees began by an analysis of the groups that
were likely to provide insight into the changes in business, technology and regula-
tory landscapes from the perspective of established banks as well as Fintechs in
the Nordic region. The identification of potential interviewees was based on the
individual being an expert in the domain and playing a key role within the imple-
mentation projects. A group of individuals was then selected and contacted in
each category. As the interviewees have worked extensively in areas related to
the scope of the study, this strengthens the validity of the conclusions based on

the collected data.

The interviewees worked in the following roles:

o Implementation lead, respondent 1

o Strategic partner, respondent 2

o Subject matter experts, respondent 3

o Business driver, respondent 4

o Product manager, respondent 5

o Head of Open Banking, respondent 6

o Project manager, respondent 7

o Risk manager, respondent 8

o Strategic advisor, respondent 9

o Group data privacy officers, respondents 10 and 11
o Chief technology officer (CTO), respondent 12

o Chief revenue officer (CRO), respondent 13
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The interview questions covered topics such as the threats and opportunites
related to PSD2 and GDPR, the possibilities for cooperation between banks and
Fintechs, possible strategic solutions regarding entry into new markets and the
role of traditional banks as service providers. The interview questions are
appendixed. With the roles being interviewed, the questions in Appendix 1 was
discussed with implementation lead, strategic partners, subject matter expert,
product manager, business driver, project managers, a delivery lead and a risk
manager. Questions in Appendix 2 were covered by a CTO and a CRO of Fintech
companies. Questions in Appendix 3 were answered by a group data privacy
officers and strategic advisor. Some of the people being interviewed play multiple
roles and tried to provide input from different perspectives. The interviewees
totaled 12 individuals of which eight were in group 1, two in group 2 and three in
group 3. One person was part of both group 1 and group 3 due to having expertise
in both areas. The interviews were conducted between May and July 2019, that is,
before the pre-PSD2 September 2019 deadline.

Group 1 (PSD2) Group 2 (Fintech) Group 3 (GDPR)
Traditional bank 8 None 3
(respondents 1 to 8) (respondents 9, 10
and 11)
Fintech None 2 None
(respondents 12
and 13)

Table 2. Interviewees by group.

For the collection of the secondary data, literary study was used. The sources
used in the theoretical framework include journals, research papers, books, arti-
cles and reports on the topics of Fintech, regulations, financial services sector and

financial systems.
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4.5 Data analysis

Qualitative data was collected from the interviews and analyzed during the re-
search. Qualitative data analysis is not a linear process. (Suter 2012, 348.) In the

study, the data analysis already began when the data was being collected.

For this study an interim analysis was conducted. This meant that the moment a
round of interview was complete, the data was analyzed rather than waiting for all
the planned interviews to finish. Themes are then drawn based on the emerging
data. Reflections related to research questions were recorded during the interview
session in the form of notes or transcripts which were then compared with data
collection done and used during the analysis process. An inductive coding ap-
proach was applied by thoroughly going through the transcripts and creating codes
out of it. (Thomas 2016.) Patterns and relationships are drawn by comparing the
interview data with the secondary data collected. Lastly, research proposition and

guestions are linked with research findings to synthesize the collected data.
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5 Analysis

In this chapter | will present and analyze the results from the interview rounds. In-
terviews were carried out with individuals within a Nordic bank with roles ranging
from subject matter experts to Head of Open Banking, as well as Fintech repre-
sentatives. In some questions, only a certain group was asked the question de-
pending on its applicability. All the data is analyzed and sorted according to the

research findings.

5.1 Speed to market

A key factor to being successful in today’s market is the speed at which one deliv-
ers services. To achieve the best results, the organization must address the poten-
tial to reduce time to market for new services provided. The question of the poten-
tial was presented to the interviewees from both the banks and Fintechs. The dis-

tribution of the answers is show below in Figure 20.
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Do you see or recognize the potential to reduce time to market for new services
provided?

Figure 20. Reducing time to market. N = 10 (groups 1 and 2 combined).

All the interviewees answered the question with a “yes” and also agreed that it is

important to reduce the time to market for the services provided. Several respond-

ents acknowledged the potential of partnering with existing providers. The benefit

it brings is that a business can offer services to its customers at a much faster
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pace. One of the interviewees also brought up the viewpoint that services can be
built in-house and then be delivered to customers. But the feasibility of this option
will change from organization to organization and the vision that it holds. To build
everything you need on your own is not easy. One of the Fintech respondents rec-
ommended going to service providers like Tink or APl Gateways. To plugin to one

APl instead of thousands would be a major benefit.

“If you consider all the core systems and legacy system, it took us a few
years to build the APIs in the bank AIS [Account Information Service]
and PIS [Payment Initiation Service]. Now getting these APIs out will
enable other departments in the bank to immediately start to utilize APIs

instead of being forced to build direct channel down to legacy system.’

(Respondent no. 5, Product Manager.)

There will of course be some situations where there is no other option but to build
services in-house, but in many other cases it is beneficial to finds third parties that

have services readymade that are relevant to customers.

5.2 Utilizing external firms

There is one issue with in-house development for banks, technological giants or
third parties, and that is that not all the needed competence is available in-house.
Because of this, the first question was further extended to see whether these or-
ganizations work with external firms to develop new services and whether they are
continuing to do so, or if the strategy is instead to not be dependent on external

firms. The results from this question are presented in Figure 21.
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Do you work with external firms for the development of new services?
Figure 21. Working with external firms. N = 8 (group 1).

All the interviewees in the banking group believed in working with external firms,
but this was only when it came to the development of services and not the mainte-
nance or running of these services through the external partners. The benefit of
this is flexibility and reduced time to market. According to one respondent, the
motto is to “buy before build”, as there is no point of creating something that
someone has already developed. In some cases, applications are bought from the
vendors but this cannot always be done, as some systems are closely connected
to bank systems. As banks own plenty of data they can work with data driven
Fintech through which they can develop premium services. It is also a good strat-
egy to look for existing services available before they are built as partnering with
providers owning valuable services results in faster to market. And as a result, do-

ing SO improves customer experience.

“Processes in banks are slow, and to get things out quicker it is better to
work with external firms. Combination of many things, first is the mind-
set, then ways of working. Something to get out and get this and try and
if it doesn’t (work), adjust and re-do it.” (Respondent no. 4, Business

Driver.)

If banks collaborate with Fintech, it will also help them to achieve the Fintech

mindset that is more opportunity-based. Since banks are thinking more about
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regulation and security, they are reactive. They can benefit from the Fintech men-

tality.

5.3 Banks and Fintechs

A related question is how Fintech and banks see each other, i.e. do they see each
other as competitors or partners where they can collaborate. To understand this,
the following question was asked to the group of bank representatives. During the
interviews, the same question was asked from Fintechs from a reverse point of
view. The majority of the interviewees considered each other as partners, but
some also considered each other as competitors or as both partners and competi-

tors depending on the situation.
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Do you see Fintech as competitors or partners?

Figure 22. Banks and Fintechs, competitors or partners. N = 8 (group 1).

Respondents in the banking group majorly saw Fintechs as partners. A collabora-
tive approach can be seen as beneficial since when looking at the interests of
Fintechs and banks, banks requires services from Fintech that they can bring to
their customers whereas Fintechs need the collaboration as banks store customer
data for millions of customers that could be utilized for developing premium ser-

vices. Collaboration is also the only way that the customer will get value:

“Consider them as partners, but Fintech might see it otherwise, and this

could be market not being mature as some are seeing it as competitors
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only. Both should consider each other as partners, else customers will
have little to gain from what banks and Fintechs do together. This will
result in competition rather than collaboration.” (Respondent no. 1, Im-

plementation Lead.)

“Banks that are first out and identify third parties that provide great ser-
vices that are useful for bank customer will get more attention and a
more satisfied customer. How can we become among the first and best
that can find the best services from third parties and provide to our cus-
tomers (...). This is not competition but opportunity space from Fintech
or third parties. They have services that we don’t have, we have cus-
tomer who want these services. The third parties, small player do not
have customers but have services so there is clearly win — win scenar-

io.” (Respondent no. 2, Strategic partner.)

However, one of the respondents in the banking group also argued that since
Fintechs primarily focus on household customers, there cannot be much collabora-
tion as banks make the most revenue out of corporate clients. If there are no ser-
vices created for corporate customers, the partnership potential is limited. Accord-
ing to one Fintech interviewee, the viewpoint had changed over the course of the
years. A Fintech in the early stages of startup is more likely to view banks as com-
petitors. As the company then becomes more established, more opportunities are
being created and they begin to look at banks as partners through which to pro-

vide more services.
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Do you see banks as competitors or partners?

Figure 23. Fintechs and banks, competitors or partners. N = 2 (group 2).

One interesting point that arose during the interview session in the banking group
was the need for Fintech to create a sustainable business model. Fintechs current-
ly rely on venture capital funding in their initial stages, but if they do not come up
with a model to make revenue, they will eventually go default. In this case to be
successful they would need to collaborate with banks and in return work as part-
ners rather than competitors. There is also another dimension to this where some
Fintechs will partner with banks and some will compete, depending on the Fintech.
The model might work out where some of the Fintechs would be using services
provided by banks as customers. Some of the Fintechs can become middle layer
and sell the banks’ services as partners. Some will capitalize on banks’ customer
base to sell their own services and vice versa by leveraging open banking capabili-

ties. One respondent noted that Fintech also see banks as customers.

On the basis of the interviews it appears that when it comes to competition, it will
most likely be from one bank to other instead of banks competing with Fintechs as
Fintechs need banks to get data as well as sell their services. Banks will also face

some competition from Fintech based on the type of services being offered.
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5.4 Banks as backend providers

When asked about the idea of banks becoming the backend and providing the
infrastructure and Fintech becoming the face for the customers, the interviewees
were equally divided with some suggesting it is ok if banks become the backend.
The idea was less appealing to banks. Some were critical that losing customer
interaction will have a negative impact and that effort must be put into having
customer facing services. Otherwise, banks may only become backend or regula-
tory or a “compliance box” (respondent no. 13 in the Fintech group). An
interviewee in the banking group stated that banks “would not like to be plumber or
infrastructure for services”. Other respondents from the banking sector confirmed
that they do not want to lose the direct relationship with the customer. Instead,
they want to be “a relationship bank” and have customer relationship with the end
consumer, both corporate and personal banking customers.

Yes No

Are you ok with the idea of banks becoming the backend and provide the infrastructure
and Fintech becoming the face for the customers?

Figure 24. Banks as backend (bank respondents). N =8 (group 1).

Figure 24 shows the viewpoint of the bank respondents whereas Figure 25 dis-
plays the point of view of Fintech respondents. The groups were equally divided
on the idea of banks being the backend. The division on the response may be due
to the perspective of the interviewees involved either on the business or technical
side of the implementation. The division on the Fintech side could be due to the

realization of the PaaS opportunities that could be a potential revenue model for
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some banks. The other respondent thought that banks would like to be the face for

the customers and if they are not, they could be squeezed out of the competition.

1,2

Yes No

Are you ok with the idea of banks becoming the backend and provide the infrastructure
and Fintech becoming the face for the customers?

Figure 25. Banks as backend (Fintech respondents). N =2 (group 2).

But when one looks at the other side of the coin, as stated by the respondents not
all banks will be successful in maintaining customer relations and it may not be a
bad idea to focus on becoming an infrastructure provider. Banks whose sole focus
was to fulfill compliance and who did not look at the regulation changes from a
perspective of opportunity will have limited chances of recovering as there will al-
ready be many players entering the market. This could also be a strategical deci-
sion to not be in the frontline, but instead to be specialized in being the infrastruc-

ture for anybody who need to consume financial services.

Even as backend, there are opportunities to provide custom services such as bal-
ance sheets as a service. As the existing Fintechs either provide connectivity or
data products and not balance sheets as a service, banks can be competitors
even if they become the backend. One also needs to look at different parts of bank
where it is acceptable for certain product units to become a backend provider, but

this may not be desirable for others:

“It is ok for certain product units to become a backend provider and not

ok for others. If you take capital markets, they were disrupted already
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15 years ago when trading stations such as FX came into market. They
have lost the customer position for many years. They are very used to
sell[ing] their products as white label. They know they can only compete
being better, cheaper and faster.” (Respondent no. 6, Head of Open
Banking.)

One of the biggest advantages that banks have is that customers have trust in
them, as these organizations have been running for decades. Also, whenever an
issue comes up with their accounts or services, people usually prefer to call banks
even if they are using Fintech services. It is not likely that banks would entirely
become backend. It depends on how willing banks are to adapt to the new tech-
nologies. There will always be some customers who will prefer human interaction

and also trust, and that is what banks are good at.

5.5 Opportunities and threats from regulation

Regulation changes could result in both opportunities and threats with opportuni-
ties being collaborating with partner to provide services, enabling the use of tech-
nology and providing enhanced services with open banking. But there is also the
threat side with the cost of implementing the regulation and increasing competition
as a result of the entry of new players into the market. This point of view will
change from player to player, as some will partner to provide the services, some
will act as a bridge to provide these services and some will develop solutions in-
house.

Usually when banks look at regulation, the first thing to come to their mind is cost.
But regulation also brings opportunities. For example, PSD2 enabling open bank-
ing where banks, third parties and Fintechs could provide additional services on
top of meeting basic compliance demands. This way, they can create a model that
brings additional revenue. The strategy will vary from organisation to organisation.
Beyond compliance, there is opportunity. Fulfilling only the compliance needs will
result in costs if opportunities (providing premium services to the customer) are

ignored.

According to the respondents, by using partners banks can reach a broader mar-

ket and with that, provide more direct and operational services. As banks own
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plenty of data, it could be shared with other parties for a small fee in the initial
stages and later move towards a dynamic market by partnering and creating ser-

vices that could then be sold to customer using the data available.

5.5.1 Parties impacted

When you look at changes to regulation and compliance, there is an always an
impact associated with it. This is usually dispersed across the customer or banks
or third parties. To analyze this, the following question was asked to the interview-

ees. The results obtained are displayed in Figure 26.
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Who will see an impact from the PSD2 regulation, customers or third party accessing the
information or the banks who provides the information?

Figure 26. Parties impacted by regulation. N = 10 (groups 1 and 2 combined).

The impact can be positive or negative. Based on the results, the majority of the
interviewees believed customers will gain the most. Apart from customers, the
regulation would impact all the parties: banking in terms of opening up the compe-
tition, customers in terms of being able to get new services and third parties being
able to offer services to customers or banks. One of the major benefits that third
parties gained out of PSD2 was that third parties are now allowed to access ac-
count and transaction information of the customers. Therefore, third parties can

now offer premium services to customers within Europe.
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Some respondents mentioned that the impact would depend on the country. Coun-
tries that already have technologies such as screen scraping in place would not
see major changes. Screen scraping is a process through which screen display
data is collected from one application and is translated such that the data can be
used and displayed on another application.

“Banks definitely see the impact of more players coming into the space.
Banks will see intensified competition in banking and financial industry.
In terms of customer, and if we look at customers as consumers, it
would depend on which country they are from. For example, Sweden
has allowed technology such as screen scraping and reverse engineer-

ing.” (Respondent no. 5, Product Manager.)

Another respondent thought that the countries that would see the biggest impact
would be Finland, Poland and Netherlands that had not allowed screen scraping.
These are the countries where competition would increase the most as new play-

ers will enter the market.

These days banks’ direct relationship with the customer happens online or via mo-
bile channels. PSUs coming through TPPs’ applications could remove this ad-
vantage, making banks more behind the scenes. It can increase competition by
bringing new players or companies into financial services and banking. Overall
quality of services that are offered to customers, be they consumers or the corpo-
rates, will tend to improve. But this could result in a double-edged sword, for cus-
tomer it will bring benefits in the form of new services but for providers (whether
banks or third parties) it will create a challenge in terms of competition and dealing

with regulatory changes.

5.5.2 Enabling market access

With the introduction of PSD2, challenger banks and Fintechs can get into the
market and provide the services as barriers to entry are lowered and there are
new business opportunities. This is where there is some potential gain for Fintechs
and challenger banks. As some of the respondents from the banking group noted,
the benefits would fade away over time when they actually start providing financial
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services, as they will need to fulfill the same regulatory requirements as banks cur-

rently do, for example KYC. The advantage would then level off.

The interviewees believed customers will gain as there will be more providers from
where you can get the banking or payment services. As a result the cost will go
down bringing more gain, but a massive number of options for getting your bank-
ing or payment services could also create confusion for the customer. For the new
players it will take time to settle as they need to gain the customers’ trust. Players
who have proven that they provided customer experience will have an upper hand.
It should be noted that if the price of banking services decreases, so does the
banks’ revenue. As mentioned in chapter 2.3.2 banks are already under pressure

to improve their cost efficiency.

In general, banks are in a good position since they cover both the consumer and
corporate side as customers and could also act as third parties over time. With
challenger banks or Fintechs typically tending to focus on just the household cus-
tomer, banks will have better opportunity if they find ways to combine offers and
leverage services across consumer bases. So far, banks have not done that well
in this area and more work is needed here. PSD2 regulation results in increased
competition, forcing banks to improve their services. In the future this also helps in
providing better services and increasing revenue which becomes an indirect bene-
fit. If it was not for PSD2, the majority of the banks would likely still only be thinking
about developing or implementing APIs.
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Do you provide or plan to provide services to the European market as the new regulation
enables this?

Figure 27. Services to European market. N = 10 (groups 1 and 2 combined).

Today, banks are focusing more on their current market than capitalizing on other
markets that would also be available due to common market regulation. Their
focus is currently towards compliance rather than opportunities. This is in part due
to necessity, since if regulation and compliance are not met a bank can lose its
licence. In the near future, business needs to figure out which one of all the ser-
vices provided today could be digital services and in what markets can there be

potential.

This question had a mixed review as 40 percent of the interviewees held the opin-
ion that service should be provided to European market, whereas 60 percent were
voting to focus on their current market to strengthen the business. Fintechs were
more optimistic about moving towards the European common market. On the
banking side, only one in three respondents said they were planning to expand
their scope. For the banks, the focus is more on corporate customers than house-
hold ones as revenues to be made are much higher on corporate the side. One of
the interviewees stated that there was already some customer demand from out-
side the Nordics for some of the services provided, but there was no plan of reach-
ing out to these markets at this point in time. However, some respondents also

thought that at some point the focus should be towards banking as a service that
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should go beyond the national market. But some things need to be considered

beforehand.

“No, some products within capital markets will like to sell their products
white label to, for example, startup banks in Portugal or Fintech in Italy
and so on. They have products that can be sold that way, like banking
as a platform service. Other services can't be sold that way as it re-
quires an account (..) to exist in the bank, but some will definitely reach
out and widen the geographical footprint.” (Respondent no. 6, Head of
Open Banking.)

White labeling refers to a service or product produced by one business that others
can rebrand to make it appear as if they had made it. This could be a way in which
some of the products could be marketed outside the country. In general, it is evi-
dent that banks are currently hesitant about widening their markets. This could be
due to multiple reasons, such as needing to focus on compliance. Also, banks
need to work on other sources of revenue such as premium APIs to their custom-

ers in the existing market before they could venture out.

5.5.3 Providing premium services

When discussing the questions related to benefits with regulation changes, in-
vestment prioritization triggered by new opportunities, providing services to the
European market and the impact of regulation on customers, third parties and
banks, the topic of premium services came up with respondents from both banks
and Fintech groups. Both banks and Fintech were of the opinion that premium
services could be a way that the regulation changes could be taken as opportunity.
Fintech needs banks to get the platform and customer base and this way, banks
are able to provide the customers with enhanced services. By doing so, they satis-

fy the existing customer and tempt new ones to try out the services.

Increasing competition can be looked from the opportunity point of view as with
more service and third parties creating them will enhance the customer experi-
ence. There is more upside to this than downside, as banks can white label or col-

laborate with partners to sell their services or vice versa.
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“‘We’ll see how the market place evolves. But how do banks really
make money? Well — one major way is by lending. If TPPs help the
bank extend its reach to more and more customers across the EU (...)
then lending opportunity increases. We can expose a huge set of ‘pre-
mium’ services to our household, SME and corporate customers benefit
that consumers of those APIs would pay a premium to consume, there-
by monetizing the platform. We can also partner more closely with inno-
vative Fintechs that we identify as mutually beneficial. Finally, we can
play the TPP roles and access customers’ accounts at other banks —
making it easier for our customers to manage their money and transfer
between accounts across different banks.” (Respondent no. 3, Subject

Matter Expert.)

5.5.4 Security threats

The opinion of the interviewees was divided when it came to security threats due
to regulation. Some of the interviewees were of the opinion that the regulation has
improved the security aspects and did not see any threats, whereas others thought
that the regulation (specifically PSD2) introduces security risks because of the in-
volvement of additional players trying to access the customer data, which increas-
es the possibilities of misusing the data. As the regulation also involved new tech-

nology that banks are not very familiar with, this can also create additional risks.

The combined results are displayed in Figure 28. Six of the respondents from the
bank were of the opinion that regulation changes did introduce new security
threats, while two disagreed. From Fintech, one person believed that regulation
changes did not introduce any security threat. Another one thought that new

threats had appeared.
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Do you see any security threats introduced due to regulation?

Figure 28. Security threats introduced with regulation. N = 10 (groups 1 and 2 combined).

“l still can’t see more security threats in the future than there were be-
fore, analog interaction, people to people or shuffling papers was much
more insecure than what can be done with technology. Actually, | see
technology as enabler that strengthens the security.” (Respondent no.
2, Strategic Partner.)

“There are lots of security threats with PSD2. PSD2 has post security
threats in a dimension the others haven'’t because we are utilizing new
kind of technology that we haven’t used before, we are exposing our
code outside of firewall 24/7 which we havent done before and of

course that creates new risks.” (Respondent no. 6, Head of Open Bank-

ing.)

As third parties can now directly interact with customers, they can provide terms
and conditions that might sometimes be “pretty flaky” (respondent no. 3, Subject
Matter Expert). However, since customers are now providing their consent and
accepting the terms and conditions when interacting with a third party, they are
responsible for the process and their data. But with strong customer authentication
(SCA) that was introduced as a part of PSD2, fraud could be limited by requiring a
multi factor authentication. Along with multi factor there are also other security lev-

els in place, such as elDAS that are used for verification purposes. One of the
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risks highlighted was that the third parties have to follow processes such as KYC
or AML even though they are not actually processing any information and as a

result makes the process very heavy.

There are also threats on technical details due to lots of sub-standard implementa-
tions of PSD2 open APIs across Europe. Banks and regulators will require that
security threats are handled before mass interaction can start. This could be one
reason why many will be hesitant to open up fully as there is quite lot of uncertain-
ty. But players who are not early adopters will face stiff completion and the ones
who are early adopters will have to take the risk of opening up and make im-

provements based on the feedback received.

5.5.5 Impact on customer relationship

One of the threats is that direct relation with customers will be impacted with TPPs
coming in and banks might lose the customer facing aspects with time. It adds ad-

ditional layers between consumers and providers.

With technological and regulatory changes there comes also the overhead, such
as SCA coming into force making the customer experience cumbersome especial-
ly with regards to payments. It also introduces new players that come in between
banks and consumers. Banks that used to hold the accounts and provided the end
consumers services but now third parties can come in and provide the services
directly to consumers or merchants. This brings challenges and can be considered
as threat when someone comes in between customer relationship and forcing
banks into just providing core as it adds additional layers between consumers and

providers.
As one of the respondents said,

“There are new ways to utilizing technology to be digital that is out
competing the old ways, can see that on players like Amazon that are
taking over industries and totally out competing incumbent players. For
that reason you also understand that they have what others don’t and to
large extent it’s technology driven they have find ways to use new tech-
nology like open API and cloud and so on in a way that make them
much more capable of competing in fully digitalized economy. With fully
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digitalized you of course much better achieve economy of scale which
they do and they can also do thing faster than incumbent player. It will
come to banking and if banks are not ready we will be totally out com-

peted.” (Respondent no 6, Head of Open Banking.)

Compared to new players, banks can do much more in the context of PSD2 as
they have the banking license, have been in the market for decades and can pro-

vide improved services to their large set of customers.

5.5.6 Investment prioritization

Banks can invest in partnerships as well as in innovation. According to the re-
spondents, investment prioritization is based on expected gains and if there is no
return, investments will not be made. Another factor is how these investments will
enrich the services provided and how they can then be shared together with part-
ners. If no opportunity is seen and if investments are made on platform develop-
ment, then there are just large costs involved without any benefits. One respond-
ent suggested that the goal should be, for example, to create a subscription-based

business model through which premium services could be offered.

“There needs to be some kind of business case that is beneficial for
banks, why would we else invest, it doesn’t matter what the technology
is or what the service is. In any investment case there is an opportunity.
Bank’s investment decisions are made based on strategic needs and
strategic development of the investment object. We don’t make invest-
ment into companies just to make money but to strategically grow and
to provide services we wish to bring to customers rather not do our-
selves we allow third party to do that.” (Respondent no. 2, Strategic

Partner.)

Banks are under heavy cost pressure and need profitable use cases before in-
vestments could be done. When it comes to PSD2, even though it was a compli-
ance and regulatory project it also involved technological aspects to it where an
API platform was built and that involved the integration of customers and third par-
ties. If it was not for compliance money this would not have possible as the man-

agement want to see results and in situations like these, results come with time.
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One of the interviewees said that another approach could also be taken, as there
are already banks within Europe who are providing AIS and PIS services. For ex-
ample, Klarna is quite active and promoting their open banking platform and some
other players are expanding their AlS. Banks are also working on other invest-

ments, for example in consumer finance.

A Fintech representative thought banks would not have invested in the technologi-
cal changes if it was not for regulation forcing them to. Banks are not very open to
working on new services. On the banking side, a similar opinion was shared where
one of the interviewees believed that the funding for implementing PSD2 would not
have been available if it had not been a compliance project. Changes in regulation
mandated banks to adopt new technology available. With this, banks can now of-

fer customers premium services.

“There will be not a single financial institution in the world who won't
have the need to connect other banks. What | do think is the primary ef-
fect of the regulation is that the incumbent banks have realized that now
this is regulated, now we are comfortable enough to leverage the bene-
fits of open banking as well. Before we had the regulation | wouldn’t be-
lieve that banks had the guts to use account aggregation for something.
They need certainty before they embark of projects such as adding ag-
gregation of payments initiation into core banking services.” (Respond-

ent no. 12, Chief Technology Officer.)

PSD2 regulation has helped banks to be technologically stronger than they were
before by using the latest technology rather than relying on legacy systems. It
might happen that some banks will only do the bare minimum necessary to fulfill
the regulation requirement and will not be able to benefit from technology change
than those who have invested more in the change. That will be the difference be-
tween proactive and reactive banks. The end result will be that reactive banks will
not remain transaction banks and instead become niche banks or go out of the
market as they will have difficulties in competing with full-service banks or other

players if they do not capitalize on new technology.
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5.5.7 Lessons from previous implementations

The implementation of regulation usually takes time. The size and scale of imple-
mentation provide valuable input that could then be utilized in future projects if
they are captured and evaluated before the next round. Several respondents
thought that the main lesson was to have the mindset of how to turn regulation into
opportunity or threats into opportunities. Open banking is one such opportunity,
and based on the bank’s vision some are only fulfilling the regulation demands
whereas others are investing heavily to gain from it. PSD implementation was also
massive and banks had to do changes in exiting systems that was very cumber-
some, whereas PSD2 was solved by building an entirely new type of platform.

The other lesson was that as PSD2 touches so many parts of the bank, individuals
need to work on coordination and minimize double work or do things better, as
there have been cases where people from different units carried out the exact
same work and answering the same question. This can be avoided by proper
communication and coordination. Lastly, there is the question of how PSD2 is im-
plemented in each country and how the differences are interpreted across the
bank.

Some of the respondents thought that there are threats due to improper implemen-
tation. There are a lot of APIs available in the market, but the implementation qual-
ity is not at par with the requirements. This, in turn, can trigger bad customer expe-
riences as well as provide an opportunity to service providers who do have quality

services.

“Threats more on technical details, we still see lots of very funky imple-
mentations of PSD2 open APIs across Europe. Despite that fact that
UK has been spear-heading it still doesn’t work. After two years the
quality of APIs that are out there are still are not kind of production way.
It’s lots of custom implementation of authentication flows, redirect flows,
work flows that are really sub par, hindering their options of new ser-
vices. The regulation pass kind of negative side effects. There are lots
of API’s available but they are not of very high quality and it creates an
opportunity for some one who could improve the services and have up-

per hand in the future.” (Respondent no. 12, Chief Technology Officer.)

61



5.5.8 Exploring European markets

Banks cannot easily enter other market as it requires the consideration of deep
integration and legal elements. Looking at the potential, it is not worth entering the
European market on the consumer side. Other players will come into the market,
but building the customer base will not be easy and it will require plenty of invest-
ments as it is cheaper to keep a customer than acquire one. On the other side
there will also be technological players such as Google, Amazon, Facebook who
will step into the financial market space and provide financial services. As they
already have a customer base and know the spending patterns of these custom-
ers, they can build the relation with them. There is a heavy cost involved if banks

enter other markets and several banks are reducing their geographical footprint.

The interviewees were asked whether they were planning to enter the European

market and what risks they saw in it:

“Not currently, as regulation is the one that drives the cost. It has been
immensely expensive to have a customer because of all the KYC re-
quirements. In long term, if you manage to digitalize all regulatory re-
qguirements so you can have operation, you can live up to requirement
(...if) it’s all automatic, then maybe. Regulatory changes come so quick,
so most banks cannot really cope with building fully automated solu-

tions.” (Respondent no. 6, Head of Open Banking.)

Another issue that was mentioned during the interview sessions was that the
banks need to trust the country’s Financial Conduct Authority (FCA) in that they
have done their due diligence of the TPPs. But what was noticed is that there were
some national authorities who are providing the license easily, which could in-
crease fraud due to opportunities created by open banking. Banks are looking at
the EBA to monitor these authorities and to ensure that standards are followed.

5.6 Banks and GDPR

The questions on GDPR were only discussed with the interviewees who were in
the banking domain since the organization had the needed expertise in terms of
GDPR implementation. Because Fintechs are generally smaller in size and do not
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store large amounts of customer data as of yet, they were not deemed relevant for

this set of questions.

5.6.1 Limiting Fraud

One of the key themes about GDPR was that it was going to help in protecting
data. The interviewees were questioned about their views on whether GDPR
improves data security and whether they thought it could limit fraud. There was a
mixed opinion for this question, with one interviewee answering GDPR does not
limit fraud whereas others agreeing that it could. The interviewees believed that

with GDPR, identifying and tracking counterparts will be easier and more reliable.

Along with individual rights and preventing data breaches, GDPR has high
requirements on data governance that is one of the key areas in the regulation
along with information security. GDPR ensures that the customer is in control of
their data and owns the authority to share the data. Responsibilites are defined for
keeping private data private, but this does not prevent misuse if the customer does
decide to share data. As one of the interviewees emphazised, the organization
should also carry out adequete safety measures to protect the data. When asked
about the relation of GDPR with anti-money laundering, one of the respondents
replied that the objectives of AML and GDPR are different where one focuses on

the privacy of individuals and other protects society againts the terrorist funding.
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Does GDPR improve data security and do you think it could limit fraud carried out?

Figure 29. GDPR and data security. N = 3 (group 3).
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5.6.2 Implementation experience

When the group were asked about their implementation experiences, they were of
the opinion that banks had done farely well compared to other sectors since they
had already been handling the customer data for a while. But they did mention that
the implementation GDPR was expensive, painful and complex and took around
two years to implement. This was due to the fact that services were required to be
developed on the top of existing ones, and with banks having lots of historic
customer data, the implementation was not easy. What GDPR also did was make
banks keep record and track that they have both existing and relevant information.
Along with this, the banks also needed to guarantee who the customer or
company is and also have the supplementary data on the financial behaviour of
the customer. These requirements made the whole implementation process
expensive. Also, as it was connected to the IT infrastructure and process
description, it involved many challenges and required a significant amount of work.
The implementation took development capacity way after the deadline and was

not proactively implemented in an efficient way.

When asked about whether they were they expecting GDPR changes any time
soon, the interviewee replied that there should be no changes to GDPR regulation
anytime soon as it requires major effort from both the organizations and the
regulators. When it comes to data organization, there is other legislation apart
from GDPR that allows banks to process the data (such as AML measures). As
per one of the interviewee’s experience, there were three areas which took time

beyond the program’s original timeline:

“Establish data governance which is more solid to handle detail
requirements, improving information security needs to have a longer
plan for culture and training, which is recurring and needed to be on the
menu of the programs.” (Respondent no. 10, Group Data Privacy
Officer)

5.6.3 GDPR and limits on customer data utilization

As banks have been working with customer data for while, they are aware that

data cannot be spread outside the bank, and there is a strong focus on information
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security as data breaches are heavely penalized. The respondents thought that
GDPR did not change much when it comes to how banks look at customer data.
Banks needed to oblige even before GDPR, and the previous directives were
similar in content with regards to data protection. The goal is to filter the data that
IS not needed, such that it is not exposed by accident or misused for purposes that
are not permitted by the customer agreement. What this has done is that it has
highlighted the need to have explicit consent and tightened the possibilities of

using data for commercial purposes.

As per all the respondents shown in Figure 30, data is clearly an asset and banks
are becoming more and more aware of it. But there are constraints as to what you
can use the data for and it places requirements on data quality, data governance
and information sercurity capabilities. These attributes are extremely important for

building a foundation for a high quality customer relationship.
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With GDPR, do banks still consider data as an asset or a liability?

Figure 30. GDPR and data as assed or liability. N = 3 (group 3).

5.6.4 Acquiring consent

Consent is one of the legal bases on which banks are allowed to process data. As

data is a valuable resource, banks would like to have access to it. When asked

about whether banks need to ask the customer for the use of already existing
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data, the interviewees answered that banks already do that, and for all
agreements their compliance with GDPR is ensured and stated within the
customers agreement. For already existing consents, banks need to check that
they are in line with GDPR. One of the crucial efforts of the GDPR program was to
identify all of the core process where you handle personal data, such as customer
agreements. This agreement clearly mentions what the data is being used for.
When it come to new purposes, explicit consent is made avaible in mobile and

netbank.

When asked about how easy it is to get consent, the interviewees stated that to
get consent, one needs to be particular about purpose. According to the
respondents, what banks are doing with personal data is completely legitimate and
there are no concerns regarding it but the critical thing is not to leak data. The
regulation also requires that banks keep the record of processing as stipulated in
Article 30. Processes where consent is required were closely associated with
marketing, and the rest of the data could be continued to be used for processing.
Another point made by one of the interviewees was that the majority of data
processing by banks occurs on a lawful basis other than consent, and there is only
a small minority of processes where consent is involved. Also, in the financial
sector the controllers of personal data are leaning on legal bases such as the
performance of a contract and legitimate interest, so consent is only the last resort
that banks look for. But what is still required is transparency and informing the

individuals that banks are conducting additional processing.

Regarding one consent overriding the other, interviewees mentioned that one
needs to look into how widely consent can be reused and whether one can

leverage consent for the closely related processes:

“In theory it can be done, but legal entities need to be involved to see if
requisites are fulfilled. There are workarounds to get the consent, but
there are also limitations.” (Respondent no. 11, Group Data Privacy
Officer)

The question was further elobrated to whether compliance bases can override

consent, to which the reply was that there is other regulation that override this — for
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example, when a customer ends his relationship with a bank and wants the data to
be deleted but the bank still needs to keep the data for bookkeeping purposes.
AML and KYC require data to be stored for several years, and there are situations
where banks have to store even sensitive data for longer periods due to other
regulations. It is important to figure out for what puporse the processing of data is
required and whether it has a specific data governance aspect to it. On whether it

was possible to acquire consent using loopholes:

‘Regarding asking the consent again and again, the regulation is not
specific on this. The idea of GDPR is to serve the customer’s rights and
interests. Nothing formally prevents banks asking the consent over (and
over), but if it’'s done repeatedly, you are approaching a position you are
not acting in the interest of the customer. It’s kind of a loophole, but the
regulation is purpose-based and you can find parts of the regulation
kind of tells you that even though it can be done but perhaps one
shouldn’t do it. There are a number of situations and questions which
put responsibility on banks to act sensisbly, because regulation is not

specific.” (Respondent no. 10, Group Data Privacy Officer.)

Consent becomes specifically sensitive in the case of new customers. If banks
have existing customers, they can actually do quite a lot with legitmate interest as
a basis for processing. To rely only on consent would make processes more
difficult and less customer friendly, which is not the purpose. With new customers,
banks need to verify consent before processing any new data or in marketing
campaigns, and an offer is only made if the customer has explicitly accepted it.

5.6.5 Artificial intelligence and GDPR

Some customers may not give consent to process their data by algorithms, which
could affect its accuracy. Accuracy is important for predictive analysis that could
be used to better understand customers and offer custom-made services.
Regarding the question of whether GDPR will negatively impact using data for
machine learning, two out of three respondents were of the opinion that there
would be no negative impact. If banks can expain what they are doing with the

customer data, then the impact will not be negative. There are specific

67



requirements in the regulation when it comes to how one can use machine
learning and treat data with machines and algorithms. Also, banks are not always
dependent on consent as a lawful basis as mentioned above. In the financial
sector, banks depend on the other lawful bases such as legal obligation,
performance of agreement and legitimate interest. But there are concerns within

the society that Al and machine learning should be used wisely.

“In order to have machine learning one needs huge volumes. Should
the underlying database of the personal data not fit the processing
purpose, then we would need to go and seek for consent or do
compatability testing with the additional processing purpose. What we
are looking here is more like technical implementation, and we should
then consider possible risks that are inherent for this type of new
technology, and that would be mostly on data minimization and privacy

by design and default. It impacts, but not necessary negatively.

(Respondent no. 11, Group Data Privacy Officer.)

Similarly, regarding the use of data across multiple applications, the respondents
replied that in general, application dependency does not bypass consent, and data
cannot be utilized without explicit consent. But there are cases where the data is
cross-grained instead of fine-grained, and in this case if the customer desires to
use multiple applications, then consent needs to be passed on. For the banks, this
means that they need to be specific about the applicability of a consent given
elsewhere before they can use it for other services. The key goal should be to be

compliant across the applications.
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6 Conclusion

In this chapter | will present the summary of the results from the analysis and
evaluate the strategies that banks have available. My goal was to look at how
banks could provide enriched services to their customers in the light of changes in

regulation and technology and how they could partner with Fintechs.

In conclusion, | found that it was actually the changes in regulation that forced
banks to adopt the new technology. If it had not been for regulation, banks would
probably be hesitant to invest in technology such as open APIs as they are already
under cost pressure. Even though there are costs involved, banks need to focus
on new technology to improve their processes and services. This could enable
them to widen their customer base, improve market lending efficiency and provide
greater investment capacity. This in turn can be used for the enhancement of
internal processes and by doing so, improving the customer experience and
reducing in costs. This virtuous cycle can be achieved by the use of technology,

collaboration and partnerships with potential service providers. (RQ1.)

Second, if you partner with Fintechs or other third parties, you can provide the
services faster and thereby improve customer experience that is the key when
there is so much competition around. There will be a lot of services available in the
market, and the idea should be to see which services could enhance the customer
experience. Also, it is not possible to build everything in-house due to competence
and time it takes to deliver the services. When you compete in a market, time and
speed to market is the crucial aspect in deciding who wins the customer. The
quality of the service is also very important for a long-term relationship with the
customer. (RQ2.)

With PSD2, what it regulates is really only a subset of accounts, that is, it only
regulates payment accounts. But if you look beyond the regulation, there are other
areas where services could be provided. One of the things that Fintechs have
been providing for the last couple of years is services also related to non payment
accounts, balance sheets, mortgages, loans and investments, and banks should

also look at expanding their service scope. (RQ3.)

Financial services are currently overly complicated, and they really do not need to

be. The goal should be to offer multiple products seamlessly and globally and fo-
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cus on developing better core banking services. The services can then be moved
to other markets to capture customer base with an improved product. Traditional
banks need to build better collabration with partners and understand and build
contengency around scenarios such as what happens if the customer experience
is bad. (RQ3.)

One of the threats that banks are going to see in the near future or are already
experiencing is the entry of the technological giants into the financial service
market. As these companies have the muscle to expand as well as some existing
customer base, it will not be extremely difficult for these companies to also provide
financial services to their customer base. This means they have the potential to
take a part of the customer segment. To tackle this, what banks can do is either to
partner or collaborate with service providers so they can fulfill the demands of the
tech-savvy customers. Banks can also partner with data-driven Fintechs and
expose their existing data to develop services which then can be sold as premium
services to a specific group of customers. Even with all the regulation cost

involved around GDPR, banks still are of the opinion that data is indeed an asset.

(RQ1)

The other option that banks have on their hands is to offer Platform as a Service
(PaaS) or Infrastructure as a Service (laaS) (backend or platform services), leave
the customer aspects to others and focus on providing reliable infrastucture to
process and store transactions. This is an option which banks would most likely be
hesitant to take as this diminishes the customer relationship. This option can be
good for some banks who cannot compete in terms of providing customer services
but could act as reliable platform providers. Apart from being platform providers,
the other way banks could compete is either to acquire a potential Fintech or then
invest in companies who could in return provide services which banks could not

efficiently develop in-house. (RQ3.)

The current focus of Fintechs is on the household consumer which does bring

some revenue, but issue remains that the majority of household consumers prefer

to have services without any additional cost. But there is another group of

customers, that is, the corporates where services could be developed and sold, as

corporates are more likely to buy premium services. Currently, the partnership

between banks and Fintechs is limited in part because of the Fintechs’ focus.
70



There also needs to be better trust between banks and Fintechs. Since banks
need to be very particular regarding regulation and compliance, the trust can only
come if Fintechs incorporate regulation and compliance thoroughly into their
functioning. If this happens, Fintechs will be able to run managed services for the
banks, resulting in mutual benefits. (RQ2.)
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Appendices

Appendix 1. PSD2 Interview Questions

What role do you have in the process involving PSD2?

2. What type of benefits or threats do you see with regulation changes?

9.

Do you see or recognize the potential to reduce time to market for new ser-
vices provided?

Are there any derived investment prioritizations triggered by new opportuni-
ties?

Do you work with external firms for the development of new services? a. If
yes, what are the benefits? b. If no, why? c. Is the future goal to rely more
on external firms for development or develop services in house?

PSD2 will lead to changes and requirements, can you share some reflec-
tions form current / previous version of implementation of this?

Who will see an impact from the PSD2 regulation, customers or third party
accessing the information or the banks who provides the information?

Do you see any security threats introduced due to regulation? How do you
tackle them?

Do you see Fintech as competitors or partners?

10.Do you provide or plan to provide services to European market as the new

regulation enables this? If yes, when and what type of services? If not,
why?

11.What type of risks do you see if banks enter the European market along

with Nordic / domestic?

12.Are you ok with the idea of banks becoming the backend and provide the

infrastructure and Fintech becoming the face for the customers?
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Appendix 2. Fintech Interview Questions

1. What role do you have in the process involving PSD2?

2. Do you see banks as competitors or partners?

3. Do you see any security threats introduced due to regulation? How do you
tackle them?

4. What type of benefits or threats do you see with regulation changes?

5. Do you see or recognize the potential to reduce time to market for new ser-
vices provided?

6. Are you ok with the idea of banks becoming the backend and provide the in-
frastructure and fintech becoming the face for the customers?

7. Do you provide or plan to provide services to European market as the new
regulation enables this? If yes, when and what type of services? If not,
why?

8. Who will see an impact from the PSD2 regulation, customers or third party

accessing the information or the banks who provides the information?
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Appendix 3. GDPR Interview Questions

1. Does GDPR regulation improve data security and do you think it could limit
the fraud carried out?

2. How long did it take to implement the GDPR project? Did the changes
happen smoothly or were there challenges noticed during the
implementation?

3. How does GDPR impact the way bank looks at customer data?

4. Do you see a need for asking customer for use of your already existing
data? If yes, how easy is it to get the consent from customers? If no, do
banks need to update customers about the use of their data and how is it
done?

5. With the GDPR regulation, do banks still consider data as an asset or a
liability?

6. As Al or machine learining need data to gain accurary. Will GDPR impact
negatively when it comes to data being used for machine learning as some
of the data will not have needed consent?

7. While handling data across multiple applications how do you ensure that it's
GDPR compliant?

8. Are you able to verify consent before any new data processing or marketing

campaign?
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