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Analyst Update - Agenda

• Corporate

• Sales & Marketing

• Product & Technology

• Case Study

• Q & A session

• Presentations will be available at www.temenos.com



DISCLAIMER

Any remarks that we may make about future expectations, plans and prospects for the company 

constitute forward-looking statements.  Actual results may differ materially from those indicated by 

these forward-looking statements as a result of various factors.  In particular, the forward-looking 

financial information provided by the company in this presentation represents the company’s 

estimates as of 10th February, 2003.  We anticipate that subsequent events and developments will 

cause the company’s estimates to change.  However, while the company may elect to update this 

forward-looking financial information at some point in the future, the company specifically disclaims 

any obligation to do so.  This forward-looking information should not be relied upon as representing 

the company’s estimates of its future financial performance as of any date subsequent to 10th 

February, 2003.
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Building TEMENOS

In 1990 we had a vision on how to be successful 

• Industry: Banking; Packaged Software
• Product: One Product Strategy
• Support: Worldwide, International
• Technology: New, Functionally Rich
• Main features: Upgradeable, Low Cost
• Unique Company: Client-Centric



TEMENOS – Historical Perspective

TEMENOS has evolved into a leading provider of banking software systems for 
the financial industry

5 Citibankers 
start GLOBUS

GLOBUS 
becomes 

commercially 
available

TEMENOS is 
founded after 
acquisition of 

GLOBUS 
intellectual 

property rights

Key Statistics
• 27 Offices
• 1300

Employees
• 600+ Sites
• US$141 million 

revenues(1)

Key Statistics
• 2 Offices
• 34 

employees
• 19 Clients
• US$250,000 

revenues

Leverage 1200 man-years of product development

1984 200119931988

(1)  Twelve months to 31 December 2001



Worldwide Support

Partners

Offices 

Planned offices

Lisbon

Riyadh

Beijing

Jakarta

Moscow

Lagos
Quito

Manila

Kuala Lumpur

Colombo Melbourne

New York

Hong Kong

London

Dublin

Luxembourg

Beirut

Athens

Johannesburg

Singapore

Chennai  

Miami Amsterdam

Geneva

Bangkok

Paris

Frankfurt

Madrid

Dubai

Accra

Dhaka

Warsaw
Khatmandu

Tokyo

San Francisco

Chicago

TEMENOS GLOBUS™ operates in 102 Countries



• Cost Effective 
• Standard operating systems and database environment
• Client’s investment is protected
• Significant effect on Maintenance Revenues

Application
Programming Interfaces

Client
Enhancements

UNIX / Windows NT / S390 / Linux

Rules & Parameters

Forms / Menus / Queries

Oracle, DB2, jBASE, uniVerse

New application 
layer

Old application 
layer

Upgradeable



TEMENOS GLOBUS™ vs. Other Products

Asset and Treasury 
Management

Securities and
Capital Markets

International
and Corporate Private Retail Risk Management

Simcorp

Trema

Wall St.

Royalblue

ICBS CBS

Londonbridge

Jack Henry

Source: Deutsche Bank Equity Research, March 2001 

Equation / KindleTOFMidas/KindleOPICS / RIMS SummitQuasar / Rapide

“TEMENOS is the main vendor that offers a product that is 
fully integrated and addresses a wide range of solutions”

Olympic                                                         Olympic

TEMENOS T24 TEMENOS T24     

ERI Bancaire

TEMENOSTEMENOS

GlobalPlus BRASS Infinity InfinitySUNGARD

Fiserv

Microbanker                                                    Flexcube                                                 iFLEX Solutions

MISYS



Contracts
• Initial License Fees (ILF) per user
• Maintenance 18% of ILF
• Implementation Services Time & Materials
• Product Development (GAPS) Time & Materials

Payments
• Initial License Fees (ILF) Up-front

• Maintenance – 5 years Non Cancellable Signing date/12 monthly

• Implementation Services Monthly

• Product Development (GAPS) Sign-off/Delivery 

Business Model



Initial Licence Fees

55.9

18.9

12.6

11.7

12.6

2002

46.3

17.3

1.9

14.8

12.2

2001

67.6Total

30.3Q4

16.7Q3

12.8Q2

7.8Q1

2003
Budget

Most Important Indicator – Lifeline of a Software Company 



Effect of ILF on Maintenance

63,36063,36063,36063,36063,36045,36030,60018,3608,280Total

18,00018,00018,00018,00018,000----100,000ILF 2005

14,76014,76014,76014,76014,76014,760---82,000ILF 2004

12,24012,24012,24012,24012,24012,24012,240--68,000ILF 2003

10,08010,08010,08010,08010,08010,08010,08010,080-56,000ILF 2002

8,2808,2808,2808,2808,2808,2808,2808,2808,28046,000ILF 2001

201020092008200720062005200420032002

100% CLIENT PARTICIPATION 
IN THE MAINTENANCE PROGRAM



Implementation Constraint

66--18 months18 months

1010--20 consultants required for a project20 consultants required for a project

Contracts

Contract 2Contract 2

Contract 3Contract 3

Contract 4Contract 4

Contract 5Contract 5

Contract nContract n

Project  2Project  2

Project  3Project  3

Project  4Project  4

Project  5Project  5

Project nProject n

Timing of Signings; Duration of Implementation

Projects



Highlights of 1993 - 2002 

• Nov 1993 to June 2001 – Unprecedented Growth
• 26 June 2001 - IPO
• July 2001 – December 2001 – Recession; Banks Re-

structured
• We did not react quickly to cutting costs
• One bright spot – ILF 6 months Dec 2002 grew by 70% 

against same period in 2001.  Will it continue????



2003 Business Drivers

Banks And Financial Institutions face a difficult future

• Cost Reductions
• Replace Old Technology
• Become Competitive



• Experts

2003 Risks - World Environment

• Politics
• Banks
• Competitors

INVESTORS ARE LOST/ CONFUSED
UNCERTAINTY
UNEMPLOYMENT



Main Direction for 2003 

• Reasonable ILF Targets
• Conservative Budget
• Shorter Implementations – New Product – T24

55.9

18.9

12.6
11.7

12.6

2002

46.3

17.3

1.9
14.8

12.2

2001

67.6Total

30.3Q4

16.7Q3
12.8Q2

7.8Q1

2003
Budget

2003
Signings 68
Revenues 130
Expenses 120
Operating Profit 10



TEMENOS T24 What is it? 

• TEMENOS T24 is the result of major investment 
in a product:

– Scaleable
– Reliable
– Non-Stop Banking
– T24 is the most technically advanced banking system 

available today.



Introductions in 2003

Business FunctionalityBusiness Functionality
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TEMENOS T24

Open database (Oracle XML DB, DB2, etc.)
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Non - Stop

tConnector

j2EE

t Implementation Manager (tim) t Development Kit (tdk)

Services Developers

tIB Web Services EnterpriseBrowser tPW Development



Summary

• 2002 was a once-off bad year
• We have the right Business Model
• We understand the Industry
• We have the Right Products
• We have the Distribution Channels
• We believe in the original plan
• We need to deliver good results in 2003
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Pillars for 2003 Success

• Continuing to win over 80% of the deals in which we 
compete 

• High product investment
• Continued efforts to package software and services
• A client-centric philosophy
• Local support



Cash Flow  (US$ m.)

1999 2000 2001 2002

Operating cashflow 6.9 10.0 (0.3) (5.4)

Capital spending, incl. Acquisitions (3.6) (6.1) (25.7) (15.4)

Other, incl. Financing (2.7) 1.2 89.8 (10.2)

Total cashflow 0.6 5.1 63.8 (31.0)

Despite 6 difficult quarters operating cash outflows have been minimal –

the business model does not consume cash



R&D Investment 

% of revenues 15% 16%             21% 30% 23%

Product investment remains high, cash cost declines following restructuring

0

10000

20000

30000

40000

50000

1999 2000 2001 2002 2003

Corebanking
GLOBUS
Cash R&D



Quarterly Operating Cashflows

(0.3)TOTAL

1.6Q4 2001

(5.9)Q3 2001

2.2Q2 2001

1.7Q1 2001

AmountQuarter

High working capital needs due to seasonality (around strong signings 
quarters) and client mix shift to larger deals

(5.4)TOTAL

7.8Q4 2002

(12.8)Q3 2002

4.1Q2 2002

(4.5)Q1 2002

AmountQuarter



0

0.5

1

1.5

2

2.5

3

3.5

1999 2000 2001 2002

Average ILF Deal Size (US$m.)

2003

4mQuota per salesman(US$)

68mILF signings target (US$)

17Sales reps. We have 2-3 years leverage of 
our existing salesforce

23% CAGR

US$m



2003 Budget Overview

• Conservative assumption for new business wins:  
US$7.8m in Q1, US$12.8m in Q2, zero for second 
half year. 

• Business on hand at start of year contributes 74% of 
the annual budget of US$130m total revenues.  
Balance of budget funded from ILF and services 
booked from 1H 2003 assumed signings.

• Conservative assumption of implementation 
timetables (and therefore ILF revenues) and timing of 
cash in flows

• Locked in cash in- flows exceed anticipated cash 
outflows



Restructuring Now Complete

Key strategic decisions undertaken in 2002 include:

Annualised Saving

Development: 11.1
MBO of Outsourcing business 3.2
jBase indirect go to market strategy 5.8
Marketing spending 1.8
Infrastructure 2.1
Reduced use of external consultants: 8.9
Other redundancies: 2.1

Restructuring does not compromise our capacity

Upside leverage intact



Operating Costs As Percentage Of Revenues

2001 2002 2003
actual consensus budget

Total Revenues 100% 100% 100%

Service Revenues 51% 50% 47%

Operating costs

R&D 22% 24% 23%

Services 38% 46% 37%

Sales & Marketing 17% 23% 16%

G&A 12% 19% 16%

Operating Profit 11% -13% 8%

Restructuring -17%



Routemap Back to Business Model 

Operating costs as a percentage of revenues

2002 2003 Target
annualised 

leverage
reinvestment leverage

impact of 
restructuring

R&D 21% -5% -2% 6% 23% -7% 16-18%

Services 46% -3% -4% -3% 37% -4% 32-34%

Sales & Marketing 27% -4% -2% -2% 16% 0% 15-18%

G&A 19% -1% -2% 0% 16% -5% 10-12%

% of Revenues 113% -13% -10% 1% 92% -15% 78%-80%

2002 to 2003

Net of amortisation 105% -13% -10%

revenue

& efficiencies

-2% -80%



2003 Overview

• Revenues will benefit from our strong ILF signings in 
2H 2002 

• Earnings depressed by high investment in R&D, 
which will trend back to business model within 2 
years as a result of leverage derived from
corebanking revenues

• Services will benefit from higher utilisation in 2003 
over 2002 as a result of higher licence sales in 2H 
2002

• Sales and marketing costs will leverage deal size 
growth

• G&A will benefit from high operational leverage as 
growth returns



Market Overview and Perspective for 2003 
Rachel Rowe

Global Manager 
Research & Knowledge Management
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Agenda

• Review of 2002
• Strategic Shift
• Outlook to 2003
• Hot Spot in 2003



Review of 2002

• Heightened competition from non-banks, a bearish market and decreasing 
bank profits and revenues have influenced the banks’ IT spend in 2002

– Strategic focus
– New FSI entrants – increased market potential

• Number of core systems deals were down in 2002 for Wholesale Banking 
whilst sustained or increase for Retail Banking

• Almost every banking software vendor faced a severe drop in revenues and/ 
or took restructuring measures

• Total Financial Services IT spending growth was much slower – Cross 
Industry IT growth was negative

• “The worldwide IT industry suffered its largest decline ever in 2002, with 
negative growth rate of 2.3%” John Gantz, IDC Nov. 2002

• In contrast, the volume of Financial Services IT spending is reaching all time 
highs

• “Worldwide IT spending for the financial services industry has hit an all 
time high of $350 billion per annum” Gartner



A Strategic Shift

• Gaining flexibility, reducing costs, time to market and operational 
efficiency will all be key

• IT projects that will be funded in 2003 will be strategically focused, 
high impact and low cost – Financial Insights

• Savings on legacy systems could lead to major savings in business 
processes



A Strategic Shift

• Shift towards external spend, rather than internal 
development and maintenance

• Hardware  spend will decline
• Software and Services spending will increase
• Transition factors towards external vendors include:

– Vendor credibility
– Product maturity
– FSI focus on core business
– Increased outsourcing



Outlook to 2003

• Financial institutions were more rigorous in 2002 in their 
project spending and will continue to enforce rigour in 
2003
– Longer sales cycles
– Third party consultancy

• Investments in 2003 will be focused on preparing for the 
future
– Replacing old technology
– Reducing costs
– Gaining competitive advantage

• Overall FSI IT growth will remain soft, but strong growth 
for third party applications and external services
– Outsourcing is high on agenda



Outlook to 2003

• Corporate Banking: Will continue to be a challenging year – focus 
will be on critical IT investment:

– Overhauling and unifying treasury & fund management systems
– Gaining better risk management control and increasing margins
– Strong emphasis on Security and Disaster Recovery
– Regulatory reporting - derivatives

• Retail Banking: remained robust in 2002 – For 2003 as revenues 
may level off much of investment will be strategic

– Two tier strategy: 
• Banks focusing on Mass Market will focus on reducing operational costs and increasing 

efficiency
• Banks focusing on Wealth Management will focus on cross-selling diversified product 

portfolio to the mass affluent
– Branch renewal will be a key area in 2003: based on a review of the branch role, 

especially for those targeting mass affluent

• Private Banking: Key focus will be on customer retention, increasing 
margins & refocusing on High Net Worth Individuals



Hot Spot in 2003: Core Systems Replacement

• The daunting task of replacing core processing systems will be undertaken:

“Celent foresees many large financial institutions will invest hundreds of millions of 
dollars over the next few years to replace outdated mainframe legacy systems. Old 
systems have proven to be extremely inefficient, transaction- based as opposed to 
customer-centric, and no longer flexible enough to handle the growing number of 

new applications deployed”

• Core systems replacement requires strong business driver to be undertaken 
• Tier 1 Banks show an increasing interest in core system packaged software
• Banks adopting a Line of Business approach
• A single platform across geographies will be key – especially in Corporate 

Banking
• Banks targeting the mass market in retail banking will be prime targets for 

core system replacement – Tier 1 & Tier 2 Banks
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Winners of the CD Race…Winners of the CD Race…



Which are the Biggest Challenges Faced by Banks
Today?

0 20 40 60 80 100

Profitability

Improving Customer Service

Reducing Costs

New Business Growth

Competitive Differentiation

Integration of Business Processes

Channels to Market

Regulatory Compliance

Flexibility in New Products

Faster Time To Market

Extremely Challenging Very Challenging Challenging Mildly Challenging Not Challenging

• Key challenges are:
• Increasing profitability
• Improving customer service
• Reducing costs
• Enabling new business growth

• “New product development 
and delivery are casualties 
of system underperformance 
for many banks”

• Many banks believe that 
their existing core banking 
systems will not support their 
future business needs

Source: IDL



Agenda

• Introduce the sales team
• Sales cycle duration and milestones
• Win hit rates
• Client segmentation
• Competition



TEMENOS Focuses on Optimisation of its Sales 
Force in 2002

• Significant investment in the sales & presales 
organisation

– Reorganised regions and sales structure
– Global “best in class” team
– Clear qualification and client pursuit processes in place
– Good return on our partnership agreements: IBM, Oracle

• Significant Results
– 2002 ILF signings were the highest recorded in any fiscal 

year in the history of TEMENOS
– Huge cross-sell opportunities in 2002:

• 15 new contract signings with existing clients

Asia Pac.
30%

Europe
46%

Russia, CIS, 
Baltics

8%

Americas
2% MEA

14%

“Not all suppliers could have matched TEMENOS in gaining deals in Nepal, Vietnam, Kosovo, down into 
Africa, the rest of Asia Pacific and Central Europe, and also in the US and Western Europe…”

“It is able to compete on all fronts and there is seldom a selection where it is not involve…”
“Its sales resources are large and tenacious…”

(IBS March 2002 Issue 11.6)

% Signings per Regions, 2002 ILF



TEMENOS a Global Player – Sales Coverage 
Across  8 Regions 

Americas 
South

Sales:1

Pre-
Sales:2

Russia 
CIS & 
Baltics

Sales:2

Pre-
Sales:2

Asia 
Pacific 

Australia

Sales:3

Pre-
Sales:6

Offices:

Singapore

China

Hong 
Kong

Indonesia

India

Malaysia

Thailand

Australia

Corporate Sales – UK Based

Continental 
Europe

Sales:3

Pre-
Sales:6

Offices:

Switzerland

Germany

Spain

France

Middle 
East 

Africa

Sales:2

Pre-
Sales:3

Offices:

Dubai

Lebanon

Saudi 
Arabia

Northern 
Europe

Sales:4

Pre-
Sales:10

Offices:

UK

Holland

Ireland

Americas 
North

Sales:2

Pre-
Sales:3

Offices:

USA (New 
York,  

Miami, )

Offices:

Russia 
(Moscow)

Offices:

Quito

Eastern 
Europe

Sales:2

Pre-
Sales:4

Offices:

Greece

Poland

Romania

Egypt



TEMENOS: Three Sales Channels – Strategic 
Alliances Offer Greater Sales Potential

Sales and marketing

Direct sales Strategic alliances Distributors

• Offices around the 
world
• Target large global
banks
• Generating the 
majority of TEMENOS‘
license revenues

• IBM/ PWC: strategic 
alliance covering sales, 
services, R&D and 
marketing
• Strategic alliances with 
leading IT service 
providers and system 
integrators (e.g., 
Oracle, MS .Net, 
Accenture)
• HP/ Samsung 
Benchmark on Oracle
• EDS: joint sales efforts

• 10 independent
distributors
• Distribution within a 
specific country or 
region



TEMENOS: A Structured Sale Cycle

• Clear milestones to measure progress
• Qualifications of sales leads
• Process tailored to client’s needs
• TEMENOS objective: reduce time line and cost of pursuit

RFI 
Received

11

RFI 
Response 
Sent 

RFP Sent
Short list
Prepared

Initial 
Pres.

22

Workshops
Reference
Visits

GAP
analysis Contract

Negotiations

Implementation
Delivery
Discussions

Contract
Signing

33 44 55 66 77 88 99 1010 1111 1212

Probability 
milestones 0.1 0.3 0.5 0.6 0.7 0.8 0.9 1.0

Interest Qualified 
Opp.

RFP 
Response Short List

Unofficial 
Advice of 

Pref.

Official Advice 
of Pref. Contract Neg. Contract 

Signing.



…Sales Cycles are Evolving – Case Study

• Gartner estimates that sales cycles increased by 2 to 3 months in 2002
• Sales process more complex and thorough
• Budget approval process also longer

Impl./ Delivery
Discussions

RFI 
Received

11

RFI 
Response 
Sent 

Initial 
Pres.

22

Workshops
Reference
Visits

GAP
analysis Contract

Negotiations

Contract
Signing

Third Party Consultant

33 44 55 66 77 88 99 1010 1111 1212

RFP Sent
Short list
PreparedProbability 

milestones 0.1 0.3 0.5 0.6 0.7 0.8 0.9 1.0



TEMENOS Shows High Hit Ratio After Pre-
Selection…

Selection within sales funnel for each milestone 2001/ 2002

100% 15%

37%

6%
5% 1% 0.5% 0.5% 35%

Total 
inquiries Interest Qualified 

Opportunity
RFP 
response

Short list
Final presen-
tation

Unofficial 
advice of 
preferred 
supplier

Official
advice

Contract 
being 
negotiated

Signing

83%

Probability 
milestones 0.1 0.3 0.5 0.6 0.7 0.8 0.9 1.0

Costs for tender 
(schematic)

USD 125 m



TEMENOS Gaining Acceptance in the Tier 1 
Market

16%
21%

84%
79%

0%

10%

20%

30%

40%

50%

60%

70%

80%

90%

100%

2000 2002

Tier 1 Tier 2 & 3

• 2002 key year for Tier 1 signings 
with Samsung and ING

• Appeal to Tier 1 Banks because of:
– Functionality
– Flexibility
– Hardware and Database 

independence
– Proven & stable architecture
– Significantly greater banking 

experience
• Tier 2 & 3 banks still core installed 

base because:
– Greater need to reduce cost
– Limited IT & personnel resources
– More open to using external 

software provider

% Signings by Tier, 2002 ILF



Client Segmentation Reflects IT Spending 
Volumes…

• Smaller number of retail deals 
but on average larger contracts

• Retail banking continued to fair 
well in 2002 compared to 
wholesale

• Universal deals tend to reflect 
lower tiered organisations

• Trend is for LoB core system 
replacement

• However, cross-selling 
emphasised in 2002

27%

31%

13%

13%

16%

Wholesale Retail Private Universal Other

% Signings by LoB, 2002 ILF



Case Studies = Key Deals Signed in 2002

• ING  
– First wholesale deal of 

comparable size in history, 
– GLOBUS/ Flexcube 

underwent detailed 
evaluation prior to selection

– Private banking and Retail 
banking opportunities

• Samsung
– Korea foothold
– Consumer lending foothold
– Another Oracle deal
– Scalable benchmark 

• IBK
– Large TEMENOS Core 

Banking deal
– Further Korean win

• Saudi Hollandi Bank
– Prestigious Saudi bank
– Strong link with ABN Amro

• Dunfermline
– Key foothold into Building 

Society market
– Huge growth in core system 

replacement expected, need 
to gain expertise



TEMENOS GLOBUS™ No. 1 Position in the 
Market

Source: IBS

Development of new banking software signings Market shares (cumulated 1995-2001) [%]
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TEMENOS Competition = Few True “All-In-One” Players

Areas of coverage

Source: Roland Berger
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TEMENOS T24
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TEMENOS GLOBUS™ T24

• For the past 2 years we have invested over 24 million 
dollars in a major technical renewal of our flagship 
product: TEMENOS GLOBUS™

• All these developments are completed and are now in the 
final stages of packaging.

• This investment culminates in June when we will deliver 
the final phases.



UniVerse

TEMENOS GLOBUS™ T24

TEMENOS GLOBUS™

GLOBUS

Proprietary 
Database solution

Single server 
architecture

Client Server 
desktop

January 2000 scalability
resilience

end of daybrowser

integration

performance

workflow



UniVerse

TEMENOS GLOBUS™ T24

GLOBUS

GLOBUSGLOBUS

Open Database (Oracle XML DB, DB2 etc)

tServer tServer tServiceAgents

Non - Stop

tConnectionServer tEventService

j2EE

tImplementation Manager (tim)

tIBBrowser tPW

tDevelopment Kit (tdk)

Web Services Java Dev Enterprise



Product Direction
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Introductions in 2003
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