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Welcome to the launch issue
of TEMENOS NEWS!

O ur aim is to provide a much better
platform for keeping you up to date with

news of our company, products, services, clients
and partners, as well as offering commentary
on market issues.

And this is not all that we are launching! You
will soon see the ‘new look’ TEMENOS, with
the launch of a new corporate image for the

company, together with a new suite of
marketing collateral and a redesigned
and updated web-site. ‘In short, we want to give
a whole new insight into the business of
TEMENOS;, says Nathalie Burdet, marketing
and communications executive for the company.
This new image reflects the evolution of
TEMENOS to its current position - a strong,

Chairman’s Comments

id-way through 2003 is perhaps a good
M point to pause and take stock of what
is happening in our business. Readers will be
aware of the difficulties faced by the financial
and IT industries over the last two or three
years and this last year has been a challenging
one for TEMENOS too. However, despite
recording a set of disappointing financial figures
for 2002, all was not doom and gloom! Indeed,
we recorded the highest level of licence fees for
that period than for any other accounting year
in TEMENOS’ history with licence revenues of
$58 million, a 26% increase over 2001.
Furthermore, our new clients included a
number of very large, ‘Tier 1” banks, which will
be using TEMENOS’ systems as a basis for
major international projects. Most importantly,
we also retained the confidence of the City. On
the day we announced our results, our share

price rose!

So I am feeling upbeat and positive about
TEMENOS’ performance in 2003! We
underwent a significant restructuring exercise
in 2002, to enable us to reduce our cost base
and this will also bear fruit in the current
financial year.

While we have taken steps to make our
operation more efficient, our investment in
products and services has been maintained,
even increased. You will see the evidence of this
further on in this newsletter in the exciting
announcement of TEMENOS T24 and in the
case studies of a number of clients who have
recently gone live on TEMENOS GLOBUS™.
I would like to thank all of our clients for their
continued and ongoing support. When banks
select TEMENOS to work with, we hope that
they see us as a very real partner, not just a

software vendor, because to paraphrase the
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established and reliable company. Appearances
are not everything however and clients can be
reassured that the concepts and values of quality
and service, which are the foundations of the
company, will remain unchanged!

As for the new web-site, visitors will be pleased
to see the results of the redesign, which make
it much more user friendly, more dynamic and
engaging to use.

To obtain a copy of the new brochures, you can
download them from the new web-site at
www.temenos.com or e-mail us your contact

details at marketing@temenos.com.
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George Koukis, chairman and CEO,
TEMENOS

words of Robert Hunt, one of the contributors
to this issue, the likelihood is that they are at
the start of a 15 year relationship!

I look forward to meeting you in Berlin for
TEMENOS Client Forum™!
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Market Focus

A Tale of Two Markets

Banks are upgrading global branch core systems but are
reluctant to upgrade their headquarters system

F inancial services institutions continue to rely on core banking systems originally implemented in the 1980s. These systems did not

anticipate new banking services such as 24x7 call centres, Internet banking, and relationship based products. Robert Hunt, senior

analyst in retail and wholesale banking for TowerGroup, tells Rachel Rowe of TEMENOS why, despite the cost and complexity of

replacing their core systems, banks must begin the process of transitioning to new real-time, customer centric systems.

RR: Robert, thank you for taking the
time to go through this with me. First of all,
what do you mean when you talk about the
core systems market?

RH:  When we talk about core systems we
have to break down the markets into the ‘global
branch’ and ‘headquarters’ markets.
The global branch core systems market can be
broadly divided into retail and wholesale
business. These two lines of business differ in
terms of depth and breadth of functionality
and number of accounts needing to be
processed. Fundamentally, however, their core
system requirements will otherwise be fairly
similar. Few packaged solution vendors can
cater for both of these lines in an integrated
manner, although I know that TEMENOS is
one of the few to offer the functionality and
scalability required, as well as an integrated
view of customer information. This is
traditionally a more dynamic market for core
system replacement, as global branches are not
tied to complex mainframe environments
and typically use Unix or NT processing
platforms.

Headquarters core systems at large banks
continue to operate in a mainframe
environment, generally using in-house
developed systems. Moving away from these
legacy systems and migrating to new platforms
involves huge risks, integration costs and
requires a strong business case to be made.
Hence the core system replacement market is
less dynamic with only a few projects expected

each year.
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RR: What are the key driving factors in
each of these markets?

RH:  Inthe global branch market banks are
trying to avoid a custom solution environment,
as well as moving away from multiple vendor
solutions. Banks are moving towards a more
holistic and standardised approach. Some areas
still require unique products or region-specific
solutions such as regulatory reporting, but
overall a standardised approach is preferred.
Increased competition and difficult economic

times necessitate efficient back office systems.

“If these gaps involve an inability
to implement new products, lack
of 24x7 capability, put a limit
on growth or merger
opportunities or lead to lost
business, there is a compelling
case for replacing the system.”

Another driver, especially in the retail business,
is the need for increased customer centricity
and the ability to have an integrated view of
clients. In addition, the expansion of delivery
channels, in particular the Internet, has led to
a need for systems that can service all of the
bank’s distribution channels.

Other significant drivers include the need for
24x7 availability, the goal of STP to handle
real-time transactions and the regulatory
and financial spur for improved risk

management.
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RR: Have the banks’ attitudes changed
over the last decade?

RH:  Very definitely, yes. The change since
the 1980s, when the last upgrades were carried
out, lies in the holistic approach taken by banks
at a global branch level. This involves a greater
awareness of the total cost of ownership
of IT. In preparing for Y2K and Euro conversion,
for example, banks realised that they need
standardised systems and single vendor
relationships in order to improve their risk
management, efficiency and reduce their
operational costs. Some banks are also
implementing centralised regional processing
centres thanks to advances in technology such
as the Internet and VPNs (Virtual Private
Networks) in locations such as Singapore,
London and New York. This again enables
economies of scale.

So these days banks have a more centralised
approach to the management of their global
branch network, and an increased focus on

reducing their total cost of IT globally.

RR: And what about headquarters core
system replacement, do you see equally
strong drivers for change here?

RH: At HQ, the drivers for replacement
are very different. As I said before, replacing
mainframe based core systems at HQ level
implies huge costs and risks. For a bank HQ to
contemplate replacing its in-house or existing
system it has to face one of two issues. Firstly,
the proprietary system is so old or cumbersome

that it limits the bank’s ability to implement
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Market Focus

“In this kind of project, when the bank selects a core system vendor, it selects a partner because the likelihood is that it is the start of a 15 year

relationship. The vendor need not be the low cost provider, but it has to be financially secure and reliable, trusted and experienced.”

new products or will not allow the integration
of a planned merger or acquisition.
Occasionally, the system vendor has gone out
of business or no longer supports the product,
leaving the bank with an orphan product, which
will have to be replaced.

The reasons for change may be clear-cut, but
the bank has to take on board several further
issues. The project will be long. At least two
or three years’ duration. It will be high cost,
mostly in integration and services and it will
be high risk, as it affects the heart of the bank’s
business. The project may also involve a decision
to move away from a mainframe environment
and migrate to a Unix or NT platform.
Hence, replacement of core systems at
headquarters is a slowly evolving market.
TowerGroup can see a change and foresees
some top 200 banks announcing migration
projects over the next five years. However I
expect that these will not add up to more than
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15 announcements over that five year span.
These are key strategic business decisions.

RR:
core system replacement drivers?
RH:

driven by time to market and replacement of

Are there regional differences in

Yes there are. Europe, for example, is

proprietary systems. Further cross border
mergers may encourage core replacement
efforts. There are, however, differences between
Western and Eastern Europe, with the latter
much more focused on modernising their
banking systems. Eastern Europe is still a
‘greenfield’ for software vendors.

In comparison, the US is driven by regulatory
changes and the changing nature of transaction
processing. Growth of electronic transaction
volume and the proposed Check Clearing for
the 21st century Act (“Check 21”), which has
been presented to Congress, will mean a move
away from labour-intensive paper based
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payments. The dominance of paper based
payments in the US has prevented banks from
re-engineering their transaction processing and
moving to real-time processing.

In Asia, there are also important differences.
In Japan, there is a huge bias towards in-house
development. However, many of the Japanese
banks have ownership or part ownership of
software companies, which have developed very
modern and advanced systems and hence tend
to have amongst the best systems in the world.
Australia is similarly advanced. However there
are again real ‘greenfield’ areas in emerging
countries in Asia, such as China and Vietnam.

RR:

the greater adoption of core system

What part has technology played in

replacement?
RH:

an important role in driving this adoption.

Since the 1980s, technology has played

First, the introduction of mini-computers and

TEMENOS NEWS



Market Focus

“TowerGroup can see a change and foresees some top 200 banks announcing migration projects
over the next five years. However I expect that these will not add up to more than 15

announcements over that five year span. These are key strategic business decisions.”

then industry standard operating systems (Unix
and Windows) have provided cost-effective
solutions for a new generation of global bank
systems. In the headquarters market, the move
towards standard middleware has been
important, simplifying the cost and complexity
of core systems replacement — particularly for
large banks using best of breed solutions.
Additionally, development of industry standard
relational databases, such as Oracle and DB2,
has enabled core systems to move away from
simple processing to customer centric systems.
In other words, banks can build systems focused
on customers rather than accounts.
Although the Internet has pushed banks to
expand their delivery channels and hours of
operation, it hasn’t resulted in a greater
adoption of core replacement. However, it is
allowing banks to centralise their global
processing and provide new products. New
core systems implementations will allow banks

to take better advantage of the Internet.

RR: When talking of any IT project, we
have to increasingly factor in ROI. We have
discussed the advantages of replacing core
systems, but how soon and how much ROI
can banks expect to see?

RH:  There is unfortunately no simple or
single answer to that question as this will always
vary from bank to bank. Also, ROI in some
cases is not a key issue. For example, when a
large bank decides to replace its headquarters
core system, this is such a high risk, high cost
and long-term investment that looking for a
pay back is not necessarily a top priority. In
this kind of project, when the bank selects a
core system vendor, it selects a partner because
the likelihood is that it is the start of a 15 year
relationship. The vendor need not be the low

cost provider, but it has to be financially secure
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and reliable, trusted and experienced.
In addition, measuring the total cost of running
and maintaining existing legacy systems is
difficult to do accurately, as events such as
depreciation of hardware will make the
calculations more complex.

In the case of global branch core system
replacement, it is easier to measure ROI and
banks expect to see pay back between 18 and
36 months, but again this depends on the
number of branches and the global reach of
the migration. Savings are secured in reducing
customisation, single vendor solutions - at least

by business line - and operational efficiencies.

RR: If you were the IT director of a
multinational banking institution, what
would your advice be with regard to core
systems strategy?

RH: I would start by evaluating the
strengths and weaknesses of the existing system,
focusing on the weaknesses. I would then
compare these weaknesses with the business
objectives of the bank. This process would give
me the technology gaps, which translate to
potential opportunities that the bank is missing
out on. The extent of these technology gaps
would validate the choice of strategy. If they
do not justify the cost and risk of migrating to
a new system, then the bank can take a short-
term view and carry out internal improvements
to extend the life of the current system.
Inevitably, there will come a time when this
approach is no longer effective. If these gaps
involve an inability to implement new products,
lack of 24x7 capability, put a limit on growth
or merger opportunities or lead to lost business,
there is a compelling case for replacing the
system.

Banks which are the most successful in this

competitive environment are those which
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understand these gaps. This is why we are
increasingly seeing a centralisation of IT
decisions, as I'T heads are more strategic in their
approach to global solutions for their
organisation.

CIOs, CEOs and business heads need to
understand their strengths and weaknesses and
build IT plans with at least a five year view, to
ensure they have the resources and tools they
need to continue to grow. Aligning the business

and IT issues is critical to survival.

RR: Robert, thank you for this insight.
For readers who would like to find out more
about TowerGroup’s research in this area,
what do you suggest?

RH: My research is published within
TowerGroup's Retail Banking and Wholesale
Banking practices or they can contact me direct

at thunt@towergroup.com.

Robert Hunt is a senior research analyst
specialising in core banking and transaction
processing systems for TowerGroup. In prior
senior management positions (including
director of technology banking for
BankBoston, managing director of BayBank
Systems, Inc., and senior vice president at
the Irving Trust Company), Robert’s
responsibilities covered systems development
and operational responsibility for item
processing, retail and wholesale banking,
electronic commerce, ATM networks, and
capital markets. He has also held a number
of banking industry positions, including
chairman of the New England Automated
Clearing House, advisory board member of
the Stonier Graduate School of Banking,
and chairman of a regional task force on

Federal Reserve Bank automation.
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Feature: TEMENOS T24

A radically new banking system
for the new millennium

TEMENOS T24

q ndré Loustau, TEMENOS’ vice president of technology, has been involved with the development of TEMENOS GLOBUS™ since
its origins in 1984. An ex-banker himself, André had a strong vision then as to how TEMENOS GLOBUS™ should be developed
functionally and technically. His philosophy proved successful and TEMENOS GLOBUS™ became an industry standard in the 1980s and

1990s. However, time marches on and with it come major changes in banks’ requirements and huge strides forward in technology. André

Loustau now faces a new challenge: the development of a radically new banking system for the new millennium. The vision is clear. The
new system is TEMENOS T24. Our editor asks André what this vision is and why TEMENOS T24 will be different to anything else currently

available in the market.

André, can I start by asking the question,
which must be on every user’s lips: is
TEMENOS T24 a replacement for TEMENOS
GLOBUS™?

Absolutely not! TEMENOS T24 offers the same,
rich business functionality as TEMENOS
GLOBUS™ but on a more feature rich
technology platform. TEMENOS T24 will not
be appropriate to all of our clients. It has been
designed for the big, multi-site international
banks whose business demands a truly non-
stop solution. Support for TEMENOS
GLOBUS™ will continue unchanged and,
indeed, the system will benefit from TEMENOS
T24 in that any appropriate developments will
be made available to it.

The origins of TEMENOS GLOBUS™ are a
good starting point. Can you explain how
the architecture of banking systems has
changed since that system was developed?
The history of TEMENOS GLOBUS™ actually
mirrors what has happened in the industry
over that time. Our philosophy for TEMENOS
GLOBUS™ was that it should be a true ‘package’
system. Core banking systems in the 1980s
tended to be in-house developed — hand made
for the bank or based on a foundation or
framework bought in from an external
development team. In either case, these systems
were ‘custom made), risky to change, costly to

maintain and effectively became set in stone,
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with the bank often working round them to
accommodate business changes. We always
intended TEMENOS GLOBUS™ to be a
standard package. The problem was identifying
what ‘standard’ was! We took the fundamental
view that we would not change TEMENOS
GLOBUS™ code to accommodate variations,
so a huge amount of parameterisation was
incorporated to reflect the essentially different
operation of each bank. We also made another
radical decision: where an enhancement to the
core system was required and paid for by a
bank, this would always be incorporated in the
TEMENOS GLOBUS™ core and made available
to other clients at no upgrade fee. Thus the
vision of one core product remained and as
the functionality expanded, all clients benefited
from the enhancements. By 2000, TEMENOS
GLOBUS™ was the most functionally rich
banking system in the market, but it was still

delivered as a package!

How were technology developments
incorporated?

We moved from the ubiquitous ‘green screen’
of the late 1980s and early 90s through GUI
and client-server architecture. We used a ‘thin’
client, meaning that the ‘client’ was simply a
presentation layer in a Windows environment
so we avoided the problems of having to ‘break’
the functionality to split it between client and
server. This was also cost-effective for the banks
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since it avoided the need for each system user
to have an enormously powerful network and
PC infrastructure. By 2000, we were beginning
to hit the ‘technology’ sell. IT was increasingly
centralised and the larger banks were beginning
to adopt corporate technology standards. A
move to a new core system was perceived as
highly risky and banks were looking for a long-
term partnership from their systems suppliers,

to try to minimise this risk.

What were the implications of the focus on
technology?

TEMENOS needed to be seen to be going down
the right technology path — to provide a lead
to our clients. With our single server
architecture and proprietary database, at that
time we did not conform to a ‘standard’
technology platform. So we needed to change
our technology radically. The takeover of jJBASE
Software at this time helped us to move away
from the Universe database and on to Oracle
and DB2 and on to new platforms like System
390 and AS/400. We were aware, however, that
the rate of change in technology would continue
so ‘fixing’ on a particular platform would only
provide a short to medium-term solution. My
vision for TEMENOS T24 was to isolate the
banking functionality from the technology and
make the technological infrastructure as flexible

as we could.
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Feature: TEMENOS T24

“My vision for TEMENOS T24 was to isolate the banking functionality from the technology and make the

technological infrastructure as flexible as we could.”

So what are the current technology drivers
behind TEMENOS T24?

Our vision for TEMENOS T24 is based on
some key technology drivers. A browser user
interface, deployed throughout the bank, is the
way forward. It offers low cost of ownership
and familiarity and uses the established
standards, like HTTP, XML and J2EE. Behind
this, we need a technology which can deliver
high performance and scalability. The design
of TEMENOS T24 offers multiple application
server support offering horizontal scalability,
supporting huge numbers of users and true
non-stop resilience. Some of our clients run
increasingly high volume operations and one
of the key objectives of TEMENOS T24 is to
scale to cope with their increased level of
business. TEMENOS T24 will be capable of
handling 1,000 transactions per second, over
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10,000 signed on users, over 100,000 signed on
Internet users and 50,000,000 accounts. The
browser front-end will be underpinned by
multiple application servers, using industry
standard software. We recognise that banks will
not be able to replace all of their systems at one
time and so part of our vision for TEMENOS
T24 is its ability to integrate, using solid
standards. For example, XML is a key
technology standard and is used throughout
TEMENOS T24, from our browser support to
system integration through to data access and
storage. For the browser, it is transformed into
HTML using XSLT and CSS, allowing our
customers the capability of adapting the look
and feel of their user interface. For integration,
it is the key standard for inter-application
exchange —- TEMENOS T24 OFSML 1.1 is an
XML standard which allows other applications
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to request/process any transaction regardless of
the transport layer. Finally, for the database we
exploit the latest XML technology in Oracle (XML
DB) and DB2.

Which element of TEMENOS T24 ’s design
do you consider to be truly ‘ground-
breaking’?

Probably the most innovative aspect of
TEMENOS T24 is that we have totally removed
the need to run end of day (EOD) processing.
The EOD run has always been a stumbling
block for large institutions. Banks traditionally
had to stop the online user activity at a certain
point, run the EOD and then allow the online
users back on the system. As banking operations
became more complex, the series of jobs
required to be completed within the EOD got
longer and longer but the time window required
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Feature: TEMENOS T24

“Probably the most innovative aspect of TEMENOS T24

is that we have totally removed the need to run end of
day (EOD) processing.”

to accomplish them got shorter. When points
of failure occurred during the EOD, the
‘window’ available to re-run before opening of
business was just not long enough. For larger
institutions, running multiple books and
operating a central system with regional hubs,
the problem was even more complex.
So, spurred on by some of our largest clients,
we looked at how we could remove the EOD
process completely in TEMENOS T24. This
was enormously complex from a systems design
perspective. Just imagine the logic required to
handle start of day and close of day activity for
multiple time zones whilst simultaneously
allowing online activity. Effectively, we had to
remove the concept of ‘today’ and ‘tomorrow’
from the system design and look at everything
from the perspective of the date. Fortunately
the inherent value dated design of TEMENOS
GLOBUS™ made this task much more
straightforward than it otherwise would have
been.

All our close of business activity (interest
capitalisation for example) runs in parallel
across multiple application servers. Our
‘intelligent’ service management will control
the workload, assigning portions of tasks to
each server and reassigning these if necessary
in the event of one server becoming particularly
busy or unavailable. Everything is transactional,
hence whenever there is a recovery from a
system failure, they are restarted automatically
from the point they were stopped. In the case
of all servers going down, a new server can be
brought in and it will pick up the jobs from
the point of failure.

This is quite a profound shift from the bank’s
point of view. This really is non-stop
computing, from a banking IT architecture
perspective, with a single database and no
shadow balances. Plus TEMENOS T24 is load
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balancing for close of business jobs and all

online activity.

Does TEMENOS T24 provide a strategic
solution for TEMENOS’ clients?

TEMENOS GLOBUS™ allows banks to deliver
new products to their market. How they deliver
these products across rapidly changing and
new geographical markets and through often
complex and evolving organisations is more
difficult and more important now. In
recognition of this, we have made a
technological leap with TEMENOS T24. We
have incorporated major architectural changes,
which will provide a much safer foundation
for a core banking system. In addition to our
stateless architecture, we are supporting standard
middleware, such as MQ Series, offering our
full transaction set as Web Services and
providing a comprehensive Java development
kit for developing and integrating with
TEMENOS T24. We have embraced the new
standards in the market and are providing a
strategic solution for our clients to do the same.

How much investment has gone into
TEMENOS T24 to date?

We started work on TEMENOS T24 in January
2000 and we have spent over $24 million to
date. TEMENOS has always spent a large
proportion of its revenues on development,

both functional and technological.

Have you worked in partnership with any
clients on the TEMENOS T24 development?
All of our clients contribute to the functional
and technical debates — we’ve always done it
this way and it works very well. Samsung and
ING Bank have been particularly closely
involved. Technology partners such as IBM and
Oracle have been instrumental in the
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development and other partners such as HP
and Microsoft have been keen supporters of
the project.

What about delivery and availability?
As I said, we have been working on this project
since January 2000. We will launch TEMENOS
T24 in September at TEMENOS Client Forum
and it will be available from then. We are
currently training our support teams. I would
like to stress that TEMENOS T24 will still be
delivered as a package, not as a tool-kit as with
some of the other banking systems.
Implementation should take the same time as
for TEMENOS GLOBUS™.

As a TEMENOS GLOBUS™ user, if I move
to TEMENOS T24, what kind of benefits can
I expect?

Let me reiterate that TEMENOS T24 will not
be appropriate to all of our clients, many of
whom will continue to support their operations
very well with TEMENOS GLOBUS™.
TEMENOS T24 has been designed for a specific
type of organisation — the big, multi-site,
international banks, which need a truly non-
stop solution, with no end of day run. For those
TEMENOS GLOBUS™ users who fit this
profile, there will be an easy upgrade path. In
terms of other benefits if you upgrade? Where
you want to expand your business, TEMENOS
T24 will support this growth. From a user
interface perspective, the browser front-end
will allow you to reduce cost of ownership. Use
of the Oracle or DB2 database will give external
access to data on your system and facilitate MIS
and should you want to customise, you will be
able to do this in a standard way via Web
Services and using Java. We are very excited about
TEMENOS T24 and look forward to revealing it
at TEMENOS Client Forum™ in September.
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Mees Pierson Reads

A Smooth Operation for
MeesPierson Reads!

For a bank to replace all its core business systems is a challenge in itself. However,
when it goes on to merge with another company three months prior to ‘go-live’,
a whole new dimension is added to the project!

T his was the situation facing Graham
Thoume, operations director for
MeesPierson Guernsey, as was, or MeesPierson
Reads, as is now, during the recent TEMENOS
GLOBUS™ implementation. Happily, a veteran
of both M&A activity and implementing
systems (having undergone four and five of
each respectively!), Mr Thoume and his team
rose to the challenge and the system went live
on-time and to-budget: “We went live with
TEMENOS GLOBUS™ at February month-
end as planned. The upload went very smoothly
with only a few issues to sort out and the end of
the month ran with only one error encountered,
which was resolved by the help-desk. It doesn’t
get any better than that!”

Prior to the implementation of TEMENOS
GLOBUS™, the bank was using an AS/400-
based system called Databank from Milvus.
This had been heavily customised for
MeesPierson. ‘The main reason for evaluating
systems again was to improve the automation
of the back office, says Mr Thoume. ‘Many
things which should have been automated were
having to be done manually — as in the area of
client settlement instructions for example. It
was also very difficult to get data out of the
system and Swift-related functionality was poor.
As a result of the inadequacies of the system,
many staff had to be deployed to manually ‘fill
the gaps’

So the bank spent a year in building a business
case to justify the expenditure on a new system
and in evaluating the software packages, which
would meet their requirements. Of the three
systems short-listed, TEMENOS GLOBUS™
was the preferred choice of the bank, even
though one of the other two, Midas, was used
widely in the parent Group, Fortis.
The implementation of TEMENOS GLOBUS™

delivered on the expectations of both sides —
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on-time and to-budget. So what made this
project such a success? As project sponsor, Mr
Thoume’s experience of previous system
implementations must have been a key factor.
He cites the following reasons. ‘“The difficult
part of implementing any new system is the
analysis phase when you are trying to identify
exactly what the bank needs. The TEMENOS

consultant who helped us with this

if necessary, to get the best out of the systems
being installed. Particularly regarding
TEMENOS GLOBUS™, his advice would be to
be prepared to give the best people’s time to
really understand the system, since it is they
who know the bank’s business best.
In the case of MeesPierson Reads, this
philosophy certainly paid dividends in an

extremely smooth ‘go-live’. Indeed on the

“We went live with TEMENOS GLOBUS™ at February month-end as planned. The upload went
very smoothly with only a few issues to sort out and the end of the month ran with only one error

encountered, which was resolved by the help-desk. It doesn’t get any better than that

1

was spot-on. The people involved in the project
were excellent, the work on the budget was
good and the planning was good too.
One very important factor was the attitude of
the bank, which was realistic and pragmatic
about what could be achieved and when. Mr
Thoume was aware that TEMENOS GLOBUS™
was not an off-the-shelf system and that to get
the most from its flexible design, the bank
would need to be heavily involved in its
implementation. Brian Clancy, client services
manager for TEMENOS, confirms this:
‘We learnt that a positive, realistic client will
almost guarantee a successful implementation.
An experienced client understands
implementations and prefers to be pragmatic.
We must encourage all clients to get heavily involved
in the implementation and to take ownership
for its delivery. A highly motivated, incentivised
bank team can move mountains internally.
Asked what advice he would give to fellow banks
embarking on systems implementations of this
scale, Mr Thoume emphasises the need to
correctly set internal expectations, of both
management and colleagues, on the size of the
project, the level of commitment required and

the need to totally review internal workflows,
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second day of live running, all but a few users
went home at the normal time!

In terms of future plans for the system, the
merger and restructuring of the new company,
which left the bank separate from the trust,
investment and tax services, has had
implications for the system. A further 70 user
licences have been purchased, bringing the total
to 150. Additional modules are also being
implemented to handle the new business areas
— Asset Management and Futures and Options.
The principal benefit of the implementation
of TEMENOS GLOBUS™ has been a
considerable saving in the number of people
required to manually carry out back office tasks,
since these have now been automated. The bank
has also seen a complete restructuring of
workflows, with the physical movement of
people and departments, resulting in a more
efficient operation.

As part of the ROI analysis performed prior to
the purchase of the system, Mr Thoume
calculated that TEMENOS GLOBUS™ would
pay for its own depreciation in the savings it
made for the bank. Experience to date shows
that it is doing just that!
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Case Study: The Bank of Latvia

The Bank of Latvia consolidates
all financial operations on
TEMENOS GLOBUS™

C entral banks from the current list of ten qualifying accession countries are poised to join the European Union within the next twelve months.

Clearly, these institutions have become the focus of considerable attention for the European Central Bank. Pioneering this transition

process stands the Bank of Latvia. The bank has successfully implemented a major new core banking system, which went live in December last

year. The bank expects the new system to have the flexibility to support the future changes essential for its eventual compliance with the accounting
and financial reporting requirements for the members of the European System of Central Banks (ESCB). TEMENOS GLOBUS™ is the banking

system selected by the Bank of Latvia to replace its existing systems and to address the impending ESCB-related changes as well as to implement

the other best financial management and reporting practices adopted by the central banking community around the world. We asked the bank

about its strategy and approach to addressing these future demands. We also explored the difference that TEMENOS GLOBUS™ has made to

the support and operation of its existing business.

The Bank of Latvia was re-established in 1991.
It was effectively starting from scratch: a new
role, in a newly independent state, but over the
last ten years, it has proved itself to be a highly
successful and credible entity.

Originally founded in 1922, the Bank of Latvia
was directly caught up in some of the most
profound changes of the 20th century. Annexed
by the USSR, the bank was nationalised and then
legally liquidated in 1940. With the German
occupation in June 1941, the bank resumed its
activity, but not the right to issue currency. At
the end of the war, Latvia was again incorporated
into the Soviet financial system and this situation
lasted until 1991 when Latvia regained its
independence and the Bank of Latvia was re-
established with the right once more to issue the
national currency. While the decade which
ensued has been much less turbulent than the
previous 60 years for the newly reinstated bank,
it has nevertheless been a decade of change. The
bank needed to work out its role, needed to
manage the transition from rouble to the new
currency (lats) and needed to put in place an
infrastructure to allow it to perform its functions.
The situation is summed up by Mara Raubisko,
chairperson of the executive board, who joined
the bank as head of the Information Systems

Department the year following its reinstatement
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as central bank: ‘We were starting from scratch
—both business and IT. Now the bank employs
some 700 people across its five branches,
including the main branch (an impressive glass
and steel edifice housing one of the most secure
bank vaults in Eastern Europe) and the head
office in Riga (a turn of the century architectural
masterpiece).

Role and Objectives

The Bank of Latvia’s role is defined by Latvian
law. Its principal objective is to maintain price
stability in Latvia by implementing appropriate
monetary policy. It issues national currency,
manages foreign currency and gold reserve assets,
acts as the Government’s financial agent and
issues licences to businesses wishing to buy and
sell foreign currencies. The bank also promotes
the smooth operation of the payment system in
the country and gathers, processes and publishes
financial statistics on Latvia’s banking system
and macroeconomic environment. The bank
used to have a supervisory role over the financial
sector, but this role was moved to an independent
body — the Financial and Capital Market
Commission — in July 2001. The bank has
successfully fulfilled its business objectives over
the last decade. Substantial macroeconomic
stability has been achieved — low inflation, stable
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The main Riga branch of the Bank of Latvia
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Case Study: The Bank of Latvia

“So, by buying in a package, we would be getting not just the software, but the knowledge of
the current market and future developments built in. This meant that we would need fewer
resources in the bank to maintain the system.”

Entrance detail from the elegant, turn of the
century head office

national currency, sound economic growth rates
(GDP increased by 7.9% in 2001 and by 6.1%
in 2002), low government debt and fiscal deficit,
and a healthy financial sector.

In short, the work done by the Bank of Latvia,
from a ‘standing start, has been exemplary.
Comments Mrs Raubisko: ‘Our experience
confirms that an independent central bank,
coupled with firm anti-inflationary policies, can
be highly effective. For example, inflation has
fallen from 951.2% in 1992 to 25.0% in 1995,
to 8.4% in 1997 and 1.9% in 2002. For the last
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four years running, inflation has been below
2.4% - one of the lowest in the Central Eastern
European countries and comparable with the
inflation level in the EU?

Longer term, Latvia’s goal is EU membership
and if the country’s recent economic and
financial achievements are anything to go by, it
must be on track to reach this goal relatively

painlessly.

Systems Strategy

So what of the systems required to support this
operation? There was effectively no IT initially
and in 1994 the bank decided to write a system
in-house, based on PCs. Two further systems
were added later to handle payments settlement:
in 1998, the Electronic Clearing System (ECS),
which was also developed by the bank; in 2000,
a real-time gross settlement system (RTGS),
which was developed by an external consultancy.
The systems served the bank well and the
payments settlement systems are still in use.
However, alongside the development of these,
the bank was also looking for a broad based
banking package to support all of its operations
in a single, centralised, integrated system. ‘Our
goal was to have one central database, for all
data, accessible by everyone and to improve our
workflow, confirms Mrs Raubisko.

There were a number of specific problem areas
as the result of the decentralised systems
environment. The first was the lack of availability
of timely data and the huge amount of manual
effort required to reconcile data and transfer
information between different systems.
The second was reporting. ‘This was causing us
alot of pain, says Janis Caune, head of the central
accounting division of the Accounting
Department. ‘All types of reports really — internal
management reports, reports provided both to

national and international institutions and
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organisations. There was a lot of manual work
involved and a considerable number of different
quality assurance procedures required for the
preparation and presentation of the financial
information’

After a comprehensive Tender process,
incorporating a two year preparatory phase
spent analysing the bank’s requirements and a
further investigative phase, where the major
international suppliers were identified (courtesy
of the IBS Market Report), some twelve products
were studied in detail and, of these, three were
short-listed. Ultimately the bank selected
TEMENOS GLOBUS™ in September 2000,
going live on the system at the end of 2002.
So why did the bank opt for a package rather
than continue to develop in-house, as it had
been doing with some success? ‘Financial
operations and financial instruments were
becoming much more complex, says Harijs
Ozols, head of the bank’s Information Systems
Department. ‘Even if we knew how to handle
them when we developed the system, in all
likelihood there would be further changes in the
way they were handled in the future. So, by
buying in a package, we would be getting not
just the software, but the knowledge of the
current market and future developments built
in. This meant that we would need fewer
resources in the bank to maintain the system.’
However, a package developed to meet the needs
of international commercial banks may not
prove to be such a good fit for a central banking
operation. In addition to the usual functionality,
the package would also need to enable the Bank
of Latvia to process and account for national
currency distribution (storage, emission,
distribution and destruction); process and
account for commemorative coins sales; integrate
with Latvia’s various dealing, monetary and

depository systems, as well as with the national
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Case Study: The Bank of Latvia

“We had a very good team from the bank and a very good team from TEMENOS.
This is why we were successful — people are the most important element.”

clearing and settlement systems; and feed data
into the Bank of Latvia public information and
statistics systems.

As Mr Ozols comments, ‘The biggest challenge
for TEMENOS was to adapt TEMENOS
GLOBUS™ to the specific requirements of a
central bank. These are rather different from
those of a commercial bank’

So how well did TEMENOS GLOBUS™ fit the
bill? Inevitably, despite the system’s breadth of
coverage, an acceptable amount of core
development work was required, principally to
reflect a central bank’s unique requirements. In
teller operations, for example, the Bank of Latvia’s
requirements were very different from those of
a commercial bank using the same module, with
a totally different ‘categorisation’ of money
(money in the vault, in transit, manufactured
and so on).

Some development was also done to reflect the
ways the bank’s users had been used to working.
But in most areas, the fit was quite good.
TEMENOS GLOBUS™ is such a flexible product
that most requirements can be met by

parameters.

The Implementation

Functionality in a system is obviously important,
but the way the system is implemented is possibly
even more crucial. The implementation project
at the Bank of Latvia was a complex one, but both
sides agree that it was highly successful. And it
was achieved on-time and a little under budget.
So what were the reasons for this? What did the
Bank of Latvia do that some other banks don’t?
Mrs Raubisko feels that the people involved in
the project were key. ‘We had a very good team
from the bank and a very good team from
TEMENOS. This is why we were successful —
people are the most important element.” This

message is strongly endorsed by Andrew Ruffell,
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regional general manager
for TEMENOS in CIS and
Baltic States, whose project
team co-ordinated the
implementation from
TEMENOS’ side.

The bank allocated six

people from IT and five
from the key functional
departments. These
were all experienced
people who knew the
business well — indeed the
IT number included some
of those who had
developed the previous
systems and so knew the
local requirements
extremely well. The bank
nominated a highly
experienced project
manager for the
implementation in Lolita
Rucevska; Mara Raubisko
was project sponsor. For its
part, TEMENOS

appointed senior, local

consultants for the
duration of the project.
So a strong team was in place. The way the
project was organised, managed and controlled
was also a very important factor in the success.
There are two aspects to this: a thorough
approach to the implementation methodology,
provided by TEMENOS and the soundness of
the bank’s own project organisational
structures. Mrs Rucevska’s team took the time
to thoroughly understand the system and
provide experienced people for each phase of
the implementation. The business review phase

was a fundamental step in this process.
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Interior of the head office

Over a three month period, the team carried out
a detailed business and requirements review and
compared the results against the standard
TEMENOS GLOBUS™ functionality. The
outcome identified where additional
development may be necessary

to fill any gaps and also enabled the team to set
a realistic project plan and time-scales.
There were very good controls in place too. A
detailed project ‘map’ was developed, based on
well-defined project documents and procedures

and with a clear definition of tasks, weekly
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meetings and progress reviews. This was
approved by the steering committee, which met
monthly to track progress and to resolve any
issues, which needed to be escalated.
The direct involvement of the bank’s senior
management in the project had a very positive
effect on the morale of those involved. ‘We felt
valued, says Mrs Rucevska. ‘We felt that we were
involved in something that was very important
to the bank.

The Bank of Latvia took a pragmatic approach
to the implementation. TEMENOS GLOBUS™
is a large system and the project was a complex
one. Recognising this, the time-scales set were
realistic and the bank provided adequate
financing for the project.

The Bank of Latvia took a ‘big bang’ approach
to the project, going live on all modules at the
same time. The system was installed on a
Windows NT platform over networked Compaq
servers. A high level of security was incorporated,
with mirrored systems and a standby facility
off-site in the new main branch building. There
are approximately 105 users and the five bank
branches also link into the system for strictly
defined purposes.

Benefits

So is the Bank of Latvia pleased with the results
of the implementation of TEMENOS
GLOBUS™? Are they now reaping the benefits?
Primarily, the bank has achieved its goal: to
consolidate all financial operations on one
integrated platform and so substantially reduce
the number of systems in use. Many of the
operations, which were previously done
manually have now been automated, allowing
people to be re-deployed to more interesting
tasks. This has meant big improvements in the
previously ‘painful’ area of management
information and reporting.

Janis Caune dedicated a considerable amount
of time in the course of the implementation to
setting up the TEMENOS GLOBUS™
Management Information Systems (MIS)
module. ‘We still produce the same kinds of
reports, says Mr Caune, ‘but the way they are
prepared has improved dramatically, removing
the need for manual intervention. We also have
much more information about each of our
financial transactions, allowing us to prepare
different analyses and balances on an ad-hoc
basis. The payments area, particularly in terms
of tracking invoices, has been one of the
beneficiaries of the new system as has the process
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The original banking hall, maintained within the head office

of reconciliation, both with internal systems and
external information providers. All of the bank’s
management accounting is now done through
MIS, particularly budgeting of expenses and
capital expenditure. The module allows the
regrouping and recalculation of financial data
as needed for analysis, the maintenance of
different data structures from the financial
accounts and the provision of detailed
information to departmental budget-holders.
A much higher level of management
information is available through the system,
helping the bank to analyse the business and
make decisions. TEMENOS GLOBUS™ also
provides very good communication links - to
the payment and settlement systems (RTGS and
ECS), for example, as well as to Swift and
information providers like Reuters and
Bloomberg. Some of the bank’s clients also take
data from the system.

And have the users noticed the benefits? ‘When
they were using a number of different systems,
the users had to contact different people in IT
for support, says Mrs Rucevska. Now they have
one team and one hot line. Initially of course,
when moving to a new system, it took a little
while for the users to get used to the new facilities
and different screens. Now, they are beginning
to see the benefits. One such group
recently introduced to the benefits of MIS are
the department heads, each with their own
budgets and each with direct access into
TEMENOS GLOBUS™ for detailed breakdown
of budget information.

Next Steps
So what of plans for the future? The bank is
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planning to upgrade to the latest version later
this year, to keep in step, and over the next two
years has a couple of challenging projects in the
pipeline. The first is to harmonise its accounting
systems with the requirements of the ESCB. The
second is related to the proposed introduction
of International Bank Account Numbers (IBAN)
in 2005. There will also be some smaller
reporting requirements related to the handling
of specific financial instruments, such as financial
derivatives.

Will the expenditure on TEMENOS GLOBUS™
be recouped in the future? ‘We must balance the
costs required with the needs and requirements
of our customers, taking into account the legal
duties of the bank, comments Mrs Rucevska.
‘We have set ourselves very high standards in
Europe and our strategy is to run a smooth
operation, based on a modern system and to
maintain an image which promotes confidence
in the bank without incurring excessive costs.
The way the bank conducts itself is very
important — we can’t be seen to be doing
anything wrong.

Certainly in the way the Bank of Latvia has
achieved its business and IT goals over the last
decade, it would seem to be doing everything
right!

LATVIJAS BANKA

For more information, please contact:
Andrew Ruffell

Russia & CIS Regional Manager, TEMENOS
e-mail: aruffell@temenos.com

Tel: +7 095 411 5050
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Raiffeisen Bank Polska SA now fully operational on
TEMENOS GLOBUS™ for corporate and retail business

he first weekend of March 2003 saw the
T ‘go live’ of the final phase of the
TEMENOS GLOBUS™ implementation at
Raiffeisen Bank in Poland. The system had
already been supporting the bank’s retail
operation and branch network for 18 months
when all of the corporate and treasury business
was transferred to the system at the beginning
of March. This ended a complex period for
the bank of running two systems in parallel
to support the different sides of the business.
The Warsaw head office and some 50 branches
across Poland, representing some 1,000
concurrent users on both sides of the business,
now rely on TEMENOS GLOBUS™.
Raiffeisen Bank was set up in Poland in 1991.
A subsidiary of Raiffeisen Zentral Bank (RZB)
Vienna, it was the first international bank to
have a presence in Warsaw. Initially focusing
on treasury and corporate business, the bank
originally used a system called Basys to support
its operations in Poland. However, this system
lacked the functionality to handle all of the
legal and local requirements and did not meet
the bank’s strategic objectives, particularly in
retail banking, a market which Raiffeisen Bank

planned to enter. A new system would be

required.

TEMENOS GLOBUS™ had already been
selected by RZB in Vienna, with the aim of
building an RZB ‘model’, which could be
deployed across the banking group, across all
locations. The aim was to have a ‘standard’
system to which specific local requirements
and business practices would be added.
Raiffeisen Bank Polska was the first in the
Group to implement the RZB model. When
the bank expanded into retail banking it
launched its operation from scratch on
TEMENOS GLOBUS™, with a view to
transferring the corporate business on to that

system in due course.

In terms of adding ‘local’ functionality to the
‘model’, this meant, for example, adding new
interfaces to handle the volume of transactions
to local clearing centres and feeding data from
TEMENOS GLOBUS™ into a National Bank
of Poland reporting system. Some changes
were also made to the MIS module to handle
RZB’s accounting requirements. About 15-
20% additional functionality was added to
meet local requirements, although some of
this was probably needed as a result of the
way the bank decided to implement the
system.

Replacing core systems is a risky, nervous time
for banks. Adds Mr Kaczmarek,

“TEMENOS GLOBUS™ was very much perceived as an enabler.”

‘TEMENOS GLOBUS™ was very much
perceived as an enabler, says Mariusz
Kaczmarek, IT director for Raiffeisen Bank
Polska. ‘Our bank is ranked eleventh or twelfth
in Poland in terms of income, but we need to
improve our return on assets by increasing
efficiency and productivity. We felt that this
system would help us to do this’

TEMENOS GLOBUS™ goes live at ‘The

amily-owned Banque Edouard Constant

(BEC) styles itself as Switzerland’s ‘Other
Private Bank’ By this it means that unlike many
of its counterparts, it is focusing its private
banking business predominantly on Swiss
customers, rather than maintaining a far-flung
international network of offices. Reducing the
scope of business coverage, however, did not
mean reducing the scope and quality of services
offered and the bank has recently gone live on
TEMENOS GLOBUS™, which it sees as
providing a modern, flexible platform for future
business and an enabler for offering additional
services to its clients.
Prior to TEMENOS GLOBUS™, BEC was using

a mainframe-based system, which it had
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developed in-house. Like many organisations
which have taken this route, it shared concerns
about onward maintenance and development
of the system if, or more likely when, those who
had developed it left the bank, taking with them
the related knowledge and skills. It was also
looking for a more flexible platform. The bank
was sceptical of the ability of the old systems
to be adapted to new products and markets.
BEC also wanted to improve processing flows
through the bank, particularly for its clients.
Finally, it wanted as much functionality as
possible to be consolidated in a single system.
So a major systems evaluation began, led by
EDS. Of all the companies surveyed, four or

five were short-listed and the decision was made
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‘Implementations to replace legacy systems
are never as efficient as we would like. After
all, banks are not implementers or integrators!
However, having selected TEMENOS
GLOBUS™ as our core system and enabler
for the bank’s future strategy, we now feel we

are in a stabilisation phase!’

Other Private Bank’

in favour of TEMENOS GLOBUS™. EDS was
very positive about the system and BEC was
impressed by its flexibility and ability to be
tailored to the bank’s requirements. Also, there
was a large, installed user base, so BEC would
not find itself a pioneer for a new product. The
fact that there were other users in Switzerland
helped too, although they were not in exactly
the same kind of business as BEC.

The implementation was led initially by EDS,
to whom BEC had outsourced its I'T operations,
although the bank will be setting up its own
IT facility again later this year. The new system
was implemented on Compagq servers. BEC
wanted to implement and go live on all the
Continued on page 14...
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In the Hot Seat!

In this first of a series of articles from senior managers within TEMENOS,
David Arnott, chief financial officer, looks back on 2002 with mixed feelings

and forward to the rest of 2003 with great enthusiasm!

aving spent most of the last twelve

months writing annual reports and
investor communication in a somewhat
inhibited investor code, it is a pleasure to be
able to write about TEMENOS to an audience
with wider interests!
2002 was a very challenging year for most
software companies, TEMENOS included. With
hindsight, we would have done certain things
differently, but we firmly believe that we have
now weathered the worst of the storm, and
have emerged stronger, certainly a little wiser
and very positive about the future.
To step back a little, we believe that we have a
very clear vision of what it takes to become a
truly global software player. We believe that
banks need a software product that keeps pace
with the market in which they are operating.
In other words they want to be sure of a high
level of product investment.They want local
support and they need integrity and openness
from the first sales presentation to post-contract
purchases, when they are a ‘captive’ market and
dependent on the vendor. If a company adheres
to these principles, regardless of the competitive,

investor or commercial pressures around it, there
is a very good chance that banks will want to work
with it and be part of a satisfied group of users.
In TEMENOS’ case, these fundamental
principles held good for many years. From 1993
to 2001 TEMENOS saw an annual growth rate
of 82%. In June 2001 we took the company
public on the main segment of the Swiss Stock
Exchange. We came out of the blocks on IPO

to increasing our cost base, market conditions
deteriorated very quickly in the aftermath of
the atrocities of September 11th. Whilst we did
not lose deals to competitors, for nine months
most institutions simply froze all spending.
Our new business wins in the first half of 2002
were significantly below our budget, and the
level needed to cover our recently expanded
cost base.

“We are pleased that we did not compromise on our core values
to win business during the difficult nine months starting
September 2001.”

so full of enthusiasm about our future! Market
conditions appeared to be very good, we had a
very healthy sales pipeline and we very quickly
invested the proceeds of our IPO in acquisitions
to enhance the functionality of our products
(TEMENOS GLOBUS™ CoreBanking for
example) and in establishing new offices in key
markets, such as Russia, Asia, and the US.

However, almost as soon as we had committed

TEMENOS GLOBUS™ goes live at “The Other Private Bank’ continued...

business modules at the same time, to enable
it to ‘switch off” and dispose of its mainframe.
In the course of the implementation, BEC
carried out some development work to reflect
its specific requirements. One of these was
support for ‘routed’ clients, that is companies
who operate through the BEC seat in the Stock
Exchange to deal in Swiss stock. These
companies were given links into TEMENOS
GLOBUS™.

Claude Bilat, head of IT and project director
for the implementation of TEMENOS
GLOBUS™, is positive about the benefits of
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the new system. ‘It is already quite popular with
our clients. We have done a lot of work on client
documentation and the client statement, for
example, is a really nice looking document. In
the future, facilities may also be developed to
allow clients to access the system to view their
portfolios.

BEC also works with a large number of
independent asset managers, who have accounts
with the bank. Some 50 of these have access
into the system so that they can see consolidated
reporting of their business.

Users within the bank are also delighted with
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Thus, last summer we embarked upon a
restructuring programme for our business to
reflect lower levels of growth. We transferred
the remainder of our development capacity to
lower cost locations and we terminated non-
profitable and non-core businesses. With
hindsight, we reacted too late, but hindsight is
a wonderful thing! After eight years of

unprecedented growth, we were reluctant to

the ease of extracting information from the
system, being able to define and extract their
own lists now, whereas they were previously
dependent on IT to produce them.
TEMENOS GLOBUS™ is used by BEC’s 250
employees and across its representative offices

in Switzerland and Monaco.
. )
D
BANQUE EDOUARD CONSTANT
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release loyal staff with good TEMENOS
GLOBUS™ skills at the first smell of a
downturn, especially with a healthy sales
pipeline and in the light of advice from our
advisers about a second half (of 2002) recovery.
This delay in reacting cost us dearly and indeed
we suffered a significant operating loss in 2002.
It takes great courage to manage a significant
restructuring exercise such as we saw in 2002,
and I know how much it hurt George Koukis
and Kim Goodall personally. It was completely
alien to the TEMENOS culture. But, without
this exercise, TEMENOS would not have in
place the foundations for strong growth going
forward. So, it is with very mixed feelings that
we look back on 2002.

Ironically, since our restructuring exercise the
second half of 2002 saw many financial
institutions focusing once more on operating
rather than strategic issues. As a result we have
once again seen a high level of new business.
The second half of last year was so strong in
fact that it reversed the weak first half, and
overall the year finished 26% ahead of 2001,
previously our strongest year ever. As we book
licence revenues conservatively under US GAAP
(as a ‘percentage of completion’ of the
implementation rather than when we sign a

contract), these high signings at the end of the

David Arnott, chief financial officer, TEMENOS Group AG

pipeline of new deals is now at a historic high.
New business signings in Q1 were marginally
ahead of our own forecasts, and this has
continued into Q2. With the spectre of SARS
in the background, we remain cautiously
optimistic, but overall, if you were to visit
TEMENOS, you would hear an audible sigh of

relief that 2002 is over, and much excitement

“I look forward to the balance of 2003 and beyond with great enthusiasm!”

year did not contribute significantly to 2002
revenues, but leave us very well positioned for
2003, which has started well!

The new, lower cost base has come through in
Ql, all ongoing implementations are
progressing well and we are pleased that we did
not compromise on our core values to win
business during the difficult nine months

starting September 2001. Our sales
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about the future! Much has been going on
behind the scenes in the past two years - the
development of TEMENOS T24 and the
removal of operating, organisational and
technical barriers to scaling growth going
forward, which leave us well positioned for the
future.

We are a completely different company from

the one I joined two years ago. A lot wiser, more
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mature and extremely well positioned to benefit
from improving market conditions and the
fruits of all of our internal initiatives taken over
that time.

I look forward to the balance of 2003 and

beyond with great enthusiasm!

In the September issue of TEMENOS NEWS,
George Koukis, TEMENOS' chairman and
CEO will be 'In the Hot Seat', answering

questions from a user.
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IBM Global Services

very banking business is unique, yet whether you serve private clients or multinational corporations, every banking operation shares the same

fundamental requirements;

+  For an infrastructure that delivers high performance at low transaction cost

*  For rapid, accurate and meaningful business information

*  For low operational costs

+  For the ability to achieve maximum straight-through processing (STP).

In short, for flexible, customer-focused solutions that fit your business requirements TEMENOS’ banking solutions have been designed to meet and surpass

these criteria. However, the software is only part of the story. To ensure that each financial institution selecting a TEMENOS solution gains maximum

benefit from its implementation, TEMENOS works with a number of strategic partners with complementary skills and a similar focus on quality. One

such partner is IBM Global Services.

So what benefits does this strategic alliance bring to TEMENOS customers? To find out, we asked representatives from IBM Global Services:

Pablo E. Suarez, global solution executive for core systems transformation, Nigel Pinches, global client executive for the financial services sector and
Martin Richardson, IBM global technology manager for TEMENOS.

So, Pablo, I've just invested heavily in
TEMENOS GLOBUS™ to support
my banking network, why do I need to talk
to you?

IBM is a worldwide professional services
provider. We have extensive experience in the
finance industry and we fully understand the
impact that technology has on clients'
organisations, from regulatory implications to
issues of cultural sensitivity. Furthermore, we
have the tools, resources and methodologies,
along with recognised project management and
technical implementation skills, to deliver
TEMENOS implementations for organisations
of all types and sizes, on-time and on-budget.
In addition to our industry know-how and
technical skills, our clients can also benefit from
IBM’s infrastructure and financing.
IBM has huge experience of core system
implementations around the world with
TEMENOS. Let me give you some examples.
We have successfully implemented the RSI

project in Spain, involving more than 50 rural
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savings banks. A further example would be
Bank of Greece and more recently we have just
together won the contract for a very large
implementation in IBK in Korea, where we are
well into the project and running a very

successful implementation.

And at what stage would I benefit most from
involving IBM business consultants?
We offer specialised consultants with a high
level of expertise for every stage of the
partnership, from installation and
implementation through to help-desk and
ongoing project management. The IBM and
TEMENOS Strategic Alliance promise is to
ensure that you gain the maximum benefit from
your investment by matching perfectly your
business operations with the optimal
TEMENOS banking solution. And the strength
of IBM technology, across multiple platforms,
diverse businesses and geographies, delivers the
ultimate in security and reliability for all
TEMENOS customers, worldwide. This assures
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an on-time and on-budget implementation of

the highest quality for our customers.

Nigel, what is the typical bank profile you'd
be working with?

IBM experts have worked on some of the largest
and most successful TEMENOS engagements
- CSFP in Europe and IBK in Korea for example.
IBM Business Consulting Services can deliver
comprehensive solutions tailored to the
requirements of the business, which in turn
helps meet return on investment (ROI)

expectations.

And what does TEMENOS gain from this
unique relationship with IBM Business
Consulting Services?

We deliver high performance, integrated
business solutions for the banking industry,
ranging from single line of business applications
to complete systems. The IBM and TEMENOS
Strategic Alliance offers a breadth of industry

experience and know-how that ensures that the
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product software, associated implementation
services and comprehensive training
programmes add value to our customers'
organisations through knowledge transfer. This
translates to a more rapid move to the most
flexible, cost-effective banking systems on the
market today. What's in it for TEMENOS? A
happy customer base, getting the best return
possible for the investment they have made in

their systems!

External consultants often have the
reputation of borrowing your watch to tell
you the time! Can the Strategic Alliance
Partnership really bring quantifiable benefits
to your clients?

We believe that IBM and TEMENOS offer
exceptional strength in depth and will help our
clients to exploit the power and flexibility of
the TEMENOS GLOBUS™ solutions,
streamline processes and meet industry
initiatives like STP. Our consultancy is firmly
focused on expediting the ROI and
implementation in a cost-effective manner
which should meet business deadlines.
In summary, we see the IBM and TEMENOS
Strategic Alliance as a statement of commitment

to reliability and continuity.
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And Martin, besides consultancy and
services, does the TEMENOS alliance with
IBM offer other benefits to your customers?
Absolutely. In the three years of the alliance
TEMENOS has made major investments in the
technology of the TEMENOS GLOBUS™
banking product. They have transformed it into
one of the pre-eminent systems capable of
supporting banks and financial institutions as
they move into the on-demand era. With IBM's
help, these investments have enabled
TEMENOS GLOBUS™ to successfully exploit
our industry leading software, DB2 and
Websphere Application Server, in order to offer
the absolute highest levels of availability,
scalability and performance, all delivered via a
modern web browser client. Add TEMENOS
GLOBUS™ support for the complete range of
IBM's eServers and you can see that the alliance
offers TEMENOS’ customers the widest possible
choice in building computing infrastructures
for every conceivable business need and
preference, from the smallest private bank or
department to the largest global banking
corporation.

Finally, all of these technology advances are
backed by stringent performance testing and

benchmarking activities carried out by joint
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teams of TEMENOS and IBM technicians. Thus
we are able to assure customers that
their TEMENOS GLOBUS™ solution will meet
the current and future needs of their
organisations and thereby significantly reduce
the risks inherent in any decision to implement

new banking systems.

For more information about the services offered
under the IBM and TEMENOS Strategic

Alliance, please contact:

Nigel Pinches

Global Client Executive, Financial Services
Sector, EMEA

Tel: +44 (0) 113 390 1671

e-mail: nigel_pinches@uk.ibm.com

Kathleen Sullivan

Corebanking Transformation Solutions,
EMEA

Tel: +44 (0) 207 202 3246

e-mail: kathy_sullivan@uk.ibm.com

Martin Richardson

IBM Global Technology Manager
for TEMENOS

Tel: + 44 (0) 208 818 5056

e-mail: martin_richardson@uk.ibm.com

Pablo Suarez

Global Solution Executive, Core Systems
Transformation, Banking Industry, FSS
Tel: +1 416 657 4193

e-mail: psuarez@ca.ibm.com
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TEMENOS Americas South Region
is confident of growth

TEMENOS Americas South team

Pictured in front of the office, from left:

Russell Taylor, Glan Morgan, Ron Tapia, Enrique O'Reilly,
Liz Borras, Ralph Saunders, Amer EiImourad, Tony Osakwe,
Ryan Rafferty

003 has seen the launch of the TEMENOS
2Americas South Region, based in Miami,
Florida. Miami is the hub for Latin America.
Enrique O’Reilly, regional manager, says ‘our
forecast is incredibly positive. Although a few

isolated problems remain in countries like
Argentina or Venezuela, the banking sector in
Florida and Latin America presents many
opportunities for us. Our pipeline is strong in
Mexico, Chile and Brazil and we have an
energetic and hardworking team that is
determined to be successful. Building on its
success in other parts of the world, we are
confident that TEMENOS eMerge™ will be an
important catalyst in our growth in this region
—and the interest in the product is increasing!
TEMENOS’ success in the Spanish region will
help to further our penetration in Latin
America. We are confident 2003 will be an
excellent year for our region and
TEMENOS...watch this space!”

Community Banking Outlook

Glan Morgan, business development manager,
is confident that TEMENOS can meet the
requirements of Florida’s community banks:
“The traditional marketplace for TEMENOS
GLOBUS™ has been among international,
wholesale and private banks and indeed we
have a strong and growing installed base here

Roll-out of new ECB and BAFI
reports now complete

he roll-out of the new European Central
T Bank (ECB) and Banque de France
(BAFI) reports to the existing users of
TEMENOS Financial Reporting has now been
completed.
In January 2002, TEMENOS acquired Quetzal
Informatique SA, a French company specialising
in regulatory reporting and internal financial
reporting for financial institutions. With this
acquisition, TEMENOS was able to add a new,
complementary module to TEMENOS
GLOBUS™, namely TEMENOS Financial
Reporting. This module is now fully integrated
and offers a complete solution for the
production of financial and regulatory reports.
In addition to being sold as a module,
TEMENOS Financial Reporting is also available
as a standalone solution, offering:
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Rapid, cost-effective and ‘future proof”
integration through intelligent integration

and data transformation management

Cost savings in the production of
regulatory reports as a result of automated

report management

Compliance with regulatory reporting
requirements through expert updates of

reports

Support for future regulatory reporting
needs such as IAS39 and Basle I

Efficient business measurement and

control reports with the user friendly report

generator

Data transparency provided by an
advanced audit trail functionality

Accurate and fast retrieval of historic
reports through the archiving
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in Florida. Working with these banks over the
last three years has seen TEMENOS incorporate
and enhance US domestic requirements and
functionality across the different business areas,
says Mr Morgan. ‘Building on this with a
combination of TEMENOS GLOBUS™ and
the TEMENOS eMerge™ packaging concept,
we will be offering a new generation of software
and support for the small to medium sized
financial institutions across the region. Florida
is an ideal base for our operation because of
the strong emphasis here on retail and
community banking. We will provide our
software in-house or as a managed service,
which is a popular choice for many community
banks. Our competitors are big, and
competitively priced — but we are confident in
our ability to succeed.

For more information, please contact:
Enrique Ramos O’Reilly,

Regional Manager Latin America

Tel: +1 305 913 6963

e-mail: eoreilly@temenos.com

management functionality

Adherence to clients’ technical standards
as a result of the platform and database
independent, open architecture of
TEMENOS Financial Reporting and
TEMENOS GLOBUS ™

User friendly interface through J2EE

browser
In addition to upgrading installed systems with
the new reports, TEMENOS has also gained
more than 15 new clients for this solution in

France and elsewhere.

For more information about TEMENOS
Financial Reporting, please contact:

For Product enquiries:

Soren Mortensen

Tel: +44 (0) 208 751 9500

e-mail: smortensen@temenos.com

For Sales enquiries:

Frangois Bercier

Tel: +33 144 77 43 43

e-mail: fbercier@temenos.com
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Case Study

Schroders

TEMENOS GLOBUS ™:

A modern platform for the Schroders
Private Banking Group

chroders Zurich went live successfully on
S TEMENOS GLOBUS™ at the beginning
of April. The Zurich office was the first in the
Group to go live on the system — London
followed some days later — and there are plans
to extend its use to Guernsey and other offices.
‘It was a very successful, fast and efficient
implementation,’ says Heinz Scheiwiller, deputy
CEO of Schroders in Switzerland. So what is
the secret of this success?

environment in Switzerland was quite different
from London, in terms of the clearing houses,
Stock Exchange requirements and information
providers, Schroders Zurich naturally took the
‘Swiss platform’, which met local requirements,
for example providing direct access to SWX
and VIRT-X.

TEMENOS GLOBUS™ is a large, complex
system but Schroders carried out a very

successful implementation in only 14 months

“It was a very successful, fast and efficient implementation”

By 2004, the Schroders Group will have been
in the banking business for 200 years. The Group
deals mainly in institutional investment
management, but is also involved in private
banking through its Private Banking Group,
which has main companies in London, Zurich
and Guernsey and many other offices
worldwide. Schroders Zurich has been operating
in Switzerland for more than 40 years.
Schroders Zurich was previously using a Swiss
system called Phoenix. Unlike the mythical bird,
however, this system did not rise from the ashes
but was discontinued by its supplier, so the
bank needed to find a replacement, which would
provide a more up to date platform for the
future. A year-long systems evaluation took
place to identify a system which would not just
be appropriate to the Swiss operation, but which
could be used as a core platform across the
Private Banking Group, albeit with local
tailoring. As well as benefiting from a synergistic
platform, there would be economies of scale
since the costs of the new system could be shared
across several offices.

TEMENOS GLOBUS™ was the system of choice
and was implemented simultaneously in

London and Zurich. Since the financial
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and the bank was very pleased with the way the
implementation proceeded. ‘Good work was
done on both sides, says Mr Scheiwiller. ‘The
teams worked well together and we were able
to transfer a huge amount of know-how about
the system in-house within a short period’

business activities and to dramatically reduce
the number of additional systems round the
core. In fact the system now covers some 90%
of business activities from general ledger to
asset management, MIS, settlement and
securities.

Phase 2, as well as implementing the priority 2
items, will also bring in further enhancements
on the front-end, detailed performance
components as well as rather institutional-
oriented requirements and more sophisticated
MIS functionality.

Mr Scheiwiller is clear about the benefits which
the implementation of TEMENOS GLOBUS™
has brought. ‘We have a modern system, which
will support us over the next 10 to 15 years and
one which has an established international client
base. We have a strong platform and basis for
any developments needed to allow us to adapt
to changes in the private banking market. Extra

“We have a modern system, which will support us over the
next 10 to 15 years and one which has an established
international client base.”

So how was the system implemented so quickly?
‘We focused on the important issues first, adds
Mr Scheiwiller. ‘We left the less important areas
to the next phase. In that way, we had a very
focused and fast implementation process.
Where additional development was needed, the
bank concentrated on specifying requirements
and testing the new software, leaving the actual
development work to TEMENOS consultants.
‘Our strength is in knowing the business, what
private banking is about, what the market
requirements are, confirms Mr Scheiwiller. ‘We
do not want to become a development house.
The bank’s aim was to have TEMENOS
GLOBUS™ covering the major part of its
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functionality and additional management
information is now available to us. Above all,
we have improved our facilities for our clients
— our client documents are modern and up to
date and we can deliver additional services and
information. This shows the clients that despite
our long tradition and experience, we do invest
in the most modern tools to help us to best

serve them. ®
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And finally...

EVENTS DIARY

Oracle AppsWorld 2003
23-26 June 2003
London

IBM Global Financial Services
Forum

8-10 September 2003

San Francisco

Screen Events
18 September 2003
Amsterdam

TEMENOS Client Forum
30 September - 1 October 2003
Berlin

TEMENOS Client Forum™ - TCF'® 2003

Brandenburg Gate, Berlin

TEMENOS will hold its annual
Client Forum in Berlin on
Tuesday September 30th and
Wednesday October 1st, 2003.
TEMENOS Client Forum is a
unique opportunity for
TEMENOS to meet with its
clients and to give them an
update on the company's recent
activities, product development
and new product offerings.

TEMENOS Client Forum
attracts attendees from all over

the world, including
TEMENOS’ clients, business
partners, prospective clients and

financial investors. This year we

SIBOS
20-24 October 2003
Singapore

will also extend an invitation to key industry and financial analysts as well as journalists to celebrate
the launch of TEMENOS T24, our flagship new system, which will revolutionise the industry and
confirm TEMENOS’ leadership in the market.

Commenting on past events, TEMENOS chairman and CEO, George Koukis says, ‘Our Client Forum
meetings are exceptionally helpful to the TEMENOS management team, not only in maintaining

client relationships, but also ensuring that we remain responsive to our clients’ needs. We look

Finance Forum
4-5 November 2003
Zurich

G
TEMENOS"

To contribute your experiences and
to let us know what you would most
like to see included in the next issue
of TEMENOS NEWS, please email

newsletter@temenos.com

forward to meeting you there!

For all information regarding TEMENOS Client Forum 2003, please contact the

TEMENOS Client Forum team on: temenostcf@temenos.com.

And Finally...

Mark Gunning to head North American operation

We are pleased to announce the appointment
of Mark Gunning as regional manager for North
America. Mark will be based in the New York
Park Avenue office and will run the
development of our US and Canadian business.
Mark joined TEMENOS in 1994 from HSBC
Group where he was IT manager of HSBC
France. Over the past nine years at TEMENOS,
he has made a major contribution, most recently
as head of pre-sales.

Around 8% of TEMENOS’ revenues currently
come from North America and MarKk’s objective
will be to further consolidate our presence in
the region. Mark believes that there are huge

Visit our new web-site at www.temenos.com to
obtain further information on TEMENOS T24.

opportunities for development : ‘Many US
banking institutions are looking for a
replacement for older package systems or in-
house legacy developments, which do not enable
them to achieve the flexibility modern banking
requires today’.

Mark has already met with a number of our
clients and prospects in the region and is
working closely with key industry groups and
partners.

Mark can be contacted on telephone: + 1 646
472 8000. Further comments on the US market
can be found in Robert Hunt’s article on page
two of this issue.
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