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Have you ever been personally asked

what you want from your digital banking
experience and the type of journey you want
to take? It seems like a simple question that
would be commonplace as we continue

to embrace technology for our finances. It
would seem reasonable to assume that banks
have undertaken this unassuming exercise

as they invest heavily into digital banking
platforms and services. Yet few have and few
really know what their retail customers want -
at least that was our hypothesis.

Yes, banks have lots of data about customers
and many are striving to use it to be more
“customer centric”. In our view, however, that
should really be a euphemism for trying to
“sell more products”. While great strides have
been made in many areas, most banks in Asia
Pacific do not have a crystal-clear view of
what the digital banking experience should
be today and how they’ll evolve in future. Ask
your own executives and teams - do they all
have a clear view that aligns?

We decided to investigate and test our
hypothesis via a comprehensive research
project run in 2019. Tech Research Asia
(TRA) surveyed over 2000 consumers

in China, Hong Kong, The Philippines

and Australia. We also asked over 100
individuals in face to face video interviews in
Sydney, Manila, Shanghai and Hong Kong
what they thought about their current digital
banking experiences and what they want in
future. This report introduces the results of this
research and offers guidance to banks and
other organisations looking to improve their
digital experience.
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In every Asia Pacific market, the banking experience has changed
forever. We've gone from analogue and in-person experiences
of lining up at branch offices, to transferring and paying online
and with mobile devices. These experiences are different in every
market and far from uniform even within countries. But the real
question is are they the right experiences that add value not just to
the bank’s bottom line but also the customer’s life2 Our research
results help answer this question and give some guidance on the

next steps to take to ensure better digital banking experiences.

The research results below are splitinto three sections. Part 1
explains what Asia Pacific customers expect from their digital
experiences today. Part 2 outlines three influential trends that will
impact banking on the near horizon. While Part 3 infroduces what

they desire in future.
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What Needs to Be
Delivered Now?@

The survey results and qualitative video interviews uncovered the following points about the Asia Pacific digital banking experience today:

®m  37% have an account or service with three or more banks; 7% ~ ®  When asked to indicate their level of trust in their banks on

Less than 4 in 10 say that their banking digital experiences are ®  The chart below outlines the main areas that survey

of this have relationships with five or more. 40% have opened
an account on the infernet or on a mobile banking app in the

past 12 months.

Between 61% (in HK] and 81% (in Australia) said it was easy
enough or very easy fo communicate with their bank. The

top three channels for communication were via a mobile

a scale of Oto 5 (where O is no trust at all and 5 is highly
trustworthy) 10% of Australian respondents gave a rating of
2 or less. Hong Kong respondents also had approximately
5% that gave a rafing of 2 or less. 70% of all respondents
say their level of trust has remained the same over the past 12

months and almost 20% say it has improved.

as good or better than other digital services they use. Hong

Kong respondents were the least satisfied with their digital

banking experiences. Qualitative video interviews also reflect
the data findings. In Australia, inferview parficipants frequenly

complimented the banking mobile apps and, in the Philippines,

customers noted the improvement in fransferring funds.

However, in Shanghai and Hong Kong participants noted

participants said they would like their bank to improve.
leaving aside “lower fees”, which is to be expected, it is
clear that better security is top of mind. However, almost a
third of respondents also would like improved mobile apps
and online platforms — echoing the results from the chart
above. Furthermore, ATM locations are an issue particularly in

Australia and the Philippines. One in five also note they want

app, email and then phone calls. Notably, 16% of Australian
customers said they also wanted to communicate in a branch
office. This was true for only 6% of respondents in China. The
least favoured communication channel was a chat bot or

virtual assistant.

The digital experience with my bank is among the best of any product | use - do you agree?

"W N B

80%

B Yes, they have really mastered the art of doing
business digitally

B It's pretty good, but there are services | use that
are much smoother

They try, but they haven't
60% made it easy yet
The digital interface is awful,
they are so far behind!
40%
B | don't use digital anyway,
so | never noticed
20%

o
b-D)

The Philippines  Hong Kong China Australia
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they were frustrated with current services. real ime payments.

What service or thing about your bank would you like to see improve?

Lower fees

Security

The ATM locations

Their online banking platform

Their mobile app

| want realtime payments

The amount of unsolicited product offers they send me

Branch offers

Greater transparency about the date they have on me

Call centre

The type of product offers they send me

Integration with other software or apps | use

o
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What does all this tell us?

The survey results give us a brief but intriguing view of the current
state of affairs for Asia Pacific refail banking customers. We

know they generally have multiple accounts with more than two
banks, and have an appetite fo open more accounts. Meaning
they are open to changing providers or for taking on additional
products. We know they trust their banks — although there is a small
percentage in Australia, in particular, that is unhappy. Further to
this is that there are challenges with communication with 4 in 10
Hong Kong respondents saying they have trouble engaging their
bank. Aside from chat bots or virtual assistants, survey respondents
indicate they want both digital and in-person channels available.
While it may make sense from a cost per interaction view point

fo push cusfomers to digital channels (which can be cheaper)
customers want the option of in-person or on the phone. Providing
this human element may also help recover what many video
interview respondents felt was foo much of a focus on the sales

fransaction (that wasn't delivering them much value).

Although banks have come a long way with their digital offerings —
and video participants noted they generally like mobile apps and
fransaction capabiliies - the majority of customers believe services
or experiences from other types of organisations are better. Banks sill
have a long way to go before they are considered digital leaders.

In particular, increased security, real ime payments, and improved
apps or online platforms are wanted. So foo are better ATM
locations and branch offices. In short, the digital experience can't be

the only focus of improvement - it needs to be a holistic approach.

What Are the Near-term

Influential Trends®

As part of the research effort we also investigated some of the main trends that are commonly thought to be impacting the banking

industry going forward. We present the results for three of these trends below.

1. Open Banking

"Open banking” is about using APIs to allow 3 parties to access
information or data about the customer accounts that banks hold
and to give the account holders more control over that data. It
originated from an EU initiative to integrate the region’s payments
systems and has ifs explicit roofs in Payment Services Direclive
(PSD 2] - Directive (EU) 2015/23606. This law came into effect
in January 2018.

Further, in 2016, the UK’s Competition and Markets Authority
(CMA)] published a report that said its banks don't face enough
pressure to compete for business and the market lacks newer
players. From that point the country went on the offensive and
directed nine of its largest banks to adopt open banking; the first
services commenced in March 2017, This effort is now overseen

by the Open Banking Organisation and has standards for data

sharing and security along with a blossoming marketplace of start-

ups and incumbents offering open banking services.

Are you familiar with open banking?

Not sure
5%
| have never Yes my bank has
heard of it informed me
25% 18%

RN

7

| have heard of Yes | know
it but don’t know about it but nor
much about it from my bank

38% 14%

Why is this important for Asia Pacifice Because most countries are
either following this lead with their own legislation (e.g. Australia
and Hong Kong) or have markets that are emulating the AP
banking economy organically (China and to a lesser extent the
Philippines). To reiterate, open banking is meant to give customers
more service options — potentially via 3 parties — and more
control over the way their data is used. When asked whether they
are aware of this possibly significant market change, 68% said they
don't really know anything about it. Notably, the highest levels of
awareness were in China and the Philippines were open banking

is happening organically.

However, while awareness is low of “open banking”, survey
respondents indicated they were already using or would like fo use
many open banking-related services. For example:

® over 60% of participants said they use or want to use a
service that “lets me pay my friends or family directly”;

B over 60% of those in Hong Kong and China said they would
like to use a financial management tool to help with savings or
spending;

®  40% of Australian respondents said they want to use a
comparison site for choosing products or services;

®  and 60% of Philippines respondents would like to use an
aggregation service that lets the sees all their accounts and
fransaction history from all the bank services in one app or

website.

Notably, almost 9 in 10 say they would like to use an open
banking service from their current bank — while start-ups are
attractive to less than 1 in 10. This indicates a strong opportunity
for banks to embrace open banking and expand their competitive
moat. Given the fraction that services already have today, we do
not expect interest and adoption to slow down in the near future.
Thus, there is a risk of losing customers if banks do not pursue the

open banking opportunity.
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https://ec.europa.eu/info/law/payment-services-psd-2-directive-eu-2015-2366_en
https://ec.europa.eu/info/law/payment-services-psd-2-directive-eu-2015-2366_en
https://www.openbanking.org.uk

2. Security and privacy of data

Globally there has been more privacy legislation implemented
in the past 10 years than at any other time in history. Considering
the volume and type of data that banks collect, store, and

use the industry has been a key target of these laws and
compliance efforts have been extensive. Moreover, in our view
it is no overstatement fo say that across the Asia Pacific region
information security is a top priority. Combined, these two
interrelated issues show no sign of slowing down in terms of the

impact they will have on banking performance and reliability.

Just as important is the fact that should privacy and security
performance slip going forward, there can be considerable
personal and sociefal adverse impacts in addition to the direct
and indirect costs to the bank itself. It may seem sensational to
some, but the reality is a breach of privacy can destroy individual
lives in some circumstances. Banks need to be on top of their

security and privacy games. Do customers truly understand this@

When asked to indicate how confident they are that they know

what data their bank collects, stores and uses on a scale of O to

5, where 5 is very confident and O is no confidence at all, the
survey found that over 75% gave a rating of 3 or higher. This is
a result that TRA would challenge. We don't believe that retail
banking customers are fully appraised of all the data that banks
have on them and the extent that this could be used or how it
presents a potential risk. It may be giving banks a false sense
of security (excuse the pun) that they don't need to be more

fransparent about the data they have and how they use it.

Indeed, in video interviews some respondents expressed concemn
with how much data the banks have on them and the privacy
implications. The percentage of customers that are concerned
may be small at present - although in China 27% say they are
worried about banks misusing or losing their data; it is lowest in
Australia at 14%. However, as the chart below shows, customers
want more confrol over their data. Combine this with the results
above about how security is the second highest desired area for
improvement, and it is clear that security and control of data is @

potential area for improved customer satisfaction.

Do you want more control over the data that your bank has about you?

100%

80%

60%

40%

20%

0%

%

The Philippines  Hong Kong China Australia

B VYes, | want full control over what they can and
can't collect, store and use about me

B Yes, | want more control
B 1 am happy as it is now

No, | don’t need more control
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3. Atrtificial Intelligence (Al) and Machine Learning (ML)

Al and ML offer great opportunity and great risk. From
automating tasks through to existential ethical questions, Al and
ML are already changing our world. With a multitude of use
cases and sfrong fraction across global businesses, it's clear

the financial services market is already being shaped rapidly

by Al developments. The World Economic Forum, for example,
published a report outlining the various possible use cases for Al
and how it will shape the industry. It highlights that every one of
the largest of the world's global financial services companies and
technology companies along with a multitude of start-ups has

undertaken projects involving various types of Al.

Forecasting how quickly Al improves has proven time and again
to be a tricky task. However, few would bet against continued
strong momentum. Indeed, according to Goldman Sachs,
machine learning and Al will enable $34 billion to $43 billion
in annual “cost savings and new revenue opportunities” within
the financial sector by 2025. Also the Asia Pacific Aliernative
Finance Industry Report by the University of Cambridge (et al)

which tracks 1000 fintech players in the region found that China

makes up 99% of the regional market volume with the market
reaching US$358 billion in 2017; the rest of the region is worth
US$3.6B. Al is the second top area of focus for the start-ups in

this research, behind payments processing.

So, what do customers actually think about their banks using Al
and ML The below chart introduces a high-level response from
the survey. While there are positive signs — especially in China
— that customers do trust their banks to use it ethically and/or
to help them, the majority (>50%) are either undecided, do not
frust banks to use it ethically, or will only use it to their benefit.
We would caution that in our experience research Al in Asia
Pacific that many people do not have a comprehensive grasp
of Al and ML and that the technology is rapidly developing. As
understanding improves and newer Al-led capabiliies come to
market, we would expect customers’ views to change quickly.
Whether this is more positive or negative is dependent on how
well banks explain how they are using it and can prove it is in

everyone's benefit.

What is your view on your banks using artificial intelligence?

B The Philippines B Hong Kong I China

O

100 200 300 400 500 600

Australia
| trust them to use it ethically
| don't trust them to use it ethically
| am undecided and don't know
| think they will only use it to benefit themselves
| think they will use it to help me
700 800 Q00
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https://www.weforum.org/agenda/2016/10/top-10-ethical-issues-in-artificial-intelligence/
https://www.jbs.cam.ac.uk/faculty-research/centres/alternative-finance/
https://www.jbs.cam.ac.uk/faculty-research/centres/alternative-finance/

What Is the Future of the
Digital Banking Experience?

In addition to the three influential frends above and the digital offerings currently already being worked on that were identified earlier -

for instance mobile apps and online platforms - there were a range of other areas that emerged that Asia Pacific customers believe will

be part of their digital banking futures.

The video interviews identified that customers want
everything to be paperless and cashless. They want to be
able to do everything on their mobile phones and not to
have to go info a bank for anything

(unless they want to).
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Real time payments and insurance against fraud or theft

are the fop two most important services as shown in the
chart below. We asked survey participants on a scale of O
to 5 where 5 is very important and O is not important, how
important the following are. Results shown are those options

where a 4 or 5 were selected.

Australia

Real time payments where
the value is instantly
transferred to my account or
the person | am sending it to

Using a mobile phone
number or email to pay
someone instead of using
their account details

Having an easy to
understand and accessible
history of all my transactions
in one place

Being able to buy something
now and then pay for it later

Transfering or remitting
money internationally with
no delay or high fees

Insurance against fraud or
theft when making payments

400 450 500
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When it comes to payments, the below chart indicates which
types of payments each country’s respondents would prefer
fo use in future. China’s embrace of mobile payments is
clear but what is also notable is the spread of preferences

across multiple types of payments.

Cash
Cheque
Direct debit
Bank transfer

Debit card in person or online

The Philippines

o

Hong Kong

|II N sl s
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The final area that emerged as being an important part

of the future digital banking experience relafes to the use

of data. The chart below shows that Asia Pacific banking
customers are happy to receive more targeted offers that are
based on the dafa the bank has about them. In some video
interviews, some parficipants noted they would also be open

to offers related to 3" parties.

Credit card in person or online

A mobile wallet or similar smartphone-based
payment option

Bitcoin or other crypo currency

Online services (like PayPal)

China Australia
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What do you think about banks using the data they have about you to send you personalised
product or service offers?

B The Philippines M Hong Kong I China Australia

| hate it

| am annoyed by it

| am somewhat annoyed by it

| get a little frustrated with it
but it's not a big issue

00 0000000000000 0000000000000000000000000000000000000000000000000000000000000000000 0

| don’t mind it but don't really
pay any attention to the offers

| am fine with it but will only
occasionaly look at the offers

| am fine with it and will
sometime check the offers out

I love it and will regularly
check these offers out

o
)
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200 300 400 500 600 700 800 Q00

What does all this tell us?

The future of the digital banking experience in Asia Pacific is complicated and changing. But it is clear customers want: More mobile. More
real-time. More data-driven offers that deliver value. Better security and insurance. More choice in services from trusted 3" parties. Choice

in communication and payment types. And to have a mutually beneficial relationship - not just a sales transaction.
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Steps to Take for the Future of the
Digital Banking Experience

We offer the following steps that Asia Pacific banks can take to improve the digital customer experience. It is not an exhaustive list and may
include some activities you already undertake. Our aim is fo provide you with a means fo kick start a health check of current programs and

fo encourage new thinking and investment.

= Listen, observe and experiment, don’t just analyse ®  Pursue open banking and create a new value

data. Understanding your customers requires more than

just great data analytics. Adopt design thinking and use the
many exercises it embraces fo empathize with customers. In
particular, test your assumptions and actually talk to as many

customers as you can and observe their actions.

Set a mutually beneficial vision by helping your

customers summit literal or metaphorical peaks. There
is a clear appetite for a bank that helps the customer not just
their own bottom line. And most banks could use a refreshed

vision for the future.

Evaluate your current digital platforms in light of
what customers want not just today, but also in 5 or
10 years. Do you have the ability to offer and consume
APl services? Is it enabling straight through processing and

omnichannel experiences?

Go real time. Or as close to real time as possible. It is clear

that customers across Asia Pacific want this capability.

Treat data and associated privacy and security issues
as an opportunity to create competitive advantage or
expand your moat. Yes customers are open fo you using
data to offer better services. But they also want control and
fransparency. There is a gap in the market that can be filled

with more comprehensive data strategies.

ecosystem. It is not a threat, but a much needed opportunity.

Don't wait for legislation. Get ahead of your peers.

Show some leadership with Al and ML. These
technologies have potential to reduce operating costs and
improve many functfions of the business. They also present
some considerable ethical risks — show leadership in dealing

with these issues.

Expand agile development programs and embrace
continuous delivery principles. Go beyond your software
development teams and look af how your organisation can

be more agile overall.

Realise this a ceaselessly evolving requirement.
Digital is change. Change is digital. Ensure you have the right
investment levels, skills and platforms that can change as you

need and want.




| Methodology

TRA was commissioned by Temenos fo undertoke research info the views of banking customers about their digital experiences in Hong

Kong, China, The Philippines and Australia in mid-2019. We undertook a quantitative survey of 500 banking customers in each country and

also complemented this with qualitative video interviews in Sydney, Manila, Shanghai and Hong Kong. For additional demographic details

or quesfions about the methodology please contact TRA.

How old are you?

350
300

250

200

150

100

50

0 |

17 years  18-24  25-29  30-34  35-39 40-44

orunder  years years years years years

What is your gender?

Prefer not
to say

0%

55-59  60-64  65-69 70+

years years years years

What is your current work status?

1400
1200
1000
800
600
400

200

! ]

Full Time Part Time Self- Employed Casual Not

Employee Employee

Employee Employed

How many employees does your organisation have in the place where you work?

600

400
0 I
. |

Less than 5 510 19 20-99 100-499

About Temenos

Temenos AG (SIX: TEMN), headquartered in Geneva, is the world's leader in banking
software, partnering with banks and other financial institutions to fransform their businesses
and stay ahead of a changing marketplace. Over 3,000 banks across the globe,
including 41 of the top 50 banks, rely on Temenos to process both the daily transactions
and client interactions of more than 500 million banking customers. Temenos offers cloud-
native, cloud-agnostic front office and core banking, payments, fund management and
wealth management software products enabling banks to deliver consistent, frictionless
customer journeys and gain operational excellence.

Temenos software is proven to enable its top-performing clients to achieve industry-
leading cost-income ratios of 25.2% and returns on equity of 25.0%, 2X better than the
indusiry average. These clients also invest over 53% of their IT budgef on growth and
innovation versus maintenance, which is 2.5X better than the industry average, proving the
banks’ IT investment is adding tangible value fo their business.

For more information please visit www.temenos.com

500-999 1000 Don't know Not

or more employed

About TRA

TRA is a fast-growing IT analyst, research, and consulting firm with an experienced and
diverse team in: Australia, Singapore, Malaysia, Hong Kong and Tokyo. We advise
executive technology buyers and suppliers across Asia Pacific. We are rigorous, fact-
based, open, and transparent and we offer research, consulting, engagement and
advisory services.

We also conduct our own independent research on the issues, trends, and strategies that
are important to executives and other leaders that want to leverage the power of modern

technology.

Our team are highly experienced in each of their respective areas and we work with
many of the world's leading technology suppliers.

www.techresearch.asia

©2019 Temenos Headquarters SA - all rights reserved.

Warning: This document is protected by copyright law and international treaties. Unauthorised reproduction of this document, or any portion of it, may result in severe and criminal

penalties, and will be prosecuted to the maximum extent possible under law.
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