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Dear readers,

insight into best practices, trends, and 

three editions over the course of the year: 
the January risk edition addressed to the 

For six years now, the June edition has 

you with the sixth issue that combines 

speakers with a message to share on 

Banking and the future of Luxembourg, 

interest.

Maturity study where more than 800 

benchmarked, Luxembourg amongst 
them. The breadth of this study has been 

more. We encourage you to dive into this 

magazine as much as we enjoyed preparing 

your views and comments.

Foreword

 
PartnerPartner
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François Bade
Senior Manager

 

Dear readers, 

pace of change faced by the economic 

 
62 years for the car industry to reach  

the credit card industry, 12 years for 
the smartphone industry, and 2 years 
for Twitter. No matter how each of us 

industry transformation, we cannot deny 
that we are in a fast changing environment, 

Therefore, in this edition, we focus on some 
of the disruptive trends that capture our 

transcendent change. We hope the vision 

you the necessary overview to position 

edition.

However, at the end of the day, organizations 

the best of the human. Firms must 

is as important as the innovation shift. 

ongoing process of identifying how they 
can adapt to the disruptive trends and new 

Deloitte Luxembourg 
560, rue de Neudorf
L-2220 Luxembourg
Grand Duchy of Luxembourg

Tel: +352 451 451
www.deloitte.lu

Benjamin Collette 
Partner

Basil Sommerfeld
Partner
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Part 01
From market 
game-changers & 
tech innovations 
perspectives

9



 

about how he sees the future of Europe after Brexit.    

 
1 December 2009. In 2012, he was re-elected for a second (and last) term starting 
the 1 June 2012 and running until 30 November 2014.

Awards: Nobel Peace Prize 2012, reception on behalf of the EU.

An interview with Herman van Rompuy,  
former President of the European Council

10
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THE FUTURE  
OF EUROPE
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Deloitte: Currently the EU and UK are 
negotiating the future model after 
Brexit. What model are we heading 
towards in your view?  
Herman van Rompuy: Once the 
United Kingdom is no longer part of the 
customs union and the single market, 
they would like to negotiate a free-trade 
agreement. The free-trade agreement 
will represent a very big change and will 
need to be negotiated sector by sector, 
thus the negotiation may be complicated. 
A unilateral withdrawal is still possible 
although there is no majority in the 
Parliament for supporting that decision.

upcoming weeks will be how to avoid a 
hard border between Ireland and the 
northern (UK) part of the island. It is not 
only an economic matter, but peace is at 
stake, bearing in mind the tragic past and 
the 3500 people killed. In the absence of 
an innovative proposal for how to avoid 
a hard border between the two parts of 
the island, the UK is confronted with a 
dilemma.  
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D: Commentators often highlight 
the negative sides of Brexit. Do you 
also see positive sides/ opportunities 

HvR: In my view, there are no advantages 

setback in the history of the Union, a 
political amputation and the biggest 

years—but nothing in life is irreversible, 

exports of goods and services have the 
continent as their destination; for the EU, 
only 8 percent are exported to the UK. 

however be some advantages. In some 
areas, a void may be left by the exit of 

may exist at an individual level, 
from a macro-perspective I see only 
disadvantages.
 

ongoing to propose a transition period 

think that this transition period will 
be approved? What are the risks for 

rely on the approval of this transition 
period?
HvR: The United Kingdom has asked for a 
transition period and an agreement was 

divorce and a stable future framework 
for trade, research, and security during 
this period. In any case, a long transition 

a Free Trade Agreement. During this 
transition, few things will change because 

single market and of the customs union. 

In my view, it will last longer than the 
agreed 21 months, because we will not 
be ready with the Free Trade Agreement 
negotiations by the end of 2020.

Financial services will feature prominently 
in these negotiations, as the industry is 
strategically important for the UK and the 
EU27. The use of the European passport 

transitional period. The London based 

the existing EU rules.

The concept of “equivalence” was raised 
as a solution. The EU allows some 

businesses in jurisdictions based outside 
the EU if their regulatory regimes are 
deemed equivalent to those of the EU. 
The equivalence arrangements cover 

are at the discretion of the Commission 
and can be withdrawn at virtually no 

means that there is a prolonged period of 
uncertainty.

remaining EU Member States appear 

unity?
HvR: 
a remarkable sense of unity in the 
negotiations with the UK, for example 
concerning the Irish position that there 
should be no hard border. However, 
problems may come up when the 
negotiations for a free-trade agreement 
come up. As this free-trade agreement 
will be negotiated sector by sector, each 
country’s individual interests will come to 

be made. This may create tensions, but 
the European Union has negotiated many 
such agreements in the past. 

D: We see a rise of separatist 

views on the risk of another Brexit for 
another member state?
HvR: 
for other countries. On the contrary, the 
support for EU membership increased 
dramatically in the other countries 

add instability to an already unstable 
world. The paradox is that the Union is 

Kingdom less so. 

The French elections among others 
marked a big change. One of the last big 

Le Pen, it became visible that France and 
the French people do not want an exit 
from the European Union, so I do not 

see that other populist parties outside 
France (e.g. Italy and Austria) have 
changed their stance on exiting the EU 
and the Eurozone as a response to public 
feeling—remember populists want to be 
popular!

12
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Brexit is not in the interest of  
 

45 percent of British exports 
of goods and services have the 
continent as their destination; 

exported to the UK. 
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the EU. However, it is important to bear in mind that, as the saying goes, nothing  

 

 

move out of reach overnight. Whether 
you have a UK-based business targeting 

have on your company. 
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be treated as third-country AIF managers. 

such activities under a discretionary 

type of fund.

9 months before the end of the negotiating 

services may be stripped of their rights 

setting up a new entity in an EU country.

01. 
cross-border activities with the UK or 

may need to review their connections 

arrangers, trading venues, etc.

02. 

to be negotiated between the UK 
and the EU, whereas the transfer of 

there are two common causes for concern 
to consider. 

agenda, as the wait-and-

setting up a new entity in 
an EU country.
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EU authority has issued opinions 
highlighting that:

 •

on an objective reasoning process 

counterparty to provide outsourced 

on objective reasoning and despite 

 •
be kept in the EU entity, and outsourcing 
of certain key functions and services 

is the back-to-back booking 

resources to assess, govern, and manage 

entity via back-to-back transactions or 

in the Eurozone and is ranked second in 

presence in Luxembourg and more than 

decision. Further moves are expected  
in the coming months in the insurance, 
fund management, banking and FinTech 
sectors.  

Luxembourg 
represents the 

administration 
hub in the EU to 
perform certain 
activities.
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Opportunity #1 
The asset management and fund 
industry: Luxembourg funds are 

distribution.

for fund management activities, with 

therefore be required in order to protect 

in structuring, marketing and 
distribution, transaction reporting, 
and the administration, custody and 
risk management aspects of the asset 

funds, onshore hedge funds and funds of 
hedge funds.

Opportunity #2 
Private banking and wealth 
management: 

management. After March 2019, this 
trend may be reinforced by the MiFID II 

dependent on receiving authorization in 

 

Home to the EU headquarters of key 

European hub for private banking and the 

derived from its tax optimization practices. 

comprehensive range of services to both 
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and banking services from UK-based actors 

management companies and AIF managers. 
As a consequence, a thorough impact 
assessment of the consequences of Brexit 

conducted, from which you can identify and 

such as the restructuring of cross-border 

EU hub for your activities. In that regard and 

asset management and fund industry, 

Opportunity #3 
Digital banking & payment 
solutions:

EU customers, either through a branch or 

or requesting to set up an authorized EU 
subsidiary in one of the member states 

introduction of PSD II in January, aimed at 
sparking new opportunities in the payment 

which to provide banking and payment 

e-commerce and e-payment hub, being 

operations in Luxembourg, supported by 

existing presence in the country. Big 

investment banks such as JP Morgan 

Luxembourg as 
your future EU hub, 

base from which 
to provide banking 
and payment 
services to the 

conditions for the 
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826

238
10

136

6

3

38

>8k

Customers
surveyed

Assessed
banks

Covered
markets

Digital
channels

Customer
journey
steps

Assessed
FinTechs

Mystery
shopper

researchers

Functionalities
benchmarked

Size Matters

Real current accounts investigated 

framework based on customer research.

Real insights, without vague truisms.

Dbanking that in the space of a few 
short years has progressed from 

agendas.

of once per report in 2011 but 55 times per 
report in 2016. The reasons for this shift 

competition from FinTech start-ups, and 

coming into force in January 2018.

what is the reality? 

project comes in, providing information on 
the position of each bank with respect to its 

consumer preferences in each market. 

comprehensive and objective assessment 

A functionality review 

a 
customer survey was conducted, of more 

 

needs and preferences for each 

expectations in their market. These 

evaluation of mobile user experience 

framework. 

the most comprehensive of its kind for  
the banking sector, consisting of over 

 
of nuanced information about each bank 

"
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PL

CH TR

RU ES

Digital
Champions

CZ

NO ZA

FI FR

Digital
Smart Followers

Digital
Adopters

Digital
Latecomers

AT BE BG HR DK EE

DE HU IT LT LU NL

QA RO RS SK SE UK

IS

JO

SA SI AE

KW LB LV

IE IL

to 
from smart followers, adopters, and 

 

01 
 

02 meet or exceed customer preferences 
in their market 
03  
These banks score in the upper range of 
each of our three assessments

most digitally mature?

banks by asset size of each country. 
Interesting patterns emerge in this EMEA 

To provide a snapshot of 

some broad trends 

banks by asset size of  
each country. 
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EMEA’s digital banking leaders are  
a product of their environment

driving digital banking maturity are: 

01. When 

banks, it becomes a competitive factor, 

02. Market pressure: When other banks 

area of competence, it puts pressure on 
competitors to keep up. 

High

High

Market pressure
on the banking sector

Digital banking
maturity

Digital Champions

Digital Smart followers

Digital Adopters

Digital Latecomers

RU

TR

ES
PL

CH

FR

ZA CZ NO
FI

BG

IT

RS
HR

BE
LR LU DE

NL

EE DK
SE

UK

HURO

SK

AT

IL

SI
LV

IE

IS

Digital Banking maturity

market pressure has driven banks to 

than custvomers expect. These banks are 
investing in their future competitiveness, 
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doing now?

Banking and Beyond Banking. For banks, 

up to customer preferences.

For digital latecomers, now is the time 
to move out of the comfort zone of the 
traditional banking status quo and start 
transforming 

required for this transformation may steer 

few banking products and services as a 

Digital champions should leverage their 
strong current position to expand from 
a banking platform

partners.

need to expand their services in the area of 

maturity of many incumbents.

informed by data
For EMEA banking executives who want to 
seize the opportunity presented by PSD2 

provides a comprehensive picture of their 

A
Foreign digital  

B
 

the status quo

ZA

AT BG SK

PL

CH TR

RU

ES

CZ

NO

FI FR

DK EE DE

LU

SE UK

IS NL

BE HR HU

IT

LT RO

RS

SI

LV

ILIE

High

High

Market pressure
on the banking sector

Digital banking
maturity

AA

B

From digitization to the new world of 
Open Banking and Beyond Banking

products and services from brick-and-
there 

is growing pressure on banks to enter 
a new world of banking

Open Banking

Beyond 
Banking

Maintaining a competitive edge in Open 
Banking and Beyond Banking will 
be critical to determining the digital 
champions of the future
change the dynamics of competition in 
many markets by removing boundaries 

their home markets. PSD2 is creating an 

have an opportunity enter and capture 
market share in neighboring markets, 

between customer expectations and 

a risk for incumbents that have not kept 
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There has never been a more exciting or a 

unprecedented change. That change is coming 
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There are four familiar sources of 
disruption: regulation, new technology, 
changing customer expectations, and 
competitors. These sources are nothing 
new, and they have long worked in 

industry incrementally. Now, in 2018, 
these four factors are converging, 
multiplying the force of their impact. 
Regulation has been a persistent driver 
of change in banking for the last decade, 

moving beyond automation and into 
something far more powerful later in this 
article.
However, the most unfamiliar catalysts 
for massive disruption in the last year 
have come from two sources: a new 
breed of competitors ranging from the 
start-up to the tech giant, and customer 
expectations being set by organizations 

services.

Competitors 
Challenger banks

been a stable cohort for decades, and 
in some regions for centuries. To set up 
a new bank, the barriers to entry have 
always been prohibitively high, and, as 
a result, incumbents have faced little 
threat. 

Digital technology has drastically lowered 
those barriers, and EU regulators have 
worked to make the process of getting a 

regions are seeing a huge rise in so-called 
“challenger banks”. These are small, 
nimble, mostly app-only retail banking 
propositions with scalable IT architecture, 
almost zero front-end costs, and fast, 
paperless turnaround for account 
opening.

decade ago are beginning to gain market 
share and pose a serious threat to the 
status quo, staking their business model 
on the belief that customers want to 

their bank. 

although the introduction of GDPR and 

their scope for disruption and, in the case 

to rethink their approach to managing 
and sharing data. Digital technology in 
particular mobile phones, automation, 
and biometrics, has been re-shaping 

services institutions for several years 
now, too. 
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It’s not just full-scale challenger 
banks that threaten the incumbents. 
Disaggregated product specialists are 
also contenders. The payments market 

Acorns are providing a simple, low-fee 
way to invest modest sums of money. 

mortgage market by proactively seeking 
better deals for customers and linking 

for banks are being eroded by tech-

and a simpler interface thanks to recent 
advances in technology and a regulator 
that has encouraged competition. 

Even if your money is where it always 
was, new specialists are coming 

simpler, more versatile interface. Plum 
and Cleo are both chatbots working 
through Facebook messenger to provide 
intelligent AI feedback on your spending, 
data aggregation from multiple sources, 
and even payment services through 

multiple bank, credit card, and savings 
accounts.

There are countless new companies like 
these nibbling away at the incumbents’ 

services giants taking advantage of their 

Alibaba and communications behemoth 
Tencent between them or their respective 

Pay in 2016 made up 92 percent of the 

Chinese mobile payments market, in total 

Venmo, now owned by PayPal, is doing 
something similar. Apple, previously 
known for its gadgets, provides a thin 
layer on top of your payments with 
Apple Pay, facilitating online and at-till 
transactions, whilst using the opportunity 
to harvest data it can monetize 
elsewhere. 

is less reason than ever for customers 
to make payments via their banks, 
particularly when abroad, as they can 
avoid punitive foreign transaction fees by 
using services outside of the incumbents’ 
orbit. The consequence of technology’s 
lowering of barriers is that customers now 
have a far broader choice when they make  
their payments, and they are not 

institutions. 
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To understand what’s fueling the ever-
increasing expectations of customers 

adoption of challenger banks and 
alternative providers, we need to 
understand the way customers are 
consuming other services and how this 
has changed.

The latest and most successful 
companies, usually fueled by digital 
technologies, provide a frictionless, 

Uber with a tap and expect it to know 

without a word being exchanged, at a 
reasonable price, without delay, and 
without having to produce cash or a card.

details taken care of automatically. 

we expect to receive it the next day and 
to pay no postage. 

Customers are not interested in 
whether these are platform business 
models, whether these companies are 
disproportionately advantaged by having 
been born in the internet age, or how (or 

is how services, from buying clothes to 
selling your house, are provided, and it 

with cumbersome legacy IT architecture, 

and the inertia of any large organization. 

expectations, stay ahead of their nimbler 
competitors, meet the requirements 
of regulation, and make the most of 

technology?
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Innovation

need to innovate to avoid lagging behind 
nimble start-ups and powerful non-

have some serious advantages when it 
comes to innovating if they know how to 
exploit them. 

First, incumbents have resources start-

than even a VC-backed young company. 
Then, there is expertise. Large 
companies have at their disposal not 
only cumulatively millions of hours of 
experience of their industry, but also of 
the various technologies, techniques, 
and connections inherent in the people 
who work for them. They can also 
provide a safe sandbox environment 
with realistic data and scenarios in which 
to experiment, and the power of a huge 
existing customer base. 

There will, of course, be disadvantages. 

resistance to change, bureaucracy, a 
risk-averse culture, and individuals still 

having a day job and their concerns about 
the impact of experimentation on their 
promotion and reward prospects. 

C-suite leaders need to know how 
to incentivize experimentation and 
innovation. That will sometimes mean 
rewarding those who try something bold 
and fail but learn from the experience, 
instead of those who repeatedly try 
something safe and succeed.

The latest trends

try to keep up with what’s going on in 
the market. As the four forces above 
converge, here are our picks for 2018. 

going mainstream
The past year has seen bitcoin move 
from the fringes of conversation to 
front-page news. As barriers to the 
acquisition of bitcoin were lowered 
thanks to more user-friendly platforms, 

prices to extraordinarily levels before the 
inevitable crash in early 2018. Although 
it’s been easy to sneer at the get-rich-
quick traders, enjoy some schadenfreude 
as the prices plummeted, and mutter to 

progress cryptocurrencies have made in 
the last 12 months. Every newspaper now 
has an opinion about blockchain, bitcoin, 
and the hottest new cryptos. 

are paying for daily services, from 
sandwiches to train journeys, in cryptos, 
and, partly by design, banks are excluded 
from these transactions. Revolut now 

25 traditional currencies into three 
KFC, 

perhaps tongue-in-cheek, but genuinely 

for a more reliable commodity: buckets 
of chicken. And cryptos aside, blockchain 
and distributed ledger technology is 
being used in all sorts of arenas, from 
cross-border payments ( ), to ship 

Deloitte and ), and 
diamond tracking (Everledger). 

no longer take seriously suggestions that 
cryptocurrencies are a temporary blip  

with blockchain, they are going 
mainstream.  
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Narrow AI has been around for a long 

recently, we’ve heard a lot about cognitive 

Chinese internet search giant Baidu 

launch an AI-based banking service 
Nordea has begun using 

AI to triage incoming queries from 
email or text channels and direct them 
automatically to the right department, 
in a move that reduces customer 
wait time and cuts operating costs. 
Skandiabanken is investing in robotics 
and AI, and MasterCard have bought 

that uses AI to observe spending habits 
and provide an early warning system in 
the event of credit card fraud. 

The next challenge for banks is going to 

automation with AI whilst simultaneously 
improving the customer experience 
through empathic, intuitive AI. That way, 
banks can save money on expensive 
humans in call centers and shift the 

intelligence.

Mortgages and other lenders are 

been utterly transformed. Payments, 
spending tracking, AI assistants, and 
car insurance have all seen huge 
improvements not just in terms of 
channels and products, but also in service 
and business model. Coupled with the 
fact that some of the worst experiences 
anyone seems to have had with a bank 
have been in applying for a mortgage or 
loan, it’s about time mortgages and other 
lending caught up. 

The most common complaints about 
the mortgage process are the time and 
documentation involved, and a lack 
of transparency around the process. 
Rabobank
to make it easier for customers to learn 
about the process, coupled with a 
beautiful UX to make uploading endless 
documents a pleasure rather than a 
chore. Blend is a software provider 

banks which allows applicants to link 

Instabank is using Provenir’s technology 
to approve loans instantly, in much 
the same way that insurance company 

Lemonade are reducing the time it takes 
to approve a claim (their record, for a 
stolen coat, standing at three seconds). 

so too is the size of the interest payments 
reaped by banks on relatively low-risk 
homeowners. Loan Dolphin is an 
Australian platform business that sets 
up auctions in which banks and brokers 
bid to provide the cheapest loan to 

percent on the regular fees. 

And if legacy mortgage providers weren’t 
already on guard, Trussle is a mortgage 
comparison site with a twist: it promises 
to contact you proactively if it thinks it 
has found you a better deal.



Data, computation, 
and connectivity are 

the sum of their parts. 

the industry beyond 
recognition.
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the industry from largely peripheral 
disruption of products and services to 
wholesale change in how customers 
interact with banks.

Data, computation, and connectivity are 

than the sum of their parts. This process 
will take time but will change the industry 
beyond recognition.

The big question against a backdrop of 
radical change is this: what will happen to 

were in 2008, but have those changes 
made banks more or less prepared? 
Perhaps, in fact, it is the FinTechs that will 
struggle, given that very few of them have 

the market, and banks move to purchase 
their capabilities and bring them in-house 
at a knock-down price.

better, cheaper, more innovative services 

space.  



34

Inside magazine Issue 18  | Part 01 - From market game-changers & tech innovations perspectives

provide FinTech businesses and banks with the crucial “utility” needed to deliver 

business. Over the last 22 months, the business has grown at a tremendous pace, 

2016 and four awards in 2017. 

A perspective from Anders La Cour,  
Speaker at the Annual Deloitte Horizon conference
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LUXEMBOURG AND  
THE BANKING INDUSTRY 
OF TOMORROW

why he chose to bring the company to Luxembourg and 
whether he would recommend it for other players. Read 
on for more. 
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Deloitte: In today’s age, digital 

disrupting the banking business. What 

Anders La Cour: Traditionally the 
banking industry has owned both the 
client relationship and the corresponding 
banking network. In industries, which 
face a deregulation, a separation of the 
value chain is often observed and the 

faces deregulation, the value chain is 

part creating value for clients and being 
supported by what we may call the “pipes 
and plumbing”. 

for consumers alongside “relationship 
banks”, which will likely have third-
party handling,  non-core functions in 
the future. They will strive to maintain 
the client relationship with the aim of 
retaining a position on top. Only very 
few very large banks will be able to 
continue serving the whole value chain. 
Particularly smaller banks with legacy 
systems will need to consider focusing on 
the upper part of the value chain, whilst 
letting someone else handle the “pipes 
and plumbing”.    



Furthermore, its location, but also its 
family-friendly environment with high 
quality education and  multi-cultural 
and multi-lingual environment were 
important. Especially the availability of a 

an attractive factor for Luxembourg. 

around Brexit over past few months. 

value proposition to be an interesting 

looking for a home?
ALC: Luxembourg is special, and it is 
not the same as London or New York, 

positioning.  Today Luxembourg is not 

and may need to broaden the access to 

dimensions on which Luxembourg could 

place further: 
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In ten years, banks 

 
to the consumer. 

be doubting the future of banking as 

ALC: In ten years, banks will still exist, but 

will no longer focus on providing what we 
can describe as utility services, as scale is 
essential. 

As a result, providing utilities only to their 
own customers on legacy systems will 
become costly for these banks placing 
them in an unfavorable position. As with 
the right scale and no legacy systems, 

business, this can create a win-win 
situation for the provider and banks. 
These banks require stability from their 
partners and by having a banking license, 
they can assure our clients this stability. 

for your bank. Could you explain why?
ALC: At the beginning, we were mainly 
focused on the United Kingdom and 
Denmark, given that we had already 

the referendum in the UK in 2016, we 
started exploring other options given the 
uncertainty.

As a global company, we wanted 
internationality and stability, so the pool 
of shortlisted countries included the 
Netherlands, Ireland and Luxembourg. 

This was due to a number of elements, 
including its membership of the European 
Union, high innovation performance 
and support from an innovation-friendly 
government with a stable regulator. 



  
is a major part of the ecosystem (e.g. VC 
funding), but today in Luxembourg there 
is a lack of access to this type of funding. 
I myself co-founded two companies and 
while Luxembourg was an appropriate 

I would ask myself more questions 
before moving my other company to 
Luxembourg, as the limited access to  
VC funding may be prohibitive. 
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Investing in universities and  
 

of Luxembourg to attract highly-skilled 
workers. For some types of companies, 
and especially startups it is important 

In Luxembourg, I feel that there is a 
shortage of engineers at a reasonable 
price, which may again represent a 
barrier for some startups. 

Supporting early stage startups in 
order to create the right environment 
will also be important. In other cities, 

schemes to support early-stage startups 

from similar schemes. For example, 

incentives or tax advantages for startups 
  

01

02



 Inside magazine Issue 18  | Part 01 - From market game-changers & tech innovations perspectives

38
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Since the introduction of the euro, a major ambition 
of the European institutions has been to eradicate 

Eurozone thanks to the introduction of the euro as a 

own currencies and domestic payment systems. The 

impact this has on the European Union payment market. 

market?  
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The European single market
Since its construction, the European Union 

initiatives aimed at achieving one of its 

market, guarantees the free movement 

as fostering competition and innovation.

same approach when it comes to the 

The fragmented EU payment market

market in the European Union, the 
concept of domestic versus cross-border 

the market is segregated into three 
groups of actors:

01. 19 countries in the Eurozone have 
integrated payment systems within 

02. 8 countries of the European Union 
have kept their domestic currencies, 
meaning that payment systems are not 

currency but has adopted European 

of domestic versus 
cross-border 

present in the 
European Union.

Country Clearing house System Operating hours  Operating hours  

EUR 7 a.m. – 5 p.m. 7 a.m. – 6 p.m.

Bulgaria 7 a.m. – 2.45 p.m. 7 a.m. – 2.45 p.m.

Croatia HRK

12 p.m. – 4 p.m. 12 p.m. – 4 p.m.

Denmark KRONOS DKK

Poland SORBNET PLN 7 a.m. – 5 p.m. 7 a.m. – 6 p.m.

Hungary VIBER HUF 7 a.m. – 5 p.m. 7 a.m. – 6 p.m.

Romania LEI 7 a.m. – 4 p.m. 7 a.m. – 4 p.m.

Sweden SEK 8 a.m. – 5 p.m. 8 a.m. – 5 p.m.

UK 7 a.m. – 7 p.m. 7 a.m. – 7 p.m.
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Eurozone

Eurozone countries, the fees charged 
to consumers for euro payments in the 
Eurozone have decreased to a few cents. 
However, this is not the case for consumers 
from other EU member states in which 

the 
fees for cross-border transactions in 
euro are well above the level of fees 
payed for national transfers in the local 
currency. Figure 1 provides an extract of 

fees charged by banks to a consumer in 

for a euro cross-border transaction.

who want to transfer credit in the currency 
of an EU member state other than the 

charged by a bank to a consumer in France 

currency transaction and for a non-euro 
cross-border transaction.

The high fees charged for cross-border 
transactions are one of the main 

to payments in the European Union. This 
hinders the free movement of goods in the 

medium-sized enterprises from operating 
in the various countries of the European 

cross-border payments.

for euro transactions because processing 

them. Indeed, processing euro transactions 

system, and certainty of time and costs. In 

to be transmitted between parties 

banks when processing these payments. 

banks are now facing growing pressure 
to decrease their prices for cross-border 
non-euro transactions in the European 
Union as a consequence of the emergence 

intervention of European institutions. This 

the cost per transaction for processing 
payments in non-euro currencies is high. 
Indeed, processing payments in these 

as discrepancies in payment information 

non-euro currencies. Processing these 
currencies requires the intervention of a 
correspondent bank, which is a partner 

transferring a payment in an EU non-euro 

payment in euro and therefore increases 
 

€0.00 - €0.00

€9.00 - €24.50

transferring €10 equivalent from Croatia 

 
in Euro and €10 equivalent in Kuna to 
Croatia

€0.19 - €1.21

€4.05 - €10.80

1 2 3 4 5
Initiator of the 
payment

Bank of the 
initiator

Clearing House 
(Target 2)

Bank of the 
the payment

1 2 3 4 5
Initiator of the 
payment

Bank of the 
initiator

Correspondent
Bank

Clearing House Bank of the

6
the payment

Payment processing in euro

Payment processing in other currencies of the European Union member states
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banks, it appears that most banks prefer 
to use a correspondent banking system 

Indeed, the number of cross-border 
transactions in EU non-euro currencies is 

transactions accounted for around  
1. 

by Eurozone banks are cross-border 
transactions in an EU non-euro currency.

cost for banks that is, according to 

higher than a euro credit transfer executed 

per transaction for banks, the investments 
needed for such automation are not 

transactions processed in these currencies 
by Eurozone banks.

Processing 
payments in non-
euro currencies  

 

for Eurozone banks 
than processing a 
euro credit transfer 
executed on 
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This aims to reduce the fees charged for 
cross-border transactions in EU non-euro 
currencies and in euro initiated from EU 

payment providers. 

study that considers the impact for banks 
and consumers according to the various 
extension options.

in the European Union. In this context, a 

border transaction in a currency of another 
EU member state. 

The advantages

transactions throughout the European 
Union. 

fees charged by banks more transparent 

The challenges

conditions, processing these currencies is 

transactions processed in these currencies, 
the investments needed to automate the 

 

cross-border euro transaction prices with 

Eurozone countries has been eradicated. 

in Swedish krona and cross-border 
payments in euro. The Swedish Ministry 

payment functions that are competitive 
and automated.

The advantages

fees for such transactions.

currency of the European Union.

The challenges

 •

 •  
 

sub-participation agreement rather than 
direct access. Furthermore, if we consider 
the ownership structure of the market 

banks are part of groups of banks with 
headquarters in the Eurozone, reinforcing 
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It is apparent today that the European 
Union is acting to further integrate the 
various markets and industries to improve 

for European institutions is to extend 

euro transaction prices with domestic 

cross-border fees, encouraging consumers 
to buy more products abroad, therefore 

Pros:

 • Fee reduction for a large number 
of customers

 • Increased transparency in banks’ 
fee schemes

Cons:

 •

 • No current central multi-currency 
payment infrastructure 

Pros:

 • Fee reduction for customers of 
non-Eurozone banks

 • Large volumes of euro 
transactions initiated from non-
Eurozone EU countries

 •
central currency of the European 
Union 

Cons:

 • Fees for domestic euro and cross-
border non-euro transactions are 
not aligned

 • Access to TARGET2 is not 
mandatory for central banks of 
non-Eurozone countries 
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Instant payments 
Embarking on the payment 
transformation journey 

The service providers of the future expect instant access and reuse of 

Partner
Amit Bhalerao
Manager

Alexandre Havard
Senior Manager

 

Margaux Bauwens
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onstant changes and increasing speed 
are the cornerstones of modern 

Pages, and Nokia. The current decade 
is witnessing the rise of a few innovative 

robotic process automation are just some 

industry by providing customers with 

other industries. Today it takes a minimum 
of one business day for a payment in euro 

to book a taxi in matter of seconds with 

in the current payment ecosystem exposes 
the service provider to a risk of payment 

and services around instant payment 
to keep up with the changes occurring 
in other industries and meet customer 
expectations. It is imperative for banks to 
take advantage of the new open banking 

70

60
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30
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0
2000 2002 2004 2006 2008 2010 2012 2014 2016

Cheques Card payments Direct debits Credit transfers

Use of the main payment services in the EU
(Number of transactions per year in billions, partially estimated)

Source: ECB

peer-to-peer and consumer-to-business 
transactions. However, the recipient 

payment order on the check.

since the card infrastructure provides quick 

payment instruments incur high processing 

chargeback, and fraud. Moreover, card 

acceptance and the transaction amount is 

Credit transfer: 

used by businesses for the domestic 

corporations for business-to-business and 
business-to-consumer payments because 

speed of execution.

create new business opportunities. 

A request for a new payment journey

payment method across Europe accounting 
for 50 percent of transactions.

market: 

Cash: 

countries by those without a bank account. 

transactions. However, it is the most 

incurred around production, distribution, 
management, and security. In 2016, India 
banned 86 percent of its currency to 

the shadow economy created by cash 
transactions.
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and insurance premiums due to batch 

authorizes the recipient of funds to initiate 

preferences are putting pressure on 

payment methods do not match the 

payment instruments with the exception 

of cash have inherent weaknesses in that 

outside standard business hours. 

Payment suitability

Payment 
instrument

Bill 
payment

Retail
availability 

Speed of Cost to make 
payment

Cash

Card

Credit 
Transfer 

Payments

society. The expectations of the tech-

  

instant services has forced the customer 

Market demand:
preferences have given rise to a new 

on providing services that are instant, 

Likewise, there is increasing pressure from 
the market for instant payment for services 

 The adoption of new 

has provided organizations with a cheaper 

option to its consumers.

Regulatory pressure:

parties to access customer bank account 

payments market and create innovative 

experience.  

 
 

Cost to make payment: 

 
modern consumers
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 of instant payment
The concept of instant payment is not 

infrastructure for domestic payment is 

more than 44 active domestic instant 

forefront of this change with some country-
driven instant payment initiatives such as 

within the borders of a country, or among 
the customers of the same payment 
service provider. 

To avoid fragmentation, the European 

speed of euro payments within the 
European Union. The scheme has the 

 

SEPA
SCTInst
(2017)

Countries with instant
payment schemes

Countries with instant
payment schemes under
development

Countries with live instant payment schemes
Australia - NPP (2017)
Bahrain - EFTS (2015)
Brazil - SITRAF (2002)
Chile - TEF (2008)
China - IBPS (2010)
Colombia - CENIT (2014)
Denmark - NETS (2014)
Finland - Siirto (2017)

Ghana - GhIPSS (2016)
Hong Kong - FPS
India - IMPS (2010)

Japan - Zengin (1973)
Kenya - PesaLink (2017)

Mexico - SPEI (2004)

Nigeria - NIP (2011)
Poland - ELIXIR (2012)
Singapore - FAST (2014)
South Africa - RTC (2006)
South Korea - HOFINET (2001)
Spain - Bizum (2016)
Sweden - BIR (2012)
Switzerland - SIC (1987)

Sri Lanka - SLIPS (2013)
Thailand - PromptPay (2017)
Turkey - BKM (2013)
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Currency

Scope

Compliance

Transaction Limit

Processing Time

Framework & Pricing

 •

 •

 •
 •

 • The scheme has provision to increase 

 • Maximum 10 secs to transfer 
fund from originator to 

 •
 •  

 •

 •
scheme

 •
 •

participants

 •
 •

or both receiver and originator

 •
 •
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A universe of possibilities for  
the future

in a variety of customer segments. Banks 

taking into consideration the existing use 

the characteristics of the service made 

instant payment in future:

 

and checks for everyone with a bank 

instant payment in the P2P segment 

remittance, rent payment, restaurant 

goods during non-business hours. Banks 

and anonymous payment mechanisms 

cash costs arising from the distribution 
of cash, ATM maintenance, and security 
costs7. Increased usage of instant payment 

 
A merchant can provide consumers with  

cost for merchants and reduce credit risk 

such as music, movies, and books. The 
merchant can then pass the cost savings to 

consumers with the convenience of paying 

 

accepted for corporate payments if the 

B2B invoice payment for corporates to 

practices. Firms can achieve cost saving by 

 

access to funds.

B2B

B2C

C2B

Online
Customer

Author

Author’s
Family

Online
Retailer

Publisher

Funds are instantly credited 
to online retailer account

02 SAT. 3:01PM01SAT. 3:00PM

Customer purchases an 
online book and pays via 
instant payment method 
available on retailer website

03 SAT. 3:02PM

“Just-in-Time” cash manage-
ment engine initiates an 
automated instant payment 
to the publisher from sale 
proceeds

Funds are credited to 
publisher account

04 SAT. 3:03PM

Publisher initiates royalty 
payment to author via instant 
payment as per contractual 
terms

05 SAT. 3:04PM Funds are credited to author 
account

06 SAT. 3:05PM

Author remits Funds to his 
family via Peer-2-Peer 
Instant Payment App

07 SAT. 3:06PM

Funds are available for 
author to be withdrawn from 
Bank ATM

08 SAT. 3:06PM

C2BOnlineOnline
RetailerRetailer

ublisherPublishe

Author’s
Bank
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payment product, which is instant, secure, 

Peer transactions. The Instant payment 

a paradigm shift in European Payment 

embrace the change brought by Instant 
Payment. Firms have opportunity to 

management practices. 

In the new open banking ecosystem, 

impact existing revenue for Banks from 

Payment infrastructure. In years to come, 

 
to ATM services. 
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The new
virtual
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approaches to drive the transformation of their organizations into more 
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more than 4,800 business executives, 

is, together with improved customer 

rd

enhance their cost income ratios, and even 
more so in administrative functions and 
shared-service operations.

Robotic process automation, or RPA, is one 

activities have proven some of the most 

performing routine processes that mimic 

processes together with consideration 

automation within the core system or the 

determine the best approach and avoid 

The second step that needs to be taken 
prior to investing in RPA is determining the 

or as a temporary patch prior to a future 

extensive investment, making the service 
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Why RPA?

from the automation of processes are 

a competitive pricing advantage. In that 

numerous advantages:

 • Robots perform tasks faster, with a 
higher degree of accuracy and can 

 •

 •

 • RPA can be used as a support for 

that can interpret the data it processes  
 
 

and to improve decision making

 • RPA has a short payback period since 

Survey has indicated an average payback 
of investment of under 12 months, and 
cost reductions ranging from 20 percent 

have observed increases from 20 percent 
to more than 100 percent depending on 
the type of process. Our experience has 

85 percent of respondents to the survey 
stated that RPA has exceeded their 

can reach up to a 100 percent reduction; 
robots cannot deviate from their designed 

data is correct, it does not make any 

throughout their organization. Robots 

increase in investment in RPA over the next 
three years. 
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RPA journey

a vision and a strategy on why, where, 
and how to set up the RPA program. The 

domains of the organization such as 
governance, human resources, processes, 

every stage thereafter. 

to take ownership of the process. RPA may 

than on tedious processing tasks. After 

the most supportive of RPA and have the 
appropriate means. 

by executives from the 
automation of processes 
are freeing up resources 

driving a competitive pricing 
advantage. 

Setting up a dedicated RPA team under 

step. The core team, consisting of the 

consideration. 

Talent

their performance and output. One of the 

humans are freed up to work on activities 

sphere 

the cognitive automation sphere, which 

introducing cognitive automation.
 

organizations is increasing. 

the further expansion of the spectrum of 

Furthermore, 28 percent have started 
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and responded to, as part of a much wider transition to new ways of 
working.
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When the going gets tough, 
the tough gets going… 

responses and major trends 
for 2018 in the wake of MiFID II

Simon Ramos
Partner  

 
Partner  
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Director

 

Erika Bourguet
Director
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Senior Manager
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beast and are starting to see light at 
the end of the tunnel

manpower to being MiFID II ready by 

progress has been made regarding 

constraints seems to be very high in 
Luxembourg. 

transactions and training programs have 

most actors in Luxembourg.

readiness.

communications: some have provided 

assessment, the degree of training 

the industry. Some have been organized 
and embarked on structured programs 

60 hours of training in the various areas 
of MiFID services or products if training 

A shared ordeal

underestimated

to transparency and the reporting of 

error approach to making improvements.

With both of 

most 
investment 

opted to work 

providers. 
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the beginning of 2018. This created issues 

reporting, where the providers of LEI 

in December 2017 to ensure the smooth 
introduction of the LEI requirements. This 

of requests.   

Regulators’ level of readiness
In terms of MiFID II readiness, both 

Indeed, MiFID II has not yet been enacted 

Transaction reporting has been a huge 

report on 9 January 2018, stating that 

have been subject to reporting had been 
 

of March.  
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action to mitigate the increased costs and 

MiFID II has introduced the notion 

position their advisory services a year 

to opt for non-independent positioning. For 

Luxembourg opted for non-independent 
positioning.

inducements. 

Banks had three options: 
01. 

marketed this positioning to their 

02. 

services where doing so is forbidden by 

banks have chosen this option.

Transaction reporting has 

 
of data.
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third of banks have chosen a hybrid 

advisory services that are inducement-

Co
nt

ex
t

Fi
nd

in
gs

Co
nt

ex
t

Fi
nd

in
gs

Independent positioning

• In case a bank opts for independent  
  advisory services, these services
  should be inducement free
 
• In case a bank opts for non 
  independent advisory services, it  
  needs to decide its positioning in
  terms of inducements policy

All actors in the benchmark 
opted for non-independent 
advisory services and 
hence needed to decide 
on a positioning in terms 
of inducements

Independent

Non-independent

0

15

Inducement positioning

• Inducements only apply to a bank’s Execution Only 
   and Advisory Mandates since DPM mandates must 
   be inducement free as per the regulator

• A bank can opt to be entirely inducement free or 

  (e.g. Advisory Standard, Advisory Premium)

• Inducement free approach can be achieved via
  investment in “Clean” share classes only, or retrocession
  of inducements to the investor ex-post 

HybridInducement free Non inducement free

Execution
Only

Advisory
Premium

100%

100%

40%
60%

• Appearance of “Hybrid” inducement policy, meaning that 
  the bank receives inducements for selected services, however 
  is inducement free for others

• Out of the actors that are entirely inducement free, 
  two pass the retrocessions on to the end client and one 
  invests in clean share classes

5 
(33%)

6 
(40%)

4 
(27%)

Advisory
Standard*

distinct inducement positioning on advisory 
services.   

Benchmark performed in Luxembourg on 15 Private Banks
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pricing strategy of their investment 

existing fees or added a new MiFID II 

end of 2018. 

Two thirds of the banks from our 

have adopted a wait-and-see approach 

pricing review was carried out at the same 

the new pricing. 

proposition and pricing, some banks have 

compensate for the impacts of MiFID II. 

as funds distributors, which have most 

inducements, are aiming to improve their 

of course, take time to produce positive 

on the Luxembourg fund industry. 

What’s next? 
Trends and outlook

readiness

 •

charges reporting are on the agenda for 
2018.

 •

their workforce.

 •

2017 in the context of MiFID II but other 

been taken up by MiFID II.

 •
to manage MiFID II on-site inspections 

this

happen. In any case, we can expect to see 

at other strategic mitigation actions. In 

best interests to reconsider its pricing 
schemes.

represents a major share of the European 

Brexit occurs.  
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Stirring up the perfect  
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recipes and make strategic choices regarding the future of their 

the majority of banks to review their menu, introducing a new 
 



74

 Inside magazine Issue 18  | Part 02 - From a regulatory perspective

 

banks with a private banking department. 

set themselves apart from the 

menu with a new value 
proposition

Services

Execution only Advisory Discretionary portfolio 
management1

2 Premium

3

Fee structure

Ticket All-in Performance

In this changing environment, banks are 

MiFID II enters into force, we observe that 
the majority of banks have decided on a 

services, reviewing the range of services 
that they provide to customers and 

overview of private banks in Luxembourg, 
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         Advisory
 

portfolio management

Standard

 •
of transactions requested 

initiative

 • Less active management

 •  
by RM

 •

 •

 •

 •
advisor

 •

Premium

 •
of transactions requested 

initiative through a direct 
access to trading room

 •
ongoing contact with dedicated 

 •

 •
reporting

 •

 • Dedicated investment advisor 

 •
management

1 2 3

1. 

           Advisory
 

portfolio management

 
investment.

 
investment strategy from the bank 

 

experts. 

321

2.  
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In summary, the new bank menu has the following key features:

Novelty is shaking up the menu. 

1 2 Broker fees 3

 • Ticket fees generally 
include the administration 
fees and custody fees

 • Ticket fees do not include 
transaction fees

 • Broker fees generally include 
the administration fees and 
custody fees

 • Broker fees do not include 
transaction fees

 • generally
administration fees, custody 
fees, transaction fees, and 
advisory or discretionary 
management fees

 • Performance fees are generally 

but with a performance fee that 

good performance

 •

transaction amount and 

 •
generally, 

depending on the transaction 

the transaction amount 

 •

generally, depending on 

 •

generally, depending on the 

a performance fee added in case 

3. 
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 •
 Only one actor 

provides premium execution only services

 •  They are 
mainly available for execution only and here are 

 •  Only 
one actor has an entry threshold for the standard 

 • Broker models are predominant for advisory 
 

 •

an all-in structure for premium advisory, only 
"real" all-in model, while 

management and custody fees come on top of all-
in management fees)

 •
entry threshold.

 •
 Eleven 

 •

 •

PremiumStandard

Standard Premium

13 

Standard Premium

2 Ticket

1 1 Ticket

6 All-In

10 

 All-In

12 

 

11 
All-In

2 Perf.
3 

8 
All-In

1 Perf.
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management and turnover.

 

1

N° Strategy Turnover rate

1 0.6 20%

2 0.8 44%

3 1.0 59%

Standard Advisory Broker 0.6

5 1.5 60%

6 Premium Advisory Broker 2.6 46%

7 2.6 88%

8 2.6 85%

9 5 94%

10 20 –

High
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The extent to which 
strategic positioning  

between banks

fragmented regarding the degree to which 

Some actors seem to have carried out 

are pitching prices too high, and thereby 

among banks, with the cheapest actor 

per year and the most expensive actor 

year.  
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If we consider the extremes, it is interesting 
to note that both actors are private banks 

desire: 

 •

charging a high security, administration, 
and service fee, which is prohibitive to 

 •

banks

 •

Amount of fees paid per year in EUR2

Actor 1
Broker

Standard

Actor 2
Broker

Standard
Broker

Standard

Actor 4
Broker

Standard

Actor 5
Broker

Standard

Actor 6
Broker

Standard

Actor 7
Broker

Standard

Actor 8
Broker

Standard

Actor 9
Broker

Standard

Actor 10
Broker

Standard

Actor 11
Broker

Standard

Actor 12
Broker

Standard
Broker

Standard

Lower range Mid range Upper range

1,700

820

2,520

2,100 2,100

1,200

1,569

2,769

1,800

1,469

3,269

2,600

740

3,340

3,000

369

3,369

1,350

3,450

1,363

3,463

2,700

855

3,555 700

4,200

3,500

816

4,856

4,040

1,388

3,960

5,348

1,469

3,900

5,369

4,900

1,130

6,030
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0.49 percent to 0.59 percent . 



82

Inside magazine Issue 18  | Part 02 - From a regulatory perspective



83

IM industry
The MiFID II 
paradigm shift
Simon Ramos
Partner 
Operations Excellence  
& Human Capital
Deloitte

Julie van Cleemput
Director

 
& Corporate Finance
Deloitte

Gerard Lorent
Director

 
& Corporate Finance
Deloitte

Benoit Sauvage

 
& Corporate Finance
Deloitte

companies or AIFMs, a brief overview of the 
asset management industry after MiFID II 

that the new rules will have a profound 

future. As instruments, funds are subject 
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for the IM industry

Distribution

to have been caught by surprise, barring a 

MiFID II, it was not at the center of the fund 

of the directive has dragged them into the 

In the short term, for reasons of product 

MiFID II: one era ends and another 
begins

institutions have approached MiFID II very 

asset management, despite the fact that 

fund industry management companies or 

and future of the industry will be 

rules. As instruments, funds are subject to 

start of a trend, the changes have not 

managers, oftentimes because of their 

We believe that MiFID II marks the 

trade.

product managers and manufacturers. 

01.    Before the trade  

performance and risk information, 

information on the target market

02.   During the trade 
 The market transparency requirement 

03.   After the trade 
 

institutions
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over the course of the year by providing 

entire industry.

a major impetus for restructuring 
the industry. At present, whereas the 

become entrenched. 
 

 •

their cost structure 

 •
the same direction. Their support might 

The end of retrocessions from independent 

performance even more of a priority 

products as a pure commodity from 
the current stock or instrument-picking 
perspective.

IM industry. Funds under DPM and 

for funds whose investment strategies do 
not stand out from the crowd, because 

for top performers, which might even be 
in a position to increase their management 
fees in response to increased demand 

At present, many funds managers are 

communities of PERE funds, the notions 

governance come as surprises. One reason 

private banks or insurers, sometimes 

products, distributors and intermediaries 

In addition, in terms of the impact on 

the trend comes from the robo-advice 
segment of the market. The driving forces 
behind this new breed of advisers are 

drivers for the industry.

end of the year, coming at the same time as 

The new 
transparency 

and none more 
so than product 
managers and 
manufacturers. 
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with MiFID II requirements, such as reporting and the processing of 
investment research. If management company A has both a MiFID 

Management

the dynamic of distribution, and there 

management industry. The cost of trading 

market participants to use exchanges or 

etc. with their intermediaries. This stems 

the interaction of MiFID II and EMIR.

On the positive side, funds stand to  

execution, etc.

suspension to outright bans. In January, 

EU. This new supervisory power triggers 

There are many gray areas at the juncture 
between MiFID II and fund management. 

perspective, product governance is not a 
requirement, and yet MiFID II requires ex-
post reporting of trades for each product, 

a target market.

consequences for the IM industry. At the 
beginning, MiFID II proponents had a very 

pressure on the fee 

. What we see now is that 

trajectory.

Products without governance or target 

costs have increased to cover the massive 

consequences: 

 •

of increased costs. These 

but it is harder to make this 
argument in the IM industry. 

and the performance of their investments 

 • To demonstrate that they have chosen 
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MiFID II paves the way for new asset 
management industry drivers

requirements are reshaping the 
asset management industry, 
forcing the commoditization of more 

MiFID II, the IM industry needs to 

 •

 •

 •

woken up to these profound changes, 

with MiFID II requirements is a very bad 

The areas to address in the IM industry 

at the outset of a new era, not at 
the end of MiFID II. On 3 January, 
we witnessed the arrival at the 
starting line for departure, not the 
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The AML/CTF  

transformation
Partner 

 

Bastien Collette
Director

 

Adrien Chiariello

 

Sarah Audrey Samou
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T
absolute

in every business activity and not consider 

impacts on businesses:

positive image has never been as hard as it 
is today. Ever since the emergence of now-

customer awareness and protection have 
been growing in importance. On the top 

impairment: bosses favor motivated 

business purpose. This is what corporate 

corporate misconduct, when detected, is 

When committed by senior executives, the 

exercise. It requires more dedication and 

past 10 years. One of the reasons why 
this pressure can sometimes become 

 
 

17 February 2017 making tax crimes  
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the beginning

 
to dissociate the increasing need for 

profession. The most recent wave of 

be on the brink of a new era in terms of the 

of both costing money and not bringing 

transformation, organizations that are 

once it has been buried in servers for 

disappointing front-end user and customer 

party information used for name screening, 
etc.
 

Main changes

Improvement of  
 

 

requirements

 
 

Extension of the 

professionals

Cooperation with 
and between 
authorities

of penalties and 

 •

 •

Improvement 

requirements 
and internal 
organization 
requirements 

transformation, 
organizations 

invest in proper IT 
infrastructure are 

data.
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their duties without 

This is compounded by 

burden and the fact that, 

The brain shortage

recommend that you check this on your 

society has yet to catch on, since very few 
academic institutions seem to be providing 

teaching AML as a subject in its own right. 

management of the importance of a new 

 

 

framework

1 to 

Mind the gap

twice as important because, in many cases: 

from the beginning in the construction of 
their own department, but instead have to 

coordination and reporting of exceptions, 

Hence, asking independent third parties 

matters.  
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with other broader considerations, this is 

The importance of having adequate KYT 

to think ahead when deciding how best 

interest in RegTech makes this the perfect 
time to refocus the prioritization of 

Monitor, monitor, monitor

entity is thinking ahead. This is indeed 

organizations have set up a monitoring 

pinpoint where the issue is coming from 
so that it is easier to take corrective action. 

activities. Moreover, the growing number 

2

aforementioned factors: 

 •

 
 

 •

missing or improper information during 
the on-boarding process. 

gets the right information at the right time. 

happen overnight. At times, we see that the 

continuous improvement.

to gain from setting up adequate and 
accurate KPIs to monitor their activity 

present before the board of directors 
and authorized management bodies 

from a decision-making perspective, 
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these metrics? 

versus the number of items screened that 

transaction monitoring, name screening, 

Compliance focus
• Reduce time on low value-added tasks
• Focus on main oversight01 
Accurate monitoring
• Monitoring of compliance duties

  on regulatory matters
02 

• Human capital (training, competencies of
  03 

  from regulators
• Wider scope

04 

01 Focus

02 Accuracy

03 

04 

resources to it.

As organizations move towards a full 

all of the solutions needed to prevent 
money laundering.

 • Leverage top-notch systems: this has 
become so trendy that RegTechs have 

in-house workarounds

 • Take advantage of the experiences of 
industry experts: if you have faced a 
suspicious transaction, chances are that 

perpetrator is not the same, industry 

to provide the right course of action

 •

what they do not know, so that they 

patterns as they arise

 •

 •
activities to third parties so that your 

main oversight tasks  
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IFRS: Mission 

Ten years after the 

have IFRS changed the 

organizations?

Martin Flaunet
Partner 
Audit - Banking  
& PSF

Baptiste Guionnet
Director

 

Jérémy Pages
Manager
Audit - Banking  
& PSF

 

However, in conjunction with the need for a 
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BUS subprime mortgages triggered 

and respond to increased demand for 
 

adjustment to credit access and dampen 

corporates or SMEs, to adapt their working 

this new environment.

The common objective of these reforms 

crisis. In order to be comprehensive, the 

 
 

convergence of these two accounting 

of the accounting frameworks used at the 

 
In 2018, 10 years since the reform began, 
the time has come to assess the current 

Aside from this primary objective, these 

expect the consequences to continue in  
the future.

were aimed at decreasing the 

frameworks used at the time of 
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1.  

The objective of adopting IFRS2 for use in 
the European Union was to improve the 

Coherence 
within IAS 
regulation

Relevance

EU 
added-value

Global
standards

Transparency 
and 

comparability

functioning of 
the EU capital 
market and 

internal market

Coherence 
with other EU 

regulations

EU Commission
Report as part

of REFIT program

Positive results

integration, by reducing cross-border 

statements within and across industries 
or jurisdictions. 

statements within and across industries or 
jurisdictions.  
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to understand the information provided, 
and therefore on the take-up rate. Some 

IFRS required
(for all or most of the companies)
IFRS required
(for Financial institutions only)
IFRS authorized (option)
Local Gaap required

IFRS adoption 

 
the IASB observed that 126 

 
 

as shown in the table on the left.

Region Number of 

in the region

 

Europe 44 98%

Africa

100%

Asia-Oceania

Americas

Total 150

frequent changes to these standards have 

countries are using IFRS, the United 

the discrepancies that have emerged 

the costs and other drawbacks. A report 
 about the 

4 of IFRS supports this 
positive stance.

In addition to that, 

more countries 
are using IFRS, the 

does not permit its 
domestic companies 
to use IFRS.

Source: IASB 2017
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Key 

Institutions
IFRS IFRS

Prohibited Prohibited

IFRS

Listed IFRS
Mandatory for 

accounts, and 

accounts

IFRS
Mandatory for 

accounts, and 

accounts

Prohibited for 
domestic companies 

 
IFRS

Prohibited

IFRS

Unlisted 

& SMEs

IFRS
 

option. However, the 
IFRS for SMEs Standard  

IFRS

However, the IFRS 
for SMEs Standard is 

Prohibited 

SMEs Standard is neither 

Prohibited Prohibited

IFRS as issued by IASB

IFRS as locally adopted

IFRS as issued by IASB or EU

IFRS as issued by EU
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it solve?

the IASB has issued and the EU has 
 

market, and promoting transparency, 

5 STP: Straight Through Processing

Example #1: 

This standard, issued in May 2014, with an 

entered into force on 1 January 2018. 

revenue so as to document the transfer 
of promised goods or services to 

the contract. Based on a scope decision 

records and with the invoicing process, 

across countries, industries, and entities 
within the same sector.

Undoubtedly, IFRS 15 improves the 

documentation may be required and, in 
some cases, contracts with customers 

upstream discussions on the  

companies.

types of constraints in a STP5 way.
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Example #2:

risk

Thus, the new IFRS 9 standard that has 

decade of back-and-forth discussions and 

01. 

02. 

have experience of transferring some 
 
 

accounted for under various measurement 
methods, under IFRS 9, the options 

 

However, it is worth to mention that having 
 

 

between IFRS 9 requirements and product 

management.

accounting. IFRS 9 requires entities to 

recognition. 

required under the previous standard, 

 •

and a fortiori in the event of an economic 

 •

moving average methods and to ensure 

For the CFO, there are two possible 

requirements: 

 •

 •

that they have the information they need 

environment

address in banking organizations. Aside 

In addition, the new standard requires 

credit risk management practices, 

about a higher degree of transparency.
It is obvious that IFRS 9 bridges the gap 
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Standard

IFRS 9

IFRS 15

IFRS 16

Transparency and comparability

Global standard

Example #3: 
 

arbitrage between owning an asset and 

with the majority not reported on the 

This somewhat arbitrary distinction 

is introduced on identifying whether 
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The reaction of legislators/
standard-setters after the 2007 

stakeholders, regulators, stock 
exchanges, rating agencies, and 
ultimately taxpayers with a greater 
level of transparency as regards 

banking institutions. However, the 
amount of information currently 
disclosed has probably hindered 
rather than helped transparency 

only for a limited number of 
specialists. The CFO is one of these 
rare specialists who can play a role 
in ensuring the correct degree of 

process. 

described above are making 
the reporting process more of a 
burden, they are also transforming 

end-user to a data setter either 
at the inception of the products/
services of the institutions or 
during their lifecycle through 
proper risk data aggregation. 
Implementing the right process for 
identifying criteria for recognition, 

and disclosure, and maintaining 
the best possible related data 
warehouse, is the critical path for 
the next generation of CFOs.  
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Part 03
From corporate 

perspectives
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It’s harvest time! 
Sowing the seeds of  

benchmarking
 

Partner
 

Erika Bourguet  
Director

 

Esther Bauer 
Manager

 

autumn, and it describes the activity of reaping, gathering, and storing grain 

transformation in this harvest period. 2018 and 2019 may prove to be 
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Was it the weather or was it me?
As the harvest approaches, farmers 

crop and compare it to other years and to 
their expectations. If it is better or worse 

for the farmer to understand why this 
was the case. Was the weather better or 
worse than in past years? Did unexpected 
events occur? Or was it maybe something 

the answers to these questions, farmers 
must compare their crop harvest to that of 

benchmarking1. 

the reasons behind its performance are 

point at which the benchmarking becomes 

them to understand the reasons for 

a certain percentage. During the year, the 

expectations2, but does not understand 

Of course, the number of benchmarks 

huge amount of data crunching based on 

our bank seeking to improve its operating 
margin. 
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Was the weather 
better or worse 
than in past years? 
Did unexpected 
events occur? 
Or was it maybe 
something 
the farmer did 

improving its operating margin . Turning to 

strategies and initiatives mentioned in its 

and initiatives mentioned by companies 

mention HR strategies, this bank makes 

In order to do this, the bank may, for 

 • : Size and 
composition of the workforce compared 

Luxembourg and abroad, etc.

 • Individual departments: Size, 

abroad, etc.

 • Training: Training time and expenditure 
within the bank and compared to 
other banks in Luxembourg or abroad, 

needs to be carried out to understand 

right context, however, these numbers 

expenditure compared to the training time 

Marketing & advertising

Improve development  

Production

Logistics & distribution

Merchandising

Business management

Human resources

Procurement
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The grass is always greener…  
Should I use my neighbor’s fertilizer?

passed down through the generations and 

to make sure that their crops grow best 

However, from time to time, the farmer 
needs to make changes to stay competitive 

ways of working to their own business. 

the industry, and these disruptive trends 
represent an opportunity for banks. By 

benchmarking what they are doing, banks 
can gain insight into the opportunities that 
may exist for them. 

quantitative benchmark focusing on HR 
KPIs. How can it use benchmarking to 
improve what it is doing? At this stage of 

 
of doing things. 

quantitative benchmark process can 

out desk research, in-depth interviews 
with experts, and even mystery shopping 
or asking the organization for further 
information exist. By using these, it is 

data to prioritize initiatives based on 

upcoming year. 

initiatives based on expected 
return on investment.
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Let the harvest begin
Over the course of 2018, banks should take inspiration from the farming 
industry and the harvesting ritual. In a pivotal period for banking, re-
evaluating one’s actions in the quest for continuous improvements is a crucial 
driver of competitiveness and transformation. As a result, benchmarking is an 
essential component of banks’ strategic planning processes, with the potential 

the following:

 •  
Especially in the initial stages of the root-cause analysis, new technologies 
can support the analytical process.

 • Context is king 

of the organization. Understand the organization and the situation before 
drawing conclusions.

 •  
Although each organization is special, each organization can learn from 
every other. Have an open mind and be prepared for change.

 • Collaborate 
 

can provide you with access to valuable data.  

111
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Driving growth 
through Business 

 
Partner
Technology & Enterprise 
Application 
Deloitte

 
Partner

 
& Corporate Finance  
Deloitte

Sahra Nassiri 

 
& Corporate Finance 
Deloitte

 
Analyst
Operations Excellence 
& Human Capital
Deloitte

 

Operations Excellence 
& Human Capital
Deloitte

Umit Misirli 

Operations Excellence 
& Human Capital 
Deloitte

 
The market has reached maturity and best practices established  
over time by vendors and advisors have increased the success rate  

and asset management have already opted for outsourcing certain 
processes and nowadays include it as part of their business models. 
However, other industries such as private banking and retail banking are 
not yet versed in outsourcing. It may be that outsourcing could provide  
the solution for banks’ evolution in their highly competitive climate.

conditions and technologies have evolved, outsourcing has followed suit  

banking industry actors. From increasing the level of digitalization to 

growth through outsourcing?   



 Inside magazine Issue 18  | Part 03 - From corporate strategies & people perspectives

114

Bad weather  

 
great show

that can be accessed anytime and anywhere. Banks must get up to speed and meet these new standards of 
services. 

with improved 
engines

and identify new streams of revenue.
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52 percent of 
investors are  

change their 

management 
provider if 
they continue 

their current 
expectations1.

reduction in operating costs. Outsourcing 

processes. 

 •  cost reduction is the 
main driver for BPO; it is achieved by 

 •  outsourcing 

whether your business is growing or 

business requirements

Outsourcing is the contracting out of 
the management and enhancement 

 •

the customer

 •  

 • Favorable regulatory framework:  

ensure that the outsourcing providers are 

institutions. Such a practice reduces 
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ITO

 •

 
fee-for-service basis

 •  

 •

 

 •

programming and data center operations
 –

 –

 –

 –  
 

AMS

BPO

Cl
ou

d

SaaS

PaaS

IaaS



 Inside magazine Issue 18  | Part 03 - From corporate strategies & people perspectives

117

some factors steering towards this 

the one hand and the maintenance of 

the other hand.

and IT processes. The decision makers that 

is among generic functions as opposed to 

Business
processes

Application
services

IT services and 
infrastructure

Front office Middle office

Master
data mgt

Securities
processing

Payment
processing

Loans
processing

Client
data mgt

Back office Finance & risk
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let the robots do the work 

drive the cost of outsourcing down. Indeed, 

to be time-consuming. Moreover, they are 

more competitive prices, and reducing both 

Private banking

Asset management
V

reporting.

Retail Banking
Procurement, Payment, Mortgage, Accounting.
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BPO partner

Flexibility

by bankruptcy?

 

Digitalization/innovation and the inherent risk of disruption
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their transformation through acquisitions, 

such transformation strategies. Their best 

customer.

third parties. This permits great cost 

work .

transformation, the decision to outsource 

considered as an investment, on which a 

to the customer, which through increased 
satisfaction and increased customer 
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Understand the associated risks

 

Control loss

 

expertise regarding the outsourced processes. This creates a certain dependency, as your 

of the output provided.

People risk

Risks of disruption

the cost of transformation, and on the other side, the cost of operations. Discrepancy in either one  

formula, collaboration between FIs and their outsourced counterparts will no doubt 
lead to a fruitful end result.  
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Baptiste Guionnet 
Director

 

 
Partner

 

 
 

ever before. In Europe, this trend is further exacerbated by the 

to the US. However, M&A in the banking sector has risen 

group priorities in the coming months.   
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Trend post-crisis

out by euro area banks outside the euro area.

F
 

of cross-border M&A activity in Europe. 

However, since the start of the crisis 
in 2008, M&A activity in the European 

Indeed, even if other causes can be 

fragmented than in the United States,  

In the current economic context and given 

that the number of M&A transactions rose 

these transactions have, to some extent, 
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Trend post-crisis

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

RoW incoming Across states

RoW outgoing Within state
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United States acquiring shares in banks in the United States.

 

fragmented than in the  
United States.
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in recent years compared to other mature 

without creating issues in the competitive 

 
EU and the US in terms of the volume  

explained by:

compared to the US

More heterogeneous markets 

of each country remains a 
key consideration preventing 
certain cross-border 
transactions

of Brexit or announcements addressing 

been overridden by attractive M&A 
opportunities. 

Over the last few quarters, we noted 

also in Europe. 

 • Globally: 

transactions were announced, which 
correspond to a 60 percent increase 

registered in 2007.

 • In Europe:

compared to the same period in 2017.

survey1 showing that:
01. 

02. There is now a shift from defensive to 
an expansionary mindset at the top 

In 7 out of the 19 countries surveyed, 
expansion by acquisition or expansion to 

expansionary strategies outnumber 
defensive ones in 11 of the 19 countries 
surveyed.  
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Between 30% and 40%
China, Norway

Between 40% and 50%
Sweden, Denmark, Czech 
Republic, Russian Federation

Between 60% and 70%
Canada, USA, Netherlands, Belgium, 
France, Finland, Poland, Hungary

Between 50% and 60%
Mexico, Brasil, Ireland, 
Spain, Romania, Greece

Between 70% and 80%
United Kingdom, Portugal, 
Switzerland, Austria, Italy 

Between 80% and 90%
Germany
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order to achieve further growth.
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to design a robust strategy to sustain growth and 

organic growth prospects01
02

129
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, the country is indeed 
hosting branches or subsidiaries of many 

of European banks forming part of our 

management and private banking activities 

of brick and mortar branches as main 

the bank secrecy, the enforcement of the 

costs and investments required to keep 

pushed some banking groups to consider 

M&A activity spiked in Luxembourg, with 
this trend expected to continue in the 
coming months.

200
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Average B/S per bank in €m (right axis)

Other transactions 
are about to 
occur in 2018, 
supporting an 

for M&A activity 
in Luxembourg, 

Banking sector but 

management and 
servicing industry.
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Havilland's acquisition 
of Banque Pasche & Banco Populare 
Luxembourg2015

2016

2017

2018

Julius Baer's acquisition 
of Commerzbank's 
private banking business

EFG's acquisition
of UBI and BSI Luxembourg

Legend Holding's acquisition of BIL 
(Banque Internationale à Luxembourg)  
form Precision Capital

Safra Sarasin's acquisition 
of Hapoalim Banque

Hauck & Aufhaeuser Privatbankiers'
acquisition of Sal. Oppenheim jr & Cie
Luxembourg and Oppenhein
Asset Management Services

UBS' acquisition 
of Nordea's
wealth management business

BGL BNP Paribas' acquisition
of ABN Amro bank's
wealth management and 
insurance businesses

Warburg's acquisition 
of Nord LB

desiring to strengthen their footprint in 
certain markets.

2017 and Q1 2018. Others are about to occur 

management and servicing industry.  
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According to a recent survey4

engage in a joint venture 
with a FinTech in the next 
two years.

20 %
Technology
acquisition

16 %
Expand/diversify 

products or services 

19 %
Expanding Customer 

base in existing markets

12 %
Digital Strategy

9 %
Talent
acquisition

11 %
Enter into new 
geographic markets 
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On recent M&A transactions, where we 

showstoppers on certain transactions.

 •
expect to engage in a joint venture with  
a FinTech in the next two years 

 • One-third say they expect to acquire  
5.
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Inadequate IT setups 

been considered 
as important 
showstoppers on 
certain transactions.

5  Source: MergerMarket
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Despite the importance of the 

portion of M&A activity remains 
driven by size with the objective to 
reach an adequate cost-income ratio. 
According to a recent survey, recent 

 • Expand the customer base in core 

 • Enter into new geographic markets 

often to re-focus on fewer core 

The banks in Luxembourg might be 

countdown has started; if they are 
not growing enough, private banks 

forward.

The banks in Luxembourg might  
 

 
 

but the countdown has started;  
if they are not growing enough,  

going forward.
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Investing or divesting?
Low interest rates in Europe together with 

continue to put pressure on banks revenue 

ratio of banks remains under pressure, 

footprint in certain juridictions. 

bring an answer to the strategic questions 

 • BUY strategy: Has the entity reached 

Is the return on equity adequate given 

 • SELL strategy: Is the entity performing 
a core activity for the group? Is it active in 

the business? Is the business undersized 

the future?

divesting might be perceived as a sign of 
weakness. This perception together with 
a certain resistance to change prevents 

strong market momentum, timing seems 

these strategic questions.  

peak in M&A 
activity and strong 
market momentum, 
timing seems about 

answer those these 
strategic questions.
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to real estate 
management
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Partner

 

 
Senior Manager

 

Buyanzaya Batbileg, CFA 

 

T

experiencing a shift in demand away 

acquisition process. A key success factor 
for this is having an independent and 
transparent transaction process from 

mitigated from the outset, preventing 

The best ways of using real estate

interests. The concept of co-working 

remote workers. The rise of co-working 

 

Among other factors, 

are having a positive 
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The percentage of independent workers 
is set to increase in the coming years, 

United States, where co-working spaces 
are the most trendy and have been most 

 

productivity and creativity. 

From a corporate RE management 
perspective, membership of co-working 

 •

needed

 •

 

management? From the perspective 
of the operator of a co-working space, 
providing shared space, desks, internet, 

customers. As mentioned in the beginning, 

peers, to exchange ideas and be inspired 
by one another. Therefore, it is important 

environment in the co-working space.

From a risk management perspective, the 

addition, operators of this kind of business 

happening among operators and bigger 

Sustainability and real estate

in new customers by boosting brand 
reputation. Moreover, thanks to the new 
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estate. Besides contributing to corporate 

smartphones and apps, big data, and IoT 

users to adjust their custom preferences 
in the rooms and spaces they are using 

 

desk, meeting room, concentration room 

environment.

sensors to see whether or not an area was 
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Luxembourg is among the European 

is impressive compared to other European 

According to recent studies, future 

increases productivity at work and reduces 

environment is key to competitiveness 

Asset/portfolio optimization

expertise. An important question when 

is whether or not the investor has the 

Before making an investment decision, 

conditions.

property and tenant management becomes 

transformed from standardized reporting 

take time to mature.

In this kind of competitive market, 
independence in the transaction process 

providing guidance and ensuring that the 

outweigh the time and monetary costs 
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and opportunities. From new ways of 

Investors are becoming ever-more 

this new environment in order to sustain 
their position, whether through greater 

or transaction process optimization. 

opportunities and can be rewarding for 
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Director

 

 
Manager

 

 

 

training requirements  
in the banking and  

A burden or an 
opportunity?

services as part of a customer-oriented strategy.  
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T
and competencies. As the aforementioned 

can represent an astonishing opportunity 
to renew corporate training strategies, 
innovate, reduce costs, and increase 

of underhandedness and a presumed 
incompetence in terms of ethics, business 

of a pattern of dishonesty on the part of 

reaction, after the crisis, both European and 

framework for consumer protection.

that Member States take appropriate action 

investment advice or information about 

more onerous training 

expectations in terms 

competencies.
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investment products, costs and charges, 

important to note that European directives 
are not at the same stage in terms of 

up to 150 hours of training on MiFID II. 

the market, understanding of the code of 
conduct, a grasp of how creditworthiness 
is assessed, etc. In France, there is even a 

aforementioned requirements. 

but in other instances a robust process   
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covering everything from the assessment 

training sessions.

to spend more and more time on training-

training accounts for some of the highest 

which are forecasted to increase from 4 to 

1

within an organization, enhancing its 

training sessions opens doors to smart 

appropriate for training with a broad target 

needs, organizations can better target and 

opportunity to innovate in 
various ways to transform their 
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In conclusion, regulatory training 
should be at the top of each 
organization’s learning strategy 
agenda. Regulatory requirements 

competencies no longer need be 
perceived as a constraint but rather 
as an opportunity to enhance 
the image of the organization as 
perceived by clients, and current 
and future employees. 

higher levels of motivation, a 
better knowledge of their clients’ 
expectations, the market, and 
common traps and risks. As a 
matter of fact, clients themselves, 
when made aware of this 

development, see the training 
of their advisors as a positive 
step towards quality, safety, and 
trustworthiness. This is where 
regulatory compliance, employee 
development, and customer service 
excellence converge.  
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Being a  
CFO today
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Pierre Masset 
Partner

 

Laurent Gateau 
Director

 

Camille Presa 

 

Being a CFO today

Wanswer to this question.

positions and the environment in which they 

in common.

this question may change over time as more 
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range of topics. 

function, the training and management 

activities.

to focus on what matters both inside and 

01. The role of operator is the 

and accounting organization, processes, 

added activities.

keeping these up to date as the business 

human and IT resources so as to drive 

managing risk.

incumbents to focus on 
what matters both inside 

an understanding of the 

and industry.



151

environments. 

a must to ensure that enough time and 

02. CFOs must be the steward that 

on the strength of the business 

and accounting activities and initiatives.

the enforcement of procedures across 

and organization with new accounting 

within the organization

organization in order to achieve strategic 
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their impact on or from their activities, and 
to coach them during projects and business 
initiatives.

the performance of business activities and 

partnering with senior management to gain 
a competitive advantage over competitors 

strategists

information and scenarios used to 
determine strategic business direction, 

Decisions stemming from these activities 

put them ahead of and set them apart from 

of the business in which the company is 

markets, acquisitions and joint ventures, 

 
to the business

process automation, payments and PSD2, 

The growing number of topics under the 

function is an ever-increasing concern for 
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Conclusion
CFOs should stick to the ppaattternrn 
that has made them succecesssful:l  

This may seeem m papararadodoxixicacal 
and a step bacckwkwaardsds,, bubuuuutt t ttt ititiitititttit iiiiiiisssss ss

responsibilitytyyyyyy ffffffffoooorooroorooo ttttheheirirr ooopeeepeeeeepeeperarrrr tiiooonons,s, 
and the e ininnnnnsisisisisisisisissisighghgghgg t tt anannd dd ininininfofoformrmrmattttttioioioioioioioioon 

thhtheieie r r ototheher r anancicillllarry y acaactitivivititiesesesesseseses oooooorr rrr
rereresspspononsisibibililititieses ((whwhw ilile e cocococococococontntntntnttinininininuuing 

to genenenenennnnereerereere atatttteeee added ddd vallul e ffor
tht eir bubusisinnnnneeen ss iiiiinnn nn n anaanananaanaananann aaaaaaaaaaaccccccccccccccccceleleleleleelelerererereeerreratatatatataaattatinnininiinininnng gg g gggg 
annd d evverer-eeeexxpx anding bususinineess
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