
Retail renaissance 

The internet and mobile phones are at 
long last turning boring old retail 
banking into an exciting industry, says 
Jonathan Rosenthal 

 

“IF YOUR BANK could start over, this is what it would be,” trumpeted the marketing 
campaign for the launch in 1999 of Wingspan, an internet bank. The following year the 
bank was gone. In September 2000, a few months after the dotcom bubble burst, it was 
absorbed by its boring American bricks-and-mortar parent, Bank One (now part of 
JPMorgan). 

For all the high hopes that the internet would transform banking, most other internet 
banks launched around that time met with a similar fate. Citi f/i, an online bank started 
by Citigroup, was folded back into its parent in 2000. NetBank, an American pioneer of 
internet banking, soldiered on for longer than most but was shut down by banking 
regulators in 2007. On the other side of the Atlantic, Egg, Britain’s first stand-alone 
internet bank, shook the market in 1999-2000 when it gained more than 2m customers 
within months of starting up. But within a few years it, too, had in effect disappeared, its 
customers having been sold first to Citigroup and then to Barclays and the Yorkshire 
Building Society. It was an ignominious end to a bold experiment in online banking that 
had caused palms to sweat in banking centres around the world. 



The promise of internet banking had seemed obvious. More than most other industries, 
banking was already largely digitised. In most rich countries the cash that people carry 
in their wallets represents only a tiny fraction of their assets and is used for only a small 
portion of their spending. The rest exists only in the pattern of magnetic charges and 
flickering electronic impulses of banks’ data centres. 

Moreover, banking is something few people enjoy. If offered an alternative to queuing 
up in a branch to get served, surely customers would take it up avidly? After all, large 
numbers of bookshops and music stores have already closed as people have taken to 
buying online, even though browsing in such places was rather fun. Going to the bank is 
not much fun. All the more reason to do your banking from your armchair. 

Yet, except in a very few rich countries, there are 10-20% more banks today on main 
streets the world over than there were a decade ago. Instead of superseding banks, the 
internet has simply made them a little more convenient. Conventional banks have 
added internet banking, mobile banking and even video banking to their offering. Yet all 
the while they have expanded their branch networks. 

In retrospect, the years in the run-up to the financial crisis were a golden age for banks. 
Even the dullest of them could earn high returns by taking big risks. And few really 
bothered to try to cut costs when their revenues were being massively boosted by a 
debt-fuelled bubble. Since the mid-1990s Europe’s big retail banks have managed to 
cut their costs relative to income by an average of just 0.3% a year, reckons Simon 
Samuels, an investment analyst at Barclays. Yet even that modest figure flatters the 
banks. He calculates that costs over the period increased by an average of 8% a year. 
The only thing that saved them was that revenues increased a little faster. 

The effect of the debt bubble was more insidious than it appeared at first glance. In 
encouraging universal banks to build up their investment side, and some retail banks to 
dabble in exotic instruments that they did not always understand (demonstrating that 
even boring retail banks can blow up), it made them take their eyes off their bread-and-
butter business. Yet basic retail banking was, and remains, their main engine of 
profitability. McKinsey, a consulting firm, reckons that it accounts for more than half 
banks’ worldwide annual revenue, which in 2010 amounted to $3.4 trillion (see chart). It 
has also proved, in the longer run, to be the most reliable generator of consistent profits 
and high returns on equity. A ranking of the world’s biggest banks by return on equity 
correlates closely with the proportion of revenue they make from retail banking, rather 
than from racier investment banking. 



 

During the bubble years retail banking was a dead end for ambitious managers. Pay 
was higher at investment banks, and the corner offices at universal banks would go to 
executives who had climbed up the ranks of the investment banks. But recently retail 
banking has been getting a lot more attention, for several reasons. The first is that it 
needs it. In the rich world the bursting of the debt bubble, slowing economies and low 
interest rates have changed the economics of the business. Banks are now having to 
put their best talent to work at the retail end to reduce costs and restore profitability. 

Second, technology is changing fast. Smart mobile phones are encouraging customers 
to interact with their banks in new ways. Technology also promises fundamentally to 
alter the economics of low-margin banking staples such as processing payments. With 
new tools to store and crunch massive amounts of data, banks and technology firms 
such as Google and PayPal hope to transform the business of swiping a credit card. 
Rather than merely generating an instruction to move money that might be worth a few 



small coins, the information that comes with such a payment might open up new sales 
and advertising opportunities that could we worth hundreds of times as much. 

Money is special 

This report will argue that retail banking is going to be the most exciting part of the 
banking business over the coming years. Yet unlike the bricks-and-mortar bookshops, 
travel agents and record stores that have been swept away by the internet, banks have 
two enormous advantages in adapting to change and adopting new technologies. The 
first is that in the minds of consumers, money is still special. Few customers like to 
switch banks, even if they are unhappy with their own, and even fewer seem ready to 
trust one without a physical presence. That is changing with time, but slowly enough to 
allow banks to adjust. 

The second is that, in a sense, banks are technology companies. Many have hundreds, 
if not thousands, of people working in huge information-technology departments. Most 
are ready to adopt new ways of serving their customers. The most obvious sign of this 
is the changing nature of bank branches. 

Branches 

Withering away 

Bank branches, hitherto all-important, 
will become far less numerous—and 
look very different 

 

A HUGE GLOWING wall blinks blue and red at the torrent of commuters as they flow up 
the escalators and into the halls of Orchard Road station, one of the busiest on 
Singapore’s transit system. As they pass the wall it spews out useful information: the 
weather, the latest news headlines, movements in the markets. Behind all this are the 
changing advertisements for Citigroup’s latest deals, on offer right by the concourse. 
This is a bold attempt to entice customers into a branch that looks nothing like a bank: 
there are no doors to keep robbers out, no counters to shelter cashiers. Instead there 
are massive touch-screen televisions on the outside walls and gleaming white benches 
with tidy rows of Apple computers. Neatly dressed assistants brandish iPads with smart 
black leather covers. 



With a few taps on the iPad, Han Kwee Juan, Citibank’s boss in Singapore, shows how 
a customer spending a few thousand Singaporean dollars a month on a Citibank credit 
card could earn thousands a year back in rebates, discounts and other rewards. How 
about consolidating credit-card debts into a personal loan? The saving could be more 
than S$600 a year, he says. 

This branch is worth close examination 
because, together with its siblings along 
Singapore’s transit lines, it reflects a radical 
change in the way that Citi (and a growing 
number of other big banks) thinks about its 
large network of branches. For decades 
those branches were seen mainly as places 
where customers came to deposit or 
withdraw money. More recently some people 
assumed that they would be swept away by 
the internet and other waves of innovation. 
“Ten years ago the consultants said to us that 
we had to scrap our branches and go straight 
to the internet,” says Alfredo Sáenz, the chief 
executive of Santander, a big Spanish bank. 
“But I had heard those kinds of statements 
before with the credit cards and ATMs…I’m 
old enough to remember.” 

Branches were seen to be under threat 
because they are expensive. They usually 
occupy a prominent corner in a pricey part of 
town, and they cost a lot to man. Because 
they get robbed every now and then, even 
the smallest will usually have at least four 
people on site at all times, even though three 
of them may have nothing much to do. For 

most big retail banks, renting, equipping and staffing branches can easily account for 
40-60% of their total operating costs, with computer systems making up most of the 
rest. 

Despite the predictions of the death of branch banking, in most countries the number of 
branches has increased over the past decade. In America, which is still the world’s 
richest banking market, the number of branches and offices has risen by 22% since 
2000, to almost 90,000. In Europe, too, the number of bank branches has increased 
steadily over the decade, rather too much so in Spain and Italy. Spain, for instance, has 
some 43,000 branches, about half as many as the whole of America, a country with 
almost seven times as many people and a land mass 20 times larger than Spain’s. 



Branches continue to thrive because people still think that money is special and want 
reassurance that their cash is safe. “Location is still the first and most important 
decision-maker when you choose your branch,” says John Stumpf, chairman and chief 
executive of Wells Fargo, an American bank. “After that you might bank online, you 
might not go back to visit that bank again…but that location is where you think your 
money is.” Baudouin Prot, the chairman of BNP Paribas, a French bank, reckons that 
“most of the customers still want a branch somewhere nearby…you still need a shop 
around the corner.” And Rob Markey of Bain, a consultancy, thinks that people “crave 
physical interactions with human beings in the branch” to make them feel that their 
money is well looked after. 

A simple rule—that the bank with the greatest branch density in a given market will win 
the most custom—has defined banking for generations 

Intriguingly, it seems that where a bank has lots of branches, it attracts more customers. 
JPMorgan Chase, America’s biggest bank, opened more than 200 new branches last 
year and plans to add 150-200 annually over the next five years. Most of these will be in 
areas where it already has a big share of the market. “It always has been more valuable 
to increase your market share in an existing market than it is to go to a new market,” 
noted Jamie Dimon, the bank’s chairman and chief executive, in a recent letter to 
shareholders. Todd Maclin, head of consumer and business banking, reckons that each 
new retail branch will earn the bank an average of $1m a year. 

This simple rule—that the bank with the greatest branch density in a given market will 
win the most custom—has defined banking for generations. A study for America’s 
Federal Deposit Insurance Corporation in 2005 found that banks with bigger branch 
networks were more successful at increasing revenues and more profitable than those 
with smaller networks. Having a dense branch network not only helps banks gain a 
large share of the market, it also allows them to charge a bit more for loans or pay a 
slightly lower rate of interest. “Until now branches have been expensive but highly 
efficient billboards,” says Peter Carroll of Oliver Wyman, a consulting firm. 

Despite all the innovation and new technology that has gone into banks in recent 
decades, the basic drivers of retail banking have remained much the same over the 
past 100 years. But that is about to change, for three reasons. 

This time is different 

The first is economic. Since the financial crisis the profitability of retail banking in many 
rich countries has plummeted because of rock-bottom interest rates and tangled 
regulation. In some places, such as America and Britain, new regulations have also 
slashed the fees banks can charge. Banks everywhere have to hold much more capital. 
In America retail banks have traditionally made about half their profits from gathering 
cheap deposits in cheque accounts on which they pay no interest and then lend out at a 
profit. Yet with official interest rates close to zero, lending rates have slumped, 
squeezing margins. 



The other big sources of income were fees and charges on overdrafts, late payments on 
credit cards and fees charged to retailers when customers use their debit cards. New 
regulations introduced as part of the Dodd-Frank act in America outlaw some of these 
charges and cap others. Sherief Meleis of Novantas, another consultancy, reckons that 
thanks to low rates banks are about $60 billion a year worse off than in 2007 and that 
new rules are trimming their revenues by another $15 billion or so. With such a steep 
drop in income, about 15% of the current branch network tips over into unprofitability, he 
says. 

In Europe too, low interest rates “are having a very significant impact on retail banks”, 
says Pedro Rodeia of McKinsey. He reckons that, on average, big European retail 
banks are currently losing money on about half their customers’ accounts. For some 
banks the ratio is even higher. “Until now, why would you close branches? There wasn’t 
the financial imperative,” says Michael Poulos, of Oliver Wyman. “This time it really is 
different…you will see people closing a significant number of branches.” The potential 
savings are large. European banks could probably cut their costs by some €15 billion-20 
billion a year by getting customers to do more banking online, according to McKinsey. 

Give me a buzz 

As it happens, customers are already turning to both the internet and their phones for 
banking without much prompting. The widespread adoption of the smartphone is 
proving to be the first big innovation in banking that is actually causing people to make 
fewer visits to bank branches. Earlier waves of innovation, such as ATMs and telephone 
banking, promised to reduce the frequency of visits but turned out merely to increase 
the number of transactions by making it more convenient to withdraw money, say, or to 
check a balance. 

Smartphones and tablets, by contrast, are radically changing bank customers’ 
behaviour, causing them to visit their branch far less often but sharply to increase the 
number of transactions with their bank. When banks first introduced very basic mobile-
banking systems that allowed customers to check their balance by text message, 
interactions went up from an average of nine to 20 a month, says CeCe Morken of 
Intuit, a maker of personal-finance software used by consumers and banks. When 
banks started to produce banking applications for smartphones with touch-screens, “we 
got shocked because engagement went up into the 30s,” says Ms Morken. What makes 
smartphones so convenient is that they allow customers to go online almost anywhere 
and at any time of day. Many now pay bills or send money to family members abroad 
over their phones while they are away from home, perhaps commuting to work. 

For banks, the most immediate benefit of smartphones is likely to be the chance to 
automate transactions such as depositing cheques, which are still mostly paper-based 
and therefore expensive. This is particularly important in America, where cheques still 
account for about a quarter of all non-cash payments. Most big American banks have 
introduced applications (“apps”) that let customers photograph cheques as a way of 
depositing them, cutting down on millions of branch visits. The customers seem to love 



them. JPMorgan says that over the past year customers deposited 10m cheques by 
taking pictures of them (though that is still only a tiny proportion of the 25 billion 
cheques handled by American banks each year). Further ahead, phones will displace 
cheques entirely as it will become possible to send money from one phone to another 
and small businesses will accept card payments over their mobile phones. 

The third big trend is that people are becoming used to doing complicated things such 
as buying airline tickets or filing tax returns online. The main drivers of this are often 
industries other than banking. Sometimes it is even the state. In Denmark, for instance, 
the government oversees the issue of digital identity certificates which can be used on 
both government websites and for online banking. Whatever the agent of change, it 
seems clear that as people become more comfortable online in other areas of life, they 
also seem willing to do more of their banking on the internet. Matthew Sebag-Montefiore 
of Oliver Wyman cites a Danish banker who got an online divorce, using the Danish 
government’s website. “When you are comfortable divorcing online, banking is easy,” 
says Mr Sebag-Montefiore. Banking, in short, is becoming less special. 

In America transactions conducted in bank branches are now falling by about 5% a 
year, says Mr Meleis of Novantas. In Asia the trend is even clearer. McKinsey reckons 
that branch visits across the region have fallen for the first time since it started collecting 
data 13 years ago. In the Netherlands only half of all bank customers have stepped 
inside a branch in the past year. More than 80% use the internet for banking. 

Bradesco, one of Brazil’s biggest banks, has been an enthusiastic early adopter of new 
technologies. It was one of the first banks in the world to offer internet banking, starting 
in 1996, and it remains at the forefront of innovation. Its ATM machines have biometric 
sensors that can recognise customers’ palms to save the need to remember PIN 
numbers (the machines also check that the blood is flowing to forestall macabre 
robberies). The bank also offers loans by iPhone. It reckons that the cost of handling a 
customer transaction via an automated telephone system is just 6% of what it would be 
in a branch. Some 93% of all of its customer transactions are now self-service. 

“Technology for us is almost everything,” says Domingos Figueiredo de Abreu, 
Bradesco’s vice-president. Even so, the bank has recently opened 1,000 new branches, 
many in poorer parts of the country. These include a “bank on a boat” that travels up 
and down the Amazon’s tributaries, allowing people to open accounts and borrow 
money. 

Coffee and iPads 

The conundrum facing Bradesco and most other banks the world over is that even as 
their customers make less use of branches for everyday transactions, the banks have 
yet to find an equally good way of drawing in new customers and doing more lucrative 
business with existing ones. “Our goal is still to fill the branches with customers,” says 
Lukas Gähwiler, who runs the Swiss banking business of UBS. “Every conversation (in 
a branch) is a potential advice and sales opportunity.” So instead of doing away with 



branches, banks are trying to reinvent them. Many of their experiments seem to involve 
coffee and iPads, and the word “branch” is rarely used. 

 

In the middle of Paris, the ornate iron and glass doors 
of BNP Paribas’s flagship “concept store” look out 
directly onto the Opéra. Away from the chandeliers 
and down a carpeted corridor you will find bright red, 
green and yellow beanbags, more white benches with 
iPads and rooms with couches and flat-screen 
televisions. “Here we are in the lounge,” says Nathalie 
Martin-Sanchez, who oversaw the creation of the 
branch. “The customer can see an adviser while having a coffee…it is designed to 
encourage more proximity, more interaction, more personal contact.” This is a 
laboratory where the bank can test ideas such as getting customers and their financial 
advisers to sit side by side or letting customers speak to specialists on a video link. 

Online banks, meanwhile, are trying to build a physical infrastructure to supplement 
their online offering. The new, bright orange ING Direct Café near San Francisco’s 
Union Square serves coffee from Peet’s, a speciality Californian coffee roaster, and 
freshly made snacks at reasonable prices. But as well as asking how you want your 
latte, the baristas also inquire politely if you would like to talk about money or open a 
savings account. To reinforce the sense that this is not a bank, there is a rule against 
transactions. If you try to deposit a cheque, you will be given an envelope to post it to a 
processing centre. 

The conundrum facing most banks the world over is that, even as their customers make 
less use of branches, the banks have yet to find an equally good way of drawing in new 
customers 

Whereas banks in the rich world are trying to make their branches more like shops or 
cafés, retailers in emerging markets look set to leapfrog them by turning shops into 
banks. In Brazil one of the country’s fastest-growing providers of small loans is 
Magazine Luiza. Its main business is selling home appliances and electronics through 
stores and online catalogues. Yet it also finances three-quarters of its customers’ 
purchases and collects payments on their loans from its network of more than 600 
shops. Unlike banks, which want their customers to visit their branches as little as 
possible, Magazine Luiza encourages its customers to come in to pay their monthly bills 
in cash because it gives them an opportunity to sell more to them. “I cannot really tell 
you if we are a pure retailer or a financial company,” says Frederico Trajano-Vendas, 
the firm’s sales and marketing manager. “We are a mixture of the two.” 

But the new branches that are getting the most attention (and, it seems, custom) are 
Citigroup’s. The resemblance of its branches to Apple’s iconic stores is more than 
passing. When Citigroup decided to build its new network in Singapore, it hired Eight 



Inc, the firm that had designed Apple’s stores. The bank’s experiment in Singapore 
marked an attempt to scale up quickly in a sophisticated and competitive market. Its 26 
branches have gone up in some of the busiest parts of the island and have won an 
outsized share of business. The bank is now replicating its Singapore strategy in Hong 
Kong, where it has opened a huge flagship branch in a former clothes shop in Mong 
Kok. “We’re finding that if you have one of those branches it is worth ten ordinary ones,” 
says Jonathan Larsen, Citigroup’s head of retail and business banking for Asia. 

Branches are unlikely to disappear, but there will be far fewer of them, and they will look 
quite different from the current model. They will also be far more efficiently run. It is the 
world’s most overbanked country, Spain, that offers some of the most interesting 
lessons as to how that will be done. 

 

Spain 

Dispatches from the hothouse 

Lessons from the world’s most 
competitive banking market 

 

BETWEEN A RANGE of arid hills and the encroaching metropolis of Madrid stands an 
oasis with hundreds of ancient olive trees dotted all over it. A cluster of bright, modern 



buildings sits alongside a green golf course in a valley. Overlooking all this is a building 
one floor taller than the others, with a bright silver dome under which the chairman has 
his office. This serene campus is home to Santander, and in some ways the Googleplex 
of banking. Two huge data centres—low and built like nuclear-bomb shelters—provide 
some of the computer networks to support a far-flung banking empire (“Brazil’s on this 
one, Britain on the other,” says a guide). The idea behind them is that competitive 
advantage in banking comes from rigorously standardising computer systems and 
procedures around the world and relentlessly driving down costs. “Our business model 
is extremely consistent everywhere,” says Mr Sáenz, Santander’s boss. “We have the 
same systems everywhere. Exactly the same systems.” 

Spain’s two biggest banks, Santander and BBVA, have been expanding their retail 
operations abroad rapidly in recent decades, and have managed to do so profitably 
even though their own country’s economy is melting down around them. Santander, 
which a few decades ago was just a small regional bank, now has substantial 
businesses in ten countries around the world. Almost 90% of its profits are made 
outside Spain. BBVA, its biggest Spanish rival, has also expanded vigorously outside 
Spain. Between them the two banks manage more than 20,000 bank branches, most of 
them outside Spain. “Spain’s biggest export is the management of bank branches,” 
quips one Spanish banker. 

Having been trapped in a bubble during the fascist dictatorship, once they were freed 
Spanish banks were able to leapfrog rivals in more developed markets 

Spain is arguably the world’s most competitive banking market. Thanks to its fiercely 
independent regions, it has a remarkable number of banks for its size. Even more 
remarkable is the number of branches, some 43,000, which works out at one branch for 
every 1,000 people, or about six times the number in Britain and more than twice as 
many as in France and America. “With too many players you end up overbanked 
because every bank wants to be everywhere,” says Pedro Rodeia at McKinsey. This 
keen competition pushed some smaller banks to lend recklessly, causing a banking 
crisis that blew up the economy. Yet it also forced banks to squeeze out costs, which at 
Santander and BBVA account for less than 50 cents of every euro they earn, despite 
their huge branch networks. Most large retail banks in other countries would be happy 
with anything below 60 cents. 

Spanish banks embraced modernisation relatively late. Having been trapped in a bubble 
for many years during the fascist dictatorship, once they were freed they were able to 
leapfrog rivals in more developed markets. The most important innovation was the rapid 
and almost universal adoption by bank customers of electronic bill payments. Spain’s 
banks have a huge advantage in not having to process cheques or handle transactions 
in their branches. They have invested diligently in installing the latest and most effective 
computer systems, making their banks enviably efficient. Their rapid growth and the 
economic troubles at home raise some question marks. Even so, they have developed 
an innovative model of banking that is being exported around the world. It may also hold 
some clues about what banks elsewhere may soon be doing. 



Joined-up banking 

In a branch in downtown Madrid of Banesto, a bank that is owned by Santander, a 
branch manager pulls up a series of screens on her computer. One shows all the 
balances of a customer at the branch. At a glance she can see whether the customer is 
profitable, which of her staff is responsible for looking after him and what other banking 
services he might need. To non-bankers, it seems inconceivable that banks may not 
have a complete overview of the business they are doing with each of their customers. 
Yet only a handful of the world’s big banks are able to see instantly that a customer 
asking for a credit card may already have a savings account with them. 

Spain’s banks go a step further. With another few clicks of a mouse, the branch 
manager can see whether the branch itself is profitable. She assembles her staff each 
morning to discuss which customers may need to be contacted, perhaps because they 
have missed a loan repayment or received an unusually large deposit. 

The Spanish model is not just about using technology to drive down costs and push up 
employees’ productivity. It also allows very small branches to offer sophisticated advice 
and customer service. 

Across town, Bankinter, a small but tech-savvy bank, takes this idea a step further. Just 
inside the bank’s entrance is a large computer screen with a camera and a phone. If 
customers need specialist advice on a mortgage, say, and no one can see them, they 
are connected by video call with a free adviser in another branch. “As customers use 
more channels they become more loyal, buy more products and are more satisfied—
and that makes good business,” notes Accenture, a consulting firm. “With a cross-sell 
ratio ahead of many of their Spanish peers, Bankinter’s customer relationships are also 
more profitable.” 

The final element of the Spanish banks’ formula is to concentrate on markets where 
they can achieve a significant share. They would rather be deep in a few markets than 
thinly spread over many. BBVA, for instance, tried its hand in Brazil but found it could 
not reach critical mass. Santander sold its first investments in the United States to raise 
the capital to bulk up in Brazil, although it has since returned. The Spanish model has 
been as much about banks being local in their main markets as about being 
international. Yet technology is changing the economies of scale involved in banking, 
particularly as banks try to profit from the vast amounts of data they collect on their 
customers. 

 

 

 



Big data 

Crunching the numbers 

Banks know a lot about their customers. 
That information may be valuable in 
more ways than one 

 

A BIG BANK hires a star analyst from another firm, promising to pay a substantial 
bonus if the new hire increases revenue or cuts costs. In banking this happens all the 
time, but this deal differs from the rest in one small detail: the new hire, Watson, is an 
IBM computer. 

Watson became something of a celebrity after beating the champion human contestants 
on “Jeopardy”, an American quiz show. Its skill is to be able to process millions of 
documents quickly by reading and “understanding” ordinary written language. 
Computers have no trouble with searching data neatly sorted in databases. Watson’s 
claim to fame is that it can do the same with “unstructured data” such as those found in 
e-mails, news reports, books and websites. IBM hopes that Watson may, in time, do 
some of the work that human analysts do now, such as reading the financial pages of 
newspapers, looking at thousands of company results and forecasts and producing a 
list of companies that might be takeover targets soon. 



Citigroup has hired Watson to help it decide what new products and services (such as 
loans or credit cards) to offer its customers. The bank doesn’t say so, but Watson’s first 
job may well be to try to cut down on fraud and look for signs of customers becoming 
less creditworthy. If so, Watson will be following other computers designed to deal with 
“big data”. Across a slew of new firms in Silicon Valley and in big banks across the 
world, a range of new ideas is being tried to crunch data. Some have the potential to 
change banking from the bottom up. 

In most financial institutions the immediate use of big data is in containing fraud and 
complying with rules on money-laundering and sanctions. Even seemingly simple tasks, 
such as checking the names of clients against those on a sanctions blacklist, become 
immensely complicated in the real world, where banks may have thousands of 
customers with the same names as those on the blacklist. Each becomes a false 
positive that may embarrass the bank and ruin a client relationship. So banks have had 
to turn to computers that can amass data from a variety of different sources, including 
the customer’s nationality and address, the names of family members, and whether they 
have travelled to or received money from countries on sanctions lists. 

When moving on to more complex tasks, such as identifying the tiny percentage of 
fraudulent transactions among the millions of legitimate ones, the demands become 
ever greater. The problem is getting bigger because as banking has moved onto 
computers and mobile phones, and payments have shifted from cash to cards or 
electronic transfers, the opportunities for fraud have proliferated. 

The danger of fraud is particularly acute in areas such as card payments and some of 
the more innovative kinds of money transfers that are offering cheaper or more 
convenient services than those already available. PayPal, which dominates online 
payments, barely survived its first year in business after it came under sustained attack 
from fraudsters, and several of its early rivals were cleaned out and had to close down. 

PayPal came up with Igor, a computer system named after a Russian thief and hacker 
who had opened fake accounts and taunted the firm’s security team in e-mails. Igor 
would look for patterns, such as a concentration of payments close to the top limit and 
their destinations, and then compare those payments with all the others in the system. 
What started at PayPal soon spread to the rest of banking and beyond it. 

A better kind of crystal ball 

The firm that has perhaps gone furthest in finding useful connections in disparate 
databases is Palantir Technologies, which takes its name from the magical all-seeing 
crystal balls of J.R.R. Tolkien’s mythology. It was founded by a group of PayPal alumni 
and backed by Peter Thiel, one of PayPal’s co-founders. Its speciality is building 
systems that pull together information from different places and try to find connections. 
Some of its earliest adopters have been spy agencies. In America the CIA and the FBI 
use it to connect individually innocuous activities such as taking flying lessons and 
receiving money from abroad to spot potential terrorists. Its other main market is in 



banking, where big firms such as JPMorgan and Citi use it for a range of activities from 
structuring equity derivatives to reducing loan losses. 

A stablemate of sorts to Palantir is Xoom, a firm that specialises in cross-border 
remittances. It is backed by some of Palantir’s investors and has swapped a senior 
employee with it, but more importantly it shares Palantir’s belief that given enough data 
even the toughest risks can be managed. Xoom accepts payments from bank accounts 
or debit cards in America, then hands over cash in countries such as the Philippines or 
India. It does not have much time to find out if it has been swindled on a payment before 
it has to produce the cash. So it has devised a sophisticated computer system that 
analyses a range of data, the nature of most of which it will not disclose. 

 

Some of these checks may seem obvious, but some are not easy to do when 
processing millions of transactions and moving billions of dollars. Moreover, few of 
these pieces of information on their own are powerful enough signals for Xoom to 
decline or agree to make a payment. Yet when the computer looks at all of the 
payments in its system, it is remarkably good at weaving together the bits of information 
to spot fraud. 

It also learns as it goes. When it recently noticed a string of payments funded by 
Discover credit cards and originating in New Jersey, its algorithms raised a red flag 
even though each payment looked legitimate. “It saw a pattern when there shouldn’t 
have been a pattern,” says John Kunze, Xoom’s chief executive. The pattern it found 
turned out to have been an effort by a criminal gang to defraud the firm. 

The other big users of fraud-fighting computers are credit-card associations such as 
Visa and MasterCard. Their systems, as well as those of big card issuers such as 
Capital One, look at vast numbers of transactions for unusual patterns or connections. 
This has allowed them to graduate from simple rules-based fraud detection (such as 



whether a credit card has been swiped in locations a long way apart in a short space of 
time) to more complex sorts. 

None of these systems is cheap, but they are usually a lot cheaper than falling victim to 
fraud. Xoom puts its losses through fraud at 0.35% of the sums transferred. The 
average for credit-card firms is about 0.1%, and the best achieve rates of about half of 
that, says Mike Gordon of FICO, the company that invented credit-scoring and now also 
supplies fraud-detection software. Losses on cashed cheques in America run to about 
1% a year. For companies selling goods online, loss rates are considerably higher. 
CyberSource, an electronic-payment and risk-services company, says that online 
retailers in Britain reckoned on losses of 1.8% of revenue last year. 

The high cost of fighting card fraud has changed the balance of competition in banking, 
weakening smaller banks that lack the scale to build the necessary systems. Many 
closed or sold their own credit-card businesses and instead signed their customers up 
to cards issued by large specialists such as MBNA or Capital One. Many smaller banks 
now think this was a mistake, depriving them not only of an important source of revenue 
but also of the opportunity to form the deeper and more lasting relationship with their 
customers that comes from selling them several financial products. Most important of 
all, perhaps, it has deprived them of a rich source of data on their customers’ spending 
patterns. 

That may soon change, for two reasons. The first is that card associations such as Visa 
and MasterCard are getting better at spotting fraudulent transactions as they pass 
through the network, relieving the burden on smaller banks, says FICO’s Mr Gordon. 
The main strength of these network-level systems is that they are able to look at far 
more transactions than any single bank could, which helps them to spot fraud patterns 
on an international scale. 

Second, the systems used to crunch data are becoming commoditised and their price is 
coming down. Thomson Reuters reckons that last year venture firms invested a total of 
$2.47 billion in companies that want to crunch big data. Much of this investment was in 
database and storage outfits that are not specific to banks, yet the tools being 
developed elsewhere are quickly spreading. Whereas a decade ago the big banks 
would get their systems custom-made at huge cost, smaller banks can now buy similar 
ones off the shelf at a small fraction of the price. 

Bankinter, the tech-savvy small Spanish bank, last year started using a system to 
analyse complex loan portfolios on computers run by Amazon, an online retailer. Cloud 
computing enables it to hire massive number-crunching capacity whenever it needs it. 
These two factors are making it easier for smaller banks the world over to keep their 
credit-card businesses to themselves and lean against the powerful forces for more and 
more consolidation in banking. 

 



Panning for gold 

As the ability to process large amounts of data becomes ubiquitous, banks are 
discovering that it is good for far more than fighting fraud. These data also contain 
hidden nuggets of gold. 

One way of using them is to try to sell customers more products. Santander sends out 
weekly lists to its branches of customers who it thinks may be interested in particular 
offers from the bank, such as home insurance. Some of the products banks are offering 
are not even financial. In Singapore Citigroup keeps an eye on customers’ card 
transactions for opportunities to offer them discounts in stores and restaurants. Citi has 
more than 250 people in Asia working on data analysis. Last year it opened a new 
“innovation lab” in Singapore that brings together those data analysts with big 
institutional customers and a large analytics centre in Bangalore. 

If a customer who has signed up for this service swipes a credit card, the system can 
look at the time of day, the location and the customer’s previous shopping or eating 
habits. If it finds that he enjoys Italian food, it is almost lunchtime and there is a nearby 
trattoria, it can send a text message offering a discount at the restaurant. That may give 
the bank a second transaction and a cut of the extra spending. What makes the system 
even creepier is its ability to find out what proportion of customers take up such offers, 
so it can continuously learn to improve them. The model for this is Amazon’s online 
store, which recommends items that a customer might like based not only on what he 
has bought previously but also on what similar customers have bought. 

 

McKinsey reckons that some banks have been able to double the share of customers 
that accept offers of loans and reduce loan losses by a quarter, simply by using data 



they already have. Card networks and other retailers are also getting in on this 
business. In America Visa has teamed up with Gap, a clothes retailer, to send discount 
offers to cardholders who swipe their cards near Gap’s stores. Yet in peering so 
obviously into people’s spending habits, banks run a risk of spooking their customers 
and running foul of privacy advocates. Target, an American retailer, received 
unwelcome attention earlier this year when it reportedly discovered from a teenage girl’s 
shopping patterns that she was pregnant —and mailed her baby-related coupons—
before she had told her father. 

A less controversial way of using the data banks hold is to draw on them to offer 
something genuinely useful to their customers. Britain’s Lloyds Banking Group is 
thinking of tweaking its systems to tell customers not just how much money is in their 
accounts when they ask for a balance, but also how much they will have available once 
all their usual bills are paid. “We have deep and rich information about customers that 
we can use to give them better insights, rather than just providing us with better insight 
to improve our risk management,” says Alison Brittain, head of consumer banking at 
Lloyds. 

Yet even as big data are helping banks, they are also throwing up new competitors from 
outside the industry. One such firm is ZestCash, which provides loans to people with 
bad or no credit histories. It was started by Douglas Merrill, a former chief information 
officer and head of engineering at Google. The big difference between ZestCash and 
most banks is the sheer quantity of data that the firm crunches. Whereas most 
American banks rely on FICO credit scores, thought to be based on 15-20 variables, 
such as the proportion of credit that is used and whether payments have been missed, 
ZestCash looks at thousands of indicators. If a customer calls to say he will miss a 
payment, most banks would see this as a signal that he is a high risk. But ZestCash has 
found that such customers are in fact more likely to repay in full. Another useful signal is 
the length of time customers spend on ZestCash’s website before applying for a loan. 
“Every bit of data is noise, but when you add enough of them together in a clever 
enough way you can make sense of the garbage,” Mr Merrill said at a recent 
conference. 

ZestCash’s customers are not typical bank customers because of their poor credit 
histories. Most would normally use payday lenders. Mr Merrill says his firm’s interest 
rates are about a third of those charged by many payday lenders (although still an eye-
popping 300% or so), and that it is achieving defaults of well under half the payday 
industry’s average of 40%. 

Wonga, a British start-up that offers loans for very short periods, also looks at a plethora 
of different data sources, such as e-mail-address and social-network sites, to make 
credit decisions on the fly. Another firm, Cignifi, digs deep into mobile-phone records, 
crunching variables such as the time when calls were made, their frequency and the 
whereabouts of the callers for clues about their propensity to repay loans. (Disclosure: 
Jonathan Hakim, the president and CEO of Cignifi, used to work for this newspaper.) 
“Banks have to keep up in this arms race,” says Thomas Achhorner of the Boston 



Consulting Group. “They have to make sure they know at least as much about their own 
customers as any third party could know.” 

Tesco, a large British retailer, collects enormous amounts of data on its customers’ 
shopping habits that allow it to send precisely targeted coupons. When a household 
starts buying nappies, signalling the arrival of a new baby, Tesco usually sends discount 
vouchers for beer, knowing that the new father will have less opportunity to go to the 
pub. The firm also has banking ambitions. It already offers credit cards and loans and 
plans to introduce full bank accounts. Given the depth of its databases, it may well 
assess the creditworthiness of its customers on the basis of their grocery shopping. 

Other firms help customers at the expense of banks. Mint, an online financial planner, 
pulls together all of a customer’s financial information from different places. A customer 
may have his current accounts with one bank and perhaps a few credit cards with other 
banks. Mint allows him to see exactly how much he has (or owes) in total. Two San 
Francisco start-ups are trying to take this idea a step further. ReadyForZero and 
SaveUp also aggregate information and help customers cut their debts with a mixture of 
advice and gentle nudges. ReadyForZero, for instance, posts stickers to its customers 
so they can cover up the magnetic strips of their credit cards if the interest rates are 
especially high. SaveUp offers prizes and rewards to those who cut their debt. Yet 
others, such as Zopa or Prosper, bypass banks entirely, letting savers lend directly to 
borrowers. 

A question of trust 

The danger for banks is that websites such as these stand between them and their 
customers. If customers trust websites such as Mint more than they trust their banks, 
the banks could end up having to provide commoditised financial products at ever 
narrower margins. They may even lose their role as intermediaries between savers and 
borrowers. Andrew Haldane, who has a reputation as a blue-sky thinker at the Bank of 
England, reckons that with access to enough information about one another, investors 
and savers may no longer need banks. 

Even as big data are helping banks, they are also throwing up new competitors from 
outside the industry 

“With open access to borrower information, held centrally and virtually, there is no 
reason why end-savers and end-investors cannot connect directly,” he said in a recent 
speech. “The banking middlemen may in time become the surplus links in the chain. 
Where music and publishing have led, finance could follow.” Mark Jenkinson of Capco, 
a consultancy, foresees the emergence of a financial market in which consumers own 
and control their financial records and give banks access to them only when they want 
to do business with them. 

Such a world is not yet imminent. For now, most data aggregators operate in America 
because of the widespread adoption there of financial-planning tools such as Quicken 



into which users download their financial records. Yet the idea is spreading, presenting 
banks with a dilemma. Some, such as Citigroup, are trying to bring all their customers’ 
data into the bank. Intuit, the company behind both Mint and Quicken, as well as a rival 
firm, Yodlee, sell software to banks that allows their customers to see their spending 
and balances across all of their accounts. 

Others are concerned about the reputational and security risks that might arise from 
importing or sharing data. BNP Paribas, for instance, is providing its customers with 
powerful tools to analyse their spending, but will not import data on customers’ accounts 
at other banks. “The customer wants power over his data,” says Virginie Fauvel, its 
online-banking director. But “there is too much risk in aggregation…the bank has to be a 
safe place.” 

One obvious strategy is for banks to offer incentives to their customers to do more 
business with them, thus centralising both their transactions and the information. 
Standard Chartered, for instance, offers cheaper loans to customers who have multiple 
accounts with the bank, largely because it thinks the extra information allows it to 
assess risk more accurately. Another method is for banks to follow their customers out 
into the physical world by offering them new ways of paying or borrowing on the fly. The 
most obvious example is mobile banking and payments. 

 

Mobile payments 

A wealth of wallets 

Digital payments pose a 
serious threat to banks 

May 19th 2012 | from the print edition  

 

TURN LEFT OFF the main reception to PayPal’s offices in San 
Jose, open a nondescript door and you step into a garish living 
room dominated by a flat-screen television. This is a laboratory 
for what PayPal calls “couch commerce”: people sit in front of 
the television buying things with their mobile phones or tablet 
computers. Next door is a make-believe shopping mall 
complete with a mock hardware store, grocery and coffee shop. 
In each, consumers can order, buy and pay for things using 
their phones, or even just their phone numbers. 



The virtual mall and living room are exercise grounds for the next big battle in banking: 
over who will control the new digital wallets that will change the way in which people 
shop and spend—and, by implication, the way they save and borrow. 

On the face of it, the business of facilitating payments seems a particularly unpromising 
one for start-ups to enter. Most transfers of money run down a few main highways that 
link banks to one another. They carry huge volumes of traffic and are generally strictly 
regulated. “They move quadrillions a day and take just a few crumbs,” says Simon 
Bailey, a payments expert at Logica, a consulting firm. To consumers, most payments 
appear to be free because they are given away by banks as part of a bundle of banking 
services that some customers subsidise through low interest rates on deposits. 

Yet payments turn out to be a battleground between banks and a slew of innovators 
trying to disrupt the market. Many of these firms have relatively humble ambitions. 
Some are trying to grab thimblefuls of the huge flows of money that wash around the 
world by concentrating on particular areas, such as cross-border payments.  Yet they 
find themselves getting ever closer to offering bank-like services without having to be 
banks themselves. 

There has been massive growth in supplying payments services to tradesmen such as 
plumbers or flea-market stallholders, which until recently could accept payment only in 
cash or by cheque. Yet cheques are bouncy, and although cash has its attractions—
foremost of which is that it is easily hidden from the taxman—carrying large amounts of 
it is risky, and customers can spend only as much of it as they have in their wallets. 

In America two firms, Square and Intuit, lead this market with small devices that attach 
to smartphones and allow even the smallest business or tradesman to accept credit-
card payments. Both firms offer free card-readers to users and then charge them a fee 
of about 2.7% of the amount that changes hands. Both are growing at a rapid clip. 
Square has signed up more than 1m customers since its launch in 2010. Among them is 
the Salvation Army, which last Christmas started testing the device to accept digital 
donations alongside its traditional red kettles. Intuit’s GoPayments, which also launched 
three years ago, says the number of its clients increased by 1,200% last year, though it 
will not give an actual number. “Before this, small businesses would have had to take 
cheques or lose sales,” says Chris Hylen, the head of Intuit’s payments division. 

In little over a year, Square alone has increased the number of credit-card readers in 
America by about a sixth. The growth of both firms highlights the huge pent-up demand 
for mobile payments. Both reckon that some 26m small businesses and self-employed 
people in America had wanted to accept card payments but were put off by the cost and 
the paperwork. A traditional card-reader sells for hundreds of dollars, with fixed monthly 
fees on top, and applicants have to submit to credit checks and provide accounts for the 
previous year—impossible for a start-up. 

Some big banks sneer at these newcomers, arguing that the technology involved in 
adding a card reader to a phone can be easily replicated. In fact, the innovation has less 



to do with the device reader than with a business model that has made a huge 
difference to costs involved in accepting credit-card payments. It is rapidly overturning a 
lucrative industry of “merchant acquisition” that allowed banks to earn wide margins for 
agreeing to provide credit-card readers to shops. The first Square device was built by 
Jack Dorsey, one of the founders of Twitter, who found it so simple that he wondered 
why no one had done it before, says Keith Rabois, Square’s chief operating officer. 
“They literally made this thing work in a month,” he explains. “It took another year-plus 
to navigate the financial-services industry.” 

The success of mobile payments would not have been possible without the massive 
growth in the number of smartphones and the falling cost of computing power, both of 
which are lowering the barriers to new entrants in parts of finance. Smartphones are 
vital to this, because by providing consumers with powerful computing devices and 
internet connections that are always on, they open the way to all sorts of other 
innovations. Square and Intuit can give away their card readers free in part because all 
the processing power to run them is already on the phones they are plugged into. “It is a 
device that can link the online and offline worlds,” says Zilvinas Bareisis, an analyst at 
Celent, a consultancy. “The smartphone gives such a rich experience that we are 
playing games on it, we are tracking stars, so it is a natural extension to check your 
bank account or even make a payment.” Its use is also spreading fast. Nielsen, a 
research firm, reckons that by the end of last year almost half of American mobile-
phone subscribers had smartphones, compared with under a fifth two years earlier. 

 

The two companies whose online-payments experiments are being watched most 
closely are Google and PayPal. PayPal initially set itself up as a mobile wallet that 
would allow people to beam money from one Palm Pilot (an early handheld device) to 
another. That idea died pretty quickly when PayPal realised that people were not 
particularly interested in being able to beam money to someone standing in front of 
them, but that they did want a safe way to send money over the internet to people who 



might be complete strangers. It is now arguably the world’s biggest bank, with more 
than 100m account holders. It provides a virtual wallet that can be used to pay for online 
purchases on a computer at home as well as for things bought in bricks-and-mortar 
stores on a smartphone. The wallet can even be completely dematerialised. In shop 
trials in America, customers were happy to pay at the till by typing in their phone 
numbers and secret code. 

PayPal is also padding out its virtual wallet with other bank-like features such as loans. 
Even after a customer has bought and already paid for something in a shop, PayPal 
offers him various options for funding the purchase. The amount owed can be debited to 
his current account, credit card or debit card. PayPal also offers its own line of credit to 
customers who want to borrow money to pay for things they have just bought. 

A wizard in your pocket 

Since customers can link a vast number of different accounts to their PayPal wallets, 
the system can help them ensure that they always pay for things in the most cost-
effective way. It might suggest they use a store card when shopping at a particular 
retailer to maximise the number of loyalty points they accumulate, but propose that they 
use a different card somewhere else. Such advice poses a serious threat to the banks. 

Google is, for the moment, somewhat coy about its wallet and insists it is working in 
partnership with the banks rather than trying to supplant them. Its wallet allows 
customers to store bank-issued cards on their phones, which they then swipe across a 
reader when paying for something. Google is interested in payments because in rich 
countries more than 90% of all shopping still takes place in real stores rather than 
online. It too threatens to stand between banks and cardholders. 

 

In Europe, where the market is more 
fragmented, the idea of an electronic wallet 
has been slower to take off. iZettle, a 
Swedish firm, also offers free card readers 
and charges a fee similar to Square’s and 
Intuit’s. It reckons it has already expanded 
the number of merchants able to accept card 
payments by about 15% in Sweden, and has 
recently expanded into Denmark, Finland and 
Norway. 

Some emerging markets are leapfrogging 
rich ones, going straight to mobile banking 
from having hardly any banks in rural areas. 
In Brazil and India banks are also reaching 
far beyond their traditional branch networks 



by using agents. These are often shopkeepers in small villages, equipped with mobile 
phones and card readers. Customers can make small deposits, withdrawals and money 
transfers through these agents instead of visiting faraway branches. 

The poster-child of mobile banking is Kenya, where some 14m people now save and 
send money using M-Pesa, a telephone-based banking system. It allows them to 
deposit with or withdraw cash from a network of small agents. Similar systems have 
also been deployed in places such as Bangladesh, Uganda, Nigeria and the Philippines, 
but with less success. 

In this rapidly evolving market even relatively young firms run the risk of being outpaced 
themselves by fresh and even more disruptive innovations. One such very new firm is 
Stripe, which has attracted investment from some of the original founders of PayPal and 
is trying to muscle in on PayPal’s online market. It wants to make online payments 
easier to accept for website owners than by using PayPal or Google. 

The agony of choice 

There are two big and interrelated questions about how people will behave when they 
start using electronic wallets on a large scale. The first is whether they will consolidate 
all their spending into a single account or spread it even more widely than they do now. 
The arguments seem finely balanced. Those who expect spending to be consolidated 
reckon that when people are no longer faced with a physical choice, they will simply use 
whichever card or account has been set as the default. Those who think that spending 
will be spread more widely point out that phones eliminate the inconvenience of carrying 
around a lot of different cards, which may prompt some consumers to have more 
banking relationships. 

The second question is whether consumers will use just one electronic wallet on their 
phones, choosing between, say, Google, PayPal and their own bank, or whether they 
will have several. Most analysts think that consumers will gravitate towards a single 
electronic wallet which will hold many cards. This is because there may be significant 
benefits to be gained from aggregating transactions and the data associated with them. 
For example, PayPal’s wallet will allow consumers to use various stores of value 
besides money when paying for goods or services. These could include coupons, 
loyalty points from stores and banks and air miles from airlines. PayPal stands to profit 
from steering customers into shops, perhaps by reminding them that they have unused 
coupons. It could also tell shopkeepers about the tastes of their customers, allowing 
retailers to make targeted shopping offers (“this would look great with the black skirt you 
bought last week”) or extend credit on the fly. 

Google, too, is hoping to do far more with its wallet than process payments, which it 
sees as akin to queries typed into its search engine. In the same way that it sells 
advertisements that are precisely targeted to a user’s search, it hopes to be able to 
deliver offers matched to people’s spending patterns. 



Innovations of this sort are forcing big banks and the credit-card networks to respond in 
kind, either by teaming up with the innovators or building their own competing systems. 
Some are doing both. Citigroup is working with Google; at the time of writing it is the 
only bank to have its card in the Google wallet. “I’m not sure any of us will carry 
[physical] wallets ten years from now,” says Michelle Peluso, the head of marketing and 
internet banking for Citigroup’s consumer business. 

JPMorgan has built its own network to allow people to make payments by e-mail, using 
their phones or computers. In Britain Barclays recently introduced a similar system. 
“Technology is to some extent disintermediating legacy banks,” says Antony Jenkins, 
the head of retail and business banking at Barclays. “But we also see it as a huge 
opportunity because with our access to the banking system and our technology we can 
build these [systems] ourselves.” 

Remittances 

Over the sea and far away 

The business of sending money across 
borders is lucrative, fast-growing and 
ripe for change 

STANDING JUST INSIDE the entrance to Wells Fargo’s head office in San Francisco is 
a magnificent antique stagecoach complete with a strongbox and a seat next to the 
driver for the “shotgun messengers” who worked for the bank. It is a reminder that in the 
not-too-distant past one of the main jobs of banks was to lock money in boxes and 
move it around the world under guard. For companies, these days, big global banks 
provide a virtual version of this, with networks that let them sweep up cash from far-
flung outposts every day. For the biggest firms and banks, the money never stops 
flowing. It follows the rising sun, financing trade and payrolls, and then moves on as 
night falls to do the same again in another part of the globe. 

For consumers who want to “wire” money to some far corner of the world, less has 
changed since the days of the Old West. If you try to send a small amount of money 
from America to the Philippines, say, or Mexico, you will probably have to queue at a 
neighbourhood money-transfer agent and pay a fee that could easily reach 10% of the 
value of the remittance. 

The World Bank reckons that cross-border remittances added up to $483 billion last 
year. These are mainly small amounts sent regularly by migrants to their families back 
home. As the number of migrants has swelled, so too have the remittances: by about 
8% annually in recent years, says the bank. 



Surprisingly, most big banks have shown little interest in helping these flows along. The 
Organisation for Economic Co-operation and Development reckons that banks handle 
just 5-10% of remittances between America and Latin America, one of the world’s 
biggest payment corridors . Although the margins are fat, banks largely avoid this 
business because the existing interbank transfer systems were built to move money in 
big lumps rather than by the spoonful. So most banks have offered small-scale cross-
border transfers as an afterthought and made them so expensive and inconvenient that 
they are rarely used. Most take days to process, and if a payment goes awry the 
customer gets little help. A charge of $25 or more to send money to another country is 
common, and banks often load on extra fees of 2-3% when they switch currencies. 
Many banks charge not only for sending money but also for accepting it. A World Bank 
study in 2009 found that banks charged an average of 12% for small remittances, 
whereas money-transfer agents such as Western Union averaged 9%. 

Even though they undercut the banks, money-transfer agents earn mouth-watering 
margins on remittances 

Western Union is the gorilla of money transfers, handling close to $1 in every $5 that is 
wired around the world. Last year it sent close to $80 billion, working through almost 
half a million agents. Its next-largest global competitor is MoneyGram, which transfers 
about $20 billion a year. UAE Exchange is a bit bigger, but still has a strong regional 
focus. There is also a plethora of small money-transfer agents that spring up in kiosks 
and grocery stores in areas with large migrant populations. 

Even though they undercut the banks, money-transfer agents earn mouth-watering 
margins on remittances. Western Union’s were above 28% in many of its biggest 
markets last year. Margins are so fat because pricing is far from transparent. Western 
Union, for instance, sets prices for individual customers depending on where they are 
and the amount they send. To wire $500 to Mexico from Dallas costs $14. To send the 
same amount from New York costs $25. 

The nimble shall profit 

Given such margins, this market is attracting some interest from new tech firms that 
think it is ripe for disruption. One of the best-known of these is Xoom, a San Francisco-
based internet firm backed by some of the smartest money in Silicon Valley. It charges 
a flat fee of $5 or $6 per transaction. The reason it is able to keep it so low is that it has 
moved one leg of the transaction online. Most remittances are deposited in cash and 
withdrawn as cash, but Xoom has managed to persuade almost all its customers to 
make their transfers from bank accounts (a few use credit cards, which are more 
expensive for Xoom). The company is still tiny compared with rivals—last year it 
handled about $1.7 billion—but it is growing fast. Its service is very convenient. Many 
customers send money from their bank accounts using their phones while commuting to 
work. This year Xoom expects to transfer about $3.4 billion. It reckons that even with 
charges this low it can achieve better operating margins than Western Union. 



 

If Xoom can save money by moving one leg of the transaction online, then why not 
move both legs? John Kunze, the company’s chief executive, explains that the 
recipients are often in countries with undeveloped banking systems and a strong 
preference for cash. “The rule we have is never ask Mom to change her behaviour,” he 
says. 

For those who are willing to move onto an entirely electronic platform, transferring 
money abroad can be a lot cheaper still. CurrencyFair is a peer-to-peer marketplace 
that started up just over a year ago after one of its founders, Brett Meyers, was charged 
huge bank fees hidden in the exchange rate when transferring money abroad. After 
that, he started ringing up friends abroad to see who wanted to swap currencies. The 
result was an online marketplace that matches people wanting to buy and sell 
currencies. In the main corridors, such as that between Britain and the euro area, very 
little money ever crosses borders. Someone wanting to sell sterling and buy euros 
deposits their pounds with the firm and is matched with people who have deposited 
euros and want sterling. Whereas most banks charge about 2.5% through the spread 
between their buying and selling prices for a currency, on CurrencyFair the participants 
decide on the rate. If a transaction is completed, CurrencyFair charges 0.15% of its 
value and a small fee to send the money to the recipient’s bank account in the new 
currency. In practice this means that for the moment people would generally need an 
account in each country, or at least a friend to whom they could send money. 
CurrencyFair says it is planning to add cash delivery. If matching parties cannot be 



found, CurrencyFair itself will quote a rate that it obtains from wholesale markets, with a 
fee of about 0.5% added on. 

Another option is sending money from one phone to another. M-Via, an American firm, 
lets people in America top up their phones at 7-Eleven stores or other shops and then 
send the money to other members. Cash can be withdrawn from ATM machines using 
cards linked to the accounts, or the money can be spent using a debit card. 

New online services are emerging for businesses too. The Currency Cloud, a London-
based firm, has received $4m in funding from venture capitalists to build an automated 
foreign-exchange system to help businesses make and receive payments in 140 
currencies. 

Boots on the ground 

But good ideas on their own are not enough to overcome the many barriers to entry in 
this business. Perhaps the biggest one is the need for a network for taking in and 
handing out cash. Western Union, for instance, has kept increasing its share of the 
market partly because it has raised the number of agents in its network nearly fivefold 
over the past few years. Branding is also important. Western Union is able to charge 
more than some of its competitors because its customers are willing to pay a premium 
for a well-known name with which they feel safe. 

A third barrier, and one that will probably become higher with time as more transactions 
move online, is knowledge and risk control. “If you aren’t very good at fraud detection in 
this business, you either end up bankrupt or in jail,” says Xoom’s Mr Kunze. “The 
fraudsters are reading all the books we are. They are PhDs themselves.” 

Given these barriers, many of the new entrants are likely to look for alliances and 
partnerships rather than try to disrupt the market alone. This has already started to 
happen. M-Pesa, the Kenyan firm that allows people to send money to each other over 
the phone, has teamed up with Western Union to let people in 45 countries send money 
directly to M-Pesa’s users in Kenya. 

New entrants to this market do not need to take a dominant share of it to make a big 
difference to the way it operates. In most of the main corridors with plenty of 
competition, the fees charged by banks and traditional money-transfer agents are falling 
sharply. One old-school bank that is successfully making the transition to the online 
world is India’s ICICI bank, which between 2008 and 2011 increased its share of the 
remittances market by well over 50%, making it number four in the global rankings, 
according to Aite Group, a research firm. Its customers are both tech-savvy and price-
conscious, and they quickly took to cheaper internet transfers. 

 



Wealth management 

Private pursuits 

Many banks are hoping that wealth 
management can restore their fortunes 

 

“STRATEGICALLY, I THINK in terms of millionaires and billionaires,” says Jürg Zeltner, 
the head of wealth management at UBS, a Swiss bank. It is a claim that many big banks 
would like to make about their clients. Few can. With a squeeze on revenues from 
banking services for more down-at-heel folk, many of the world’s biggest banks, as well 
as some smaller ones, hope to plump up their profit margins by serving the very 
wealthy. Yet margins in private banking and wealth management are also being 
squeezed, and new competitors from outside banking stand a good chance of breaking 
into this market. 

Self-evidently, the big attraction for banks is that rich people have more money to invest 
and spend on advice than poorer ones. Definitions of rich customers vary from bank to 
bank and region to region, but there is a rough pecking order. Customers with financial 
assets above $1m (not counting their homes or businesses) are generally classified as 
high-net-worth individuals, and those with assets of $10m-30m as ultra-high-net-worth. 
The Boston Consulting Group puts the total investible assets of the world’s wealthy at 
around $122 trillion last year, almost enough to buy all the shares traded on the New 
York Stock Exchange ten times over. Capgemini and Merrill Lynch come up with a more 
modest estimate of about $43 trillion. Whichever number is right, the market is certainly 



big enough to be interesting; and everyone agrees that it is growing quickly. The rich 
world is still home to most of the world’s money: about a third is in America and another 
third in Europe. Yet the fastest growth is in Asia, where the assets of the rich increased 
by almost a fifth in 2010 (see chart). 

The market is lucrative as well as large. Before the 2007-08 financial crisis private 
banks generally earned revenues of about 1% of the assets they looked after. Those in 
“offshore” centres such as Switzerland, which used to be discreet to a fault, tended to 
ask for a bit more and those in America a bit less. According to McKinsey, such fees left 
banks with a margin of about 0.35% of their clients’ money under management. There 
are other attractions to this business: it does not require large amounts of regulatory 
capital and it is easy on the balance-sheet since most very rich people lend more to 
banks than they borrow from them. 

New capital regulations are making it even more enticing, though rules chipping away at 
bank secrecy have the opposite effect. The Basel 3 rules requiring banks to set aside 
plumper capital cushions against loans that may go bad are causing many to shrink 
their loan books and expand in areas that do not require much capital, such as private 
banking. And with banks having to fund more of their balance-sheets from deposits 
rather than from flighty capital markets, they are scrambling to get their hands on a 
bigger share of this wealth. 

 

Good things come in small packets 

Yet few banks have managed to scoop up a significant part of it. Scorpio Partnership, 
which gathers data on the industry, reckons that the 20 biggest private banks and 
wealth managers look after little more than $11 trillion between them. The fragmentation 
of the market makes it attractive to newcomers, which reckon they stand a fair chance 
of grabbing a slice of it, as well as to larger incumbents, which are intent on getting 



more. “Every other billionaire has an account with us,” says Sergio Ermotti, UBS’s chief 
executive. Even so, he thinks there is considerable scope for the bank to increase its 
share of the market, not least by doing more business with existing customers. 

That may be harder than it sounds. Rich people are more demanding and cost more to 
serve than the poor. Most private banks or wealth managers try to strike a balance 
between cost and revenue by giving different clients different amounts of service. The 
extraordinarily rich get extraordinarily good service, with expert advice on anything they 
could possibly want, from help with finding a yacht broker to information on the best 
boarding schools. Such advice generally does not come cheap and is difficult to scale 
up. The very best private bankers tend to be well educated and well versed in financial 
markets—the sort of people who might be chief investment officers at fund-
management firms. It helps if they have gone to the right schools, are over 50 and 
perhaps play polo. “Wealthy clients want relationship managers who are just like them,” 
notes one private banker. At the same time banks do not want their star managers to 
get too close to their most lucrative customers, because they are worried that if the 
managers leave they might take their clients with them. The very best employees are 
disproportionately well paid, as in investment banking. 

In Asia and Latin America, the fastest-growing markets for private banking, these 
problems are magnified by a shortage of experienced bankers, particularly older ones. 
“In Asia seniority is incredibly important,” says Christian Edelmann of Oliver Wyman. 
“You just can’t have a 30-year-old banker servicing a 50-year-old entrepreneur.” 

At the same time as the cost of hiring private bankers is rising, revenues in private 
banking are falling. Since the financial crisis, fees in most rich countries have dropped 
by 10-20%. This is partly because the wealthy demurred at paying through the nose as 
they watched their assets plunge along with everyone else’s. Many of them also moved 
their money out of risky or complex investments to safer ones such as government 
bonds or cash, which promise lower returns and generate much lower fees. 

Moreover, competition on fees is intensifying, especially at the top end. Over the past 
few decades many billionaires have set up their own “family offices”, which provide 
many services previously supplied by private banks. They often employ in-house 
investment managers who negotiate hard on fees. “Our ultra-high-net-worth clients are 
institutional clients,” says Mr Ermotti at UBS. “We treat them like we treat our clients on 
the institutional side in the investment bank.” 

As rich clients behave more like institutions, it also becomes easier for big investment 
banks to win their business. Goldman Sachs and Barclays have been particularly active 
in this field, offering sophisticated investment-banking products. Investment banks can 
also offer rich clients the chance to put their money into companies before the shares 
are listed. Goldman Sachs, for instance, led a $1.5 billion private placement of shares in 
Facebook in January 2011 which it offered to its private clients outside the United 
States. In Asia and Latin America, where the numbers of very rich people are growing 
fastest, the big global investment banks are also stepping up their efforts to get deposits 



to fund their investment-banking and corporate businesses. That, too, will drive down 
margins for traditional wealth managers, forcing them to pay more attention to the 
merely rich rather than just the extremely wealthy. 

On the top floor of an upmarket shopping mall in Singapore, next door to a spa offering 
beauty treatments and massages, is an establishment that looks like a private club. Its 
wood-panelled walls are hung with artworks and there are book-lined corners with 
comfortable chairs. The only hint that this is a bank is a guard with a large revolver 
strapped to his belt who stands near the entrance. Here clients of the private-banking 
arm of Citi, an American bank, can get advice on anything from buying a private jet to 
setting up a trust for their children. This is familiar territory for the traditional wealth 
managers who offer such services to customers with tens of millions of dollars to invest. 
But it is new ground for big corporate and commercial banks such as Citi, JPMorgan 
Chase and HSBC that now hope to cater to the needs of those who can invest mere 
millions. 

This is the part of the market that banks have traditionally found difficult, because the 
revenues it generated never quite matched up to the costs of providing the elaborate 
service it required. Big banks are having another go now because they hope that thanks 
to new systems and technology they can partly automate what was previously bespoke 
investment advice. The meeting rooms may still be mahogany-lined, the advisers may 
be bright and polished, but much of the thinking about asset allocation and risk 
management will be done by computers. 

For HSBC the big opportunity is people with less than $5m to invest. “That is where you 
can get the intersection of the best economics [and] you can build the best industrial 
solution,” says Simon Williams, HSBC’s group head of wealth management. The bank 
already has millions of affluent customers who use its credit cards and current accounts. 
The challenge is to get them to give it their investment business too. 

Citigroup has grown big in Asian private banking and wealth management by rigidly 
segmenting its customer base. It offers its highest level of service only to those who put 
$10m or more with the bank, but thanks to heavy investment in technology it is now able 
to provide sophisticated financial products and advice at relatively low cost to customers 
whom traditional private banks would not have found profitable. A big selling point for 
banks with large international branch networks such as Citi and HSBC, and even 
regional powerhouses such as Standard Chartered, is their reach abroad. Affluent 
clients want to be sure that they can quickly get help if they lose their wallets while 
travelling, say, or need to send money across borders. “Even a billionaire needs a credit 
card, he also needs online banking, he needs to be able to write a cheque,” says 
Jonathan Larsen, Citi’s head of consumer banking in Asia. 

Yet the big network banks are also facing new competition from fast-growing domestic 
banks in emerging markets. Itaú Unibanco, Brazil’s biggest private bank, has built a 
business that is the envy of many international rivals, and is expanding fast across the 
region. In Asia, banks such as China Merchants Bank, Hang Seng Bank, OCBC and 



HDFC are bundling investment products with banking services for wealthy customers, 
says John Caparusso of Standard Chartered in Hong Kong. 

Smaller, cheaper, better 

Specialist firms have also entered the market, offering advice that they say is free from 
the conflicts of interest that bedevil network banks (which generally try to earn a 
commission from selling investment products) and investment banks (which often try to 
sell their own products and channel trades through their own brokers). One such firm is 
Vestra Wealth, formed by a group of former UBS wealth managers. “There is an 
inherent conflict between trying to be an adviser and trying to sell a product,” says David 
Scott, one of the firm’s founders. 

The biggest threat to incumbents, however, comes from outside the traditional banking 
sector, where hungry innovators are trying to cut the cost of investment advice and 
wealth management drastically. The most fertile ground for many of these new firms is 
in California, where a generation of technology entrepreneurs that made its money 
online is preparing to invest it online too. The region is already awash with traditional 
wealth managers. UBS, Goldman Sachs, JPMorgan and others are expanding in San 
Francisco and around Silicon Valley. They have recently been joined by online rivals 
such as Wealthfront, MarketRiders and Personal Capital, all of which use technology to 
help clients build customised asset portfolios at a small fraction of what traditional 
wealth managers would charge. 

The biggest threat to incumbents comes from outside the banking sector, where hungry 
innovators are trying to cut the cost of wealth management 

Wealthfront, which is aiming its offering squarely at Silicon Valley’s new rich, will 
manage money for a fee of 0.25% a year, using sophisticated algorithms that measure 
risk tolerance and build a diversified portfolio. Another new entrant is Personal Capital, 
started by Bill Harris, a former chief executive of PayPal and Intuit. It tries to straddle the 
world between cheap online wealth management and the old world of private banking. 
Customers can sign up online but the firm provides expert portfolio and tax-
management advice and assigns wealth managers to individual customers. In Britain a 
firm called DCisions has crunched the data on millions of portfolios to obtain risk-
adjusted returns as benchmarks for new investors. The data show up clearly how 
wealth managers’ fees have affected the value of the portfolios and what difference the 
managers’ advice has made. 

Tom Blaisdell, a partner at DCM, a venture fund, manages his savings through 
MarketRiders. For a flat fee of $14.95 a month the firm assesses his tolerance for 
investment risk and helps him construct a portfolio of investments using exchange-
traded funds that he can buy through any discount broker. The firm monitors his asset 
allocation as markets move and sends him quarterly instructions on what to buy or sell 
to rebalance his portfolio. “I’ve got a personal rant on this but 90% of what people call 



‘investing’ in this country is what I call ‘gambling’,” says Mr Blaisdell. “It is a big area for 
innovation.” 

Betterment has a simple interface that allows its customers to divide their investments 
between a basket of stocks and one of bonds. For a fee of 0.15% the company will keep 
rebalancing the portfolio between the two. Among its investors is Sean Parker, 
Facebook’s founding president. 

Many private bankers are openly scornful of such do-it-yourself wealth management. 
They point to the rise of online stockbrokers a decade ago that led to predictions of the 
death of wealth management. Yet their business is bigger than ever because most 
customers are not confident enough to trade. 

Even so, the newcomers’ influence is already changing the way the rest of the market 
works. Fees across the industry are falling and becoming more transparent. That will 
force banks to offer their own online wealth-management services and to invest in 
online systems that will provide sensible advice at low cost. Those that are best placed 
to succeed are likely to be large international banks with extensive retail branch 
networks. 

 

Winners and losers 

World, here we come 

The biggest beneficiaries from the retail 
renaissance will be large international 
banks 

 



ALMOST TWO DECADES ago Bill Gates, one of the founders of Microsoft, famously 
dismissed retail banks as “dinosaurs”. Conservative bankers regularly trot out this 
anecdote to show that it is naive to expect rapid change in such a traditional business. 
Would-be innovators in banking, for their part, often quote another comment by Mr 
Gates: that people tend to “overestimate the [technological] change that will occur in the 
next two years and underestimate the change that will occur in the next ten”. 

Banking has been surprisingly little touched by the rise of the internet. It may have 
embraced many of the trappings of digitisation, such as providing customers with online 
access to their bank accounts, yet retail banks have invested more effort in bricks than 
in clicks over the past decade. At a time when businesses from music stores to travel 
agents have already disappeared from most high streets, the banking industry, which in 
the mid-1990s by some estimates already had more square metres of retail space than 
did general department stores in America, has built yet more branches. 

Many bankers are feeling complacent. Having been told in turn that the credit card, the 
ATM and the telephone would completely transform their business, and then found that 
business carried on much as usual, they have been rightly sceptical about similar 
predictions for the internet. Those who decided to adopt digital technology early on 
incurred huge costs in building new computer systems on top of the outdated ones that 
were already in place, for little immediate benefit. Francisco González, the chairman 
and chief executive of BBVA, compares this task to changing the engine on a lorry as it 
is speeding down a road. 

Yet their past scepticism over digitisation now threatens to leave the banks dangerously 
unprepared for the future. “Technology is at a turning point,” says Mr González. “In a 
few years’ time you will see that there is a very new way of doing things, and valuations 
of banks that are doing them will change dramatically.” The migration of banking 
transactions and customers from branches to mobile phones and to the internet 
promises to transform not just the ways in which people bank, but also whom they bank 
with. 

The lure of cheaper money 

 

The first big impact of widespread digitisation 
is likely to be a transformation of the cost 
base of those banks that embrace it. For 
example, Santander has a cost-to-income 
ratio of 45%, the lowest among big 
international banks (see chart). Such low 
costs allow banks to offer more attractive 
rates on loans and deposits yet still earn 
profits that will keep shareholders happy. 
This means that more efficient banks will 



inevitably get a bigger share of the cake in concentrated markets, such as Britain, and 
buy weaker, less efficient competitors in fragmented markets such as America. That 
may do much to restore profitability to a business which has been mercilessly squeezed 
by requirements for higher capital ratios, at a time when wholesale funding is becoming 
more expensive or drying up altogether. 

Small, local banks are likely to suffer most. As consumers do more banking online and 
on their mobile phones, it is becoming less important to maintain bank branches on 
every street corner. The emphasis now is on clever (and costly) mobile-banking 
applications and tools that allow customers to aggregate their data and manage all their 
accounts from a single screen. 

Observers have long been predicting a “hollowing out” of the middle in banking in which 
only the very big and efficient and the very small and local would prosper. The high cost 
of technology and the gains it promises are now tipping the balance more firmly in the 
direction of the very big ones and against small regional or community banks. And 
although the big banks that concentrate mainly on domestic business—such as Wells 
Fargo in America, Itaú in Brazil and Lloyds in Britain—enjoy enormous advantages in 
their home markets, they now face several fresh challenges. 

For dominant domestic banks the big obstacle to growth is the need to keep the 
regulators happy. Banking is among the world’s most tightly regulated businesses. In 
the years since the financial crisis regulation has become more intrusive. This inhibits 
innovation and raises barriers to entry. Much of the experimentation and innovation in 
banking has therefore taken place on its fringes: in facilitating payments, for instance, or 
in finding new ways of crunching data. If disruptive technologies were to threaten the 
existing order, and hence financial stability, regulators would probably throttle them. 

At the same time regulators are trying to stop banks from getting too big. Lloyds is 
having to sell some branches to reduce its dominance of the market. In America, Wells 
Fargo, JPMorgan, Bank of America and other large domestic banks are already barred 
from buying other American retail banks. They can still grow organically, but if their 
share of domestic deposits rises much above 10% they may come under pressure to 
call a halt. 

That is likely to make them turn their attentions abroad, even as international 
competitors such as Santander and BNP Paribas start to gain ground in their home 
markets. Some new regional powerhouses are already emerging. South Africa’s 
Standard Bank now has branches across Africa. Singapore’s DBS Bank is spreading 
across Asia and is becoming a formidable competitor to the big international banks such 
as Standard Chartered, HSBC and Citigroup in some of the world’s fastest-growing 
markets. 

Until now, retail banking (unlike the investment and wholesale sort, which are largely 
international businesses competing in global markets) has not travelled well, but that is 
changing, for two reasons. One is that digitisation is at last producing significant 



economies of scale across national borders. Banks are increasingly able to centralise 
computer systems and to use common platforms. 

Jan Verplancke, the chief information officer of Standard Chartered, says that 
international banks build their large computer systems in the places that have the most 
reliable communications and power networks and are least prone to natural disasters. 
For his bank, that means running much of its global network out of Hong Kong and 
London. Until recently, incompatible legacy systems made it very hard to use common 
computer systems across different countries. Now it is getting easier as banking moves 
from bespoke mainframe computers to racks of smaller servers that can be scaled up 
as needed. 

The second reason why internationalisation is spreading is what McKinsey’s Mr Rodeia 
calls “economies of skill”, meaning that successful banks are getting better at 
standardising their procedures and systems. The trailblazer has been Santander, but its 
relentless effort to make its systems exactly the same everywhere is being emulated by 
Citigroup, HSBC and Standard Chartered. When Citigroup hit on a successful branch 
format in Singapore, it quickly replicated it across Asia and in the Americas. 

This is not to say that local scale is unimportant. As a rule of thumb, both HSBC and 
Santander reckon that to operate effectively they need at least 5-10% of the market. 
Standard Chartered provides a full range of services in markets where it is strong and a 
pared-down version in countries where it has only a small share of the market. “We 
recognised early on that we could not build a full-scale Standard Chartered everywhere, 
so we focused on how we would compete rather than doing one size fits all,” says Steve 
Bertamini, the head of its consumer bank. 

You’ll never walk alone 

Economies of skill can also involve “softer” advantages such as sharing knowledge 
across networks. Jean-Laurent Bonnafé, the chief executive of BNP Paribas, says of its 
American subsidiary: “The main synergies we have with Bank of the West is the way we 
run the bank. This is a mid-sized bank that has 100% access to anything that is 
interesting to it within the BNP Paribas group.” For example, in the middle of San 
Francisco a commanding storefront is being refurbished for a new wealth-management 
business being started by Bank of the West. It is using a blueprint provided by its parent 
but new to the local market. 

The internationalisation of retail banking is already delivering significant benefits to 
consumers. In countries with inefficient or oligopolistic banking markets a new outpost 
of a large international bank can often unleash competition that improves the service 
provided by all banks in that country. It also allows the small but growing portion of 
people who work or study abroad to bank seamlessly with the same institution that they 
use at home. This eases the travails of opening a new account abroad (which sounds 
simple until you try it) and transferring money across borders. 



The impact will soon be felt not just in retail banking but also in the high-flying world of 
wholesale and investment banking. As big retail banks spread, they will be well 
positioned to match buyers and sellers, borrowers and savers across borders. Some of 
the huge flows of money that before the financial crisis surged through capital markets, 
leaving rich pickings for investment bankers who arranged bond and share issues or 
syndicated loans, will now flow through the internal pipes of international banks. Firms 
such as Morgan Stanley, Credit Suisse and UBS, which previously posted bankers in 
the world’s financial capitals and financed deals in the capital markets, will now play 
second fiddle to global retail banks that are able to tap the savings of their customers. 

Little more than a decade ago most retail banks feared the internet. Then they decided 
largely to ignore it. Now it is becoming ever clearer that the future belongs to those that 
are nimble and far-sighted enough to embrace it. 

 

 

 

 

 

 


