
Transformations in the Finance Industry

Suresh Done 
Founder and Chief Architect 



• About Finance Industry

• Regulatory Sandboxes

• Technology Innovations

• Business Model Innovations

• Risk Evaluation Methods

• Case Study

Agenda



▪ Has more than 30+ years of experience in IT and Engineering
▪ Certified and Accredited Trainer for TOGAF® 9, ArchiMate®, IT4IT™, 

Open FAIR™ 
▪ Provided Enterprise Architecture consulting services to major 

companies in Finance, Automotive, Health and Retail Industries across 
the globe

▪ Provided IT strategy, planning and direction to several companies 
across the globe

▪ Previously worked as a Scientist at SERC, a structural engineering lab of 
CSIR, India 
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Methodology
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▪ SNA Technologies is one of the

leading companies in Enterprise 

Architecture

▪ Recognized as one of the top 20

companies in the world by a 

magazine called CIOReview

▪ CIOReview also recognized SNA as

“Company of the month” for EA special

July 2015 edition



About Finance Industry



Fintech 1.0 (1866-1967) 

From analogue to digital

• Money is a technology evidencing transferable values, and the emergence of early calculation 
technologies like the abacus greatly facilitated financial transactions.

• Finance evolved alongside trade, and double entry accounting emerged from this in the late Middle 
Ages and Renaissance.

• In the late 19th century, technologies such as the telegraph, railroads and 
steamships underpinned financial inter-connections across borders.

• By this time, a global telex network was in place, providing the 
communications foundation on which the next stage of 
fintech could develop.



Fintech 2.0 (1967-2008) 

Digitalization of traditional finance service

• In the late 1960s and 1970s, electronic payment systems advanced rapidly.

• The Inter-Bank Computer Bureau was established in the UK in 1968, forming the basis of today’s 
Bankers’ Automated Clearing Services.



• The US Clearing House Interbank Payments System was established in 1970, and Fedwire became an 
electronic system in the early 1970s. Reflecting the need to interconnect domestic payments systems, 
the Society of Worldwide Interbank Financial Telecommunications was established in 1973, followed 
soon after by the collapse of Herstatt Bank in 1974, which highlighted the risks of increasing 
international financial interlinkages.

• This crisis triggered the first major regulatory focus on fintech, with the establishment of the Basel 
Committee on Banking Supervision of the Bank for International Settlements in 1975, leading to a series 
of international soft law agreements.

• In 1987, stock markets around the world crashed on ‘Black Monday’.

• The effects of the crash were a clear indicator that global markets were technologically interlinked.

• The reaction led to the introduction of ‘circuit breakers’ to control the speed of price changes, and led 
securities regulators worldwide to create mechanisms to support cooperation



• In addition, the Single European Act 1986, the 1986 Big Bang financial liberalization process in the UK, 
and the 1992 Maastricht Treaty set the baseline for the full interconnection of EU financial markets by 
the early 21st century.

• The advances through the mid-1990s highlighted the initial risks in complex computerized risk 
management systems, with the collapse of Long-term Capital Management after the Asian and Russian 
financial crises of 1997-98.8 However, the next level of development began in 1995 when Wells Fargo 
began providing online consumer banking. By 2001, eight US banks had at least one million customers 
online.

• In the late 1990s, the internet provided the foundational change that made Fintech 3.0 possible a 
decade later. E-banking and all of the developments of Fintech 3.0 were a product of the new internet 
era.



Fintech 3.0 (2008- Present) in developed countries

• After the Global Financial Crisis, the brand image of banks, especially in the UK and US, was severely 
shaken. A 2015 survey reported that Americans trust technology firms more than banks to handle their 
finances.

• The same phenomena appears to exist in China where over 2000 (peer-to-peer) P2P lending platforms 
operate outside a clear regulatory framework and yet this does not deter millions of lenders and 
borrowers, due to the cheaper cost, apparently better potential return and increased convenience.

• Post-crisis regulation increased banks’ compliance obligations and costs, and restricted credit.

• Ring-fencing obligations and increased regulatory capital for banks changed their incentive or capacity to 
originate low-value loans



• Young digitally savvy populations equipped with mobile devices

• A fast-growing middle class

• Inefficient financial and capital markets creating opportunities for informal alternatives

• A shortage of physical banking infrastructure;

• A behavioral pre-disposition in favor of convenience over trust

• Untapped market opportunities

• Less stringent data protection and competition

Fintech 3.5 in emerging markets



Africa: Greenfield opportunities for fintech

• At most, 20 per cent of African households have access to formal or semi-formal financial services 
compared to 60 per cent of Asian households

• Tele-communications companies have taken the lead in fintech developments 

• Mobile money — the provision of basic payment and savings services through e-money recorded on a mobile 
phone — has achieved its greatest success in Kenya and, more recently, Tanzania 

• Most well-known success story in Africa is that of M-Pesa, launched in 2007 



Fintech opportunities and limitations in the Asia-Pacific region

• Slower IT spending by APAC traditional banks

• Public distrust of the state-owned banking system (due to corruption and inefficiency)

• Limited branch network distribution Very high mobile telephone penetration rates, particularly 
smartphones.

• Since 2009, over 2000 P2P lending platforms  have emerged in China, and we should not expect this growth to 
slow, especially with the government’s Internet Finance Guidelines issued in July 2015



China: Transitioning its financial market for the 21st century

• AliPay processes over one million transactions each day by 
means that resemble a traditional bank, without being a bank

• Alibaba has also fulfilled two main government policy 
objectives

o Created 2.87 million direct and indirect job opportunities

o Provided over 400,000 SMEs with loans ranging 
from $3000 to $5000

• AliPay’s introduction of facial recognition payment in March 
2015 was followed by MasterCard in July 2015



• SME lending by Alibaba in 2010 using alternative credit-scoring data is now used in the US and 
Japan, and by Amazon in Europe

• Over the past three years, there have been 111 million new internet banking customers, a 19 per 
cent increase in new personal bank accounts, and a 24 per cent increase in online payments.

• It is expected that by 2020 there will be 900 million digital banking customers, and by 2017 over 
900 million Chinese will be credit-scored using alternative data points



• Established to allow innovative Fintech businesses to navigate the regulatory requirements by ‘testing’ 
their business concepts without having to comply with certain financial regulations

• While operating in the sandbox, businesses can conduct certain transactions and services within defined 
threshold limits, which allows them to innovate while protecting consumers and the integrity of the 
financial system

• Businesses being required to fully comply with financial regulation after the testing phase is complete

Regulatory Sandboxes



UK's Regulatory Sandboxes

FCA launched its regulatory sandbox in 2016 as part of its Project Innovate

To obtain support through the innovation hub the business needs to satisfy several eligibility criteria

• The product is a genuine innovation i.e. is it ground-breaking or significantly different

• The innovation offers a good prospect of identifiable benefit to consumers (either directly or via heightened 
competition)

• The business has invested appropriate resources in background research to understand the regulations

• The business has a genuine need for support through the innovation hub

Covers claims in relation to deposits, investment business, home finance, insurance policies and insurance 
broking, provided by businesses authorized by the FCA and the Prudential Regulation Authority (PRA)



• Allows eligible businesses to notify the regulator and 
then commence testing without an individual 
application process

• Licensing exemption has attracted the objections of 
consumer groups

• Consumers do not receive compensation for losses 
where a financial services business is insolvent
and does not have adequate professional indemnity
insurance cover

Australia's Regulatory Sandboxes



The participants in the sandbox are required to ensure that:

• There are clear definitions in place about the scope and 
phases (if any) of the trial

• Adequate customer protection measures are in place

Risk management controls are in place to mitigate the risks arising 
from less than full compliance with supervisory requirements

The systems and processes are ready for the trial

Qualified firm must be licensed in accordance with the SFO 
(Securities and Futures Ordinance )

Hong Kong's Regulatory Sandboxes
Hong Kong Monetary Authority (HKMA), launched its sandbox, the Fintech

Supervisory Sandbox (FSS), on 6 September 2016



The Singaporean financial regulator, MAS, established a 
Financial Technology & Innovation Group and a Fintech 
Office

MAS’s innovation lab ‘Looking Glass @ MAS’ is aimed at:

• Allowing MAS to test Fintech solutions with industry 
participants

• Facilitating consultations for Fintech start-ups by industry 
experts (including on legal and regulatory issues)

• Providing training sessions and networking activities for 
the Fintech community

Singapore's Regulatory Sandboxes















Implications of Regulatory Sandboxes

for Fintech Businesses

• It can affect whether or not there is a 
level playing field between existing 
businesses and start-ups

• FCA and the Monetary Authority of 
Singapore (MAS) sandboxes are not 
restricted to either start-ups or license 
holders



Risks to Customers (Including Customers)

of Sandbox Participants

• Customers of businesses participating in the sandbox will not be sufficiently protected during the testing stage

• A condition for joining the sandbox that businesses undertake to compensate any losses to customers and 
demonstrate that they have the capacity to do this would largely remove the risk faced by customers

• Regulators also need to be satisfied that risks have been mitigated before allowing a business to 
test their offering in the sandbox

• FCA notes that consumers should not bear the risks of sandbox testing

• Another potential limitation of the sandbox approach is the ability of 
regulators to determine whether a business concept is innovative, as 
‘innovation-determination’ may not be within the regulators’ skill sets



Benefits of Sandbox Innovations

• Allow the risks posed by the innovation to be 
ameliorated via testing in a controlled environment and 
the establishment of appropriate limits

• Establishment of sandboxes and innovation hubs 
reflects an effort to enhance open communication 
between regulators and innovative businesses

• Opportunity for regulators to become more engaged in 
the oversight of new financial technologies by assisting 
regulators to familiarize themselves with new 
technological innovations and to monitor their take-up



Types of Innovations

Disruptive Technologies Radical

Incremental
Disruptive Business 

models
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• Technologies like Artificial Intelligence (AI) had been used in Banking solutions for analytics management

• AI analyzes the performance of a financial institution, creates insights, and automates essential 
organizational processes (team administration, documentation, client communication)

• A great example of AI application in the financial sector is an Alpaca Forecast AI Prediction Matrix , a 
price-forecasting solution, developed by Bloomberg

• Machine Learning (ML), one of the key AI components, is widely used in banking
• Fraud prevention 
• Risk management

• Internet of Things (IoT) increases the speed of financial processes, both internally (management and 
team organization) and externally (client management and communication)

Technology Innovation



AI Fintech Landscape

Source



• Benefits of using blockchain in fintech
● Each transaction is encrypted, with no penetration possibilities
● Each network stakeholder had to approve the transaction which makes a hacking attack very unlikely.
● Tokenization helps international businesses to use universal currencies instead of country-specific 

money 

• Robotic process automation will orchestrate workflows

• Conversational banking be used
• Responding to the client’s most asked questions. 
• Account management
• Financial management

Technology Innovation



• Aligning to the Vision of the organization

• Business value assessment

• Technology principles

• Standards

Technology Innovation Evaluation Criteria



Changing Business Models



Four Box Framework



Business Model Cube



Customer Segments

Key Resources

Key Activities

Channels

Cost Structure Revenue Streams

Customer
Relationships

Value PropositionsKey Partners  

Business Model Canvas



Risk Evaluation Methods



Applied Information Economics – Four Phases

Phase 0: Project Preparation

• Initial research: Interviews and secondary research to get familiar on the nature of the decision problem.

• Expert identification: Usually 4–5 experts who provide estimates.

Phase 1: Decision Modeling

• Decision problem definition: Experts define the problem they’re trying to analyze.

• Decision model detail: Using an Excel spreadsheet, the AIE analyst elicits from the experts all the factors that 
matter for the decision being analyzed: costs and benefits, ROI, etc.

• Initial calibrated estimates: First, the experts undergo calibration training. Then, they fill in the values
(as 90% CIs or other probability distributions) for the variables in the decision model.

Source: www.hubbardresearch.com



Phase 2: Optimal measurements

• Value of information analysis: Using Excel macros, the AIE analyst runs a value of information analysis on every 
variable in the model.

• Preliminary measurement method designs: Focusing on the few variables with highest information value, the 
AIE analyst chooses measurement methods that should reduce uncertainty.

• Measurement methods: Decomposition, random sampling, Bayesian inversion, controlled experiments,
and other methods are used (as appropriate) to reduce the uncertainty of the high-VoI variables.

Source: www.hubbardresearch.com



• Updated decision model: The AIE analyst updates the decision model based on the results of the 
measurements.

• Final value of information analysis: The AIE analyst runs a VoI analysis on each variable again. As long as this 
analysis shows information value much greater than the cost of measurement for some variables,
measurement and VoI analysis continues in multiple iterations. Usually, though, only one or two iterations
are needed before the VoI analysis shows that no further measurements are justified

Phase 3: Decision optimization and the final recommendation

• Completed risk/return analysis: A final MC simulation shows the likelihood of possible outcomes.

• Identified metrics procedures: Procedures are put in place to measure some variables (e.g. about project 
progress or external factors) continually.

• Decision optimization: The final business decision recommendation is made (this is rarely a simple “yes/no” 
answer)

Source: www.hubbardresearch.com



Applied Information Economics – Five Phases

Source: www.hubbardresearch.com



FAIR Taxonomy



Case Study

Peer to Peer Lending





• Zopa and Funding Circle

• Members of P2PFA

• Financial Control Authority (FCA) is regulator

• Financial Services Compensation Scheme (FSCS) provides security up to 75000 pounds bank

UK

• Lending Club and Prospect

• Securities and Exchange commission (SEC)

• Interest rates range from 5.6% to 35.8%

• Heavy scrutiny on borrows (LC uses 115 attributes and Prospect 95 attributes

USA



China
• We Lab is first P2PL in Hong Kong

• Many P2PL platforms are established and closed down

Australia

• Society One is first P2PL launched in 2012

• No government backup



New Zealand
• Harmony is first launched in 2014

• Members of P2PFA

• Financial Markets Authority (FMA) is regulator

India
• Reserve Bank of India is the regulator

• Around 20 companies have been granted licenses by RBI
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FAIR Taxonomy



Stage 1: Identify Scenario Components (Scope the Analysis)

Stage 2: Evaluate Loss Event Frequency (LEF)

Stage 3: Evaluate Loss Magnitude (LM)

Stage 4: Derive and Articulate Risk



Primary Loss Magnitude
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For more information
sdone@snatechnologies.com
www.linked.com/in/sureshdone


