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Mobile Banking Overview

1.1.1

Written by KPMG leveraging UBS Evidence Lab survey
data
KPMG Report Team

1.2

Key findings

Beginning this major piece of research, we had no doubt from our existing
knowledge of the market that mobile banking is a phenomenon that is having
a profound effect on the global financial services industry. However, we had
not anticipated some of the more significant findings of our research, which
were startling, and have significant implications for national, regional and
global banks alike.

Lead Author
David Hodgkinson (UK)
david.hodgkinson@kpmg.co.uk
+44 (0) 7827 903904
Lead Researcher

Some important findings:

Vinkal Chadha (India)
vinkal@kpmg.com

On growth:

Research Analysts

■

Mobile is already the largest banking channel for the majority of banks by
volume of transactions.

Radhika Todi (India)

■

The growth of global mobile banking users is in an exceptionally rapid
phase. We forecast the next 5-10 years will see effectively exponential
growth before ubiquity flattens the growth curve.

■

Adoption rates are highest in so-called developing countries – reaching 6070% in China and India – rather than developed nations, such as the US,
Canada and the UK.

■

Adoption growth rates within individual countries show wide variation, even
across similar economies.

Menu Kumar (India)
US Analysis
Mike Davidsen
mdavidsen@kpmg.com
ASEAN Analysis
Bob Hayward
bobhayward@kpmg.sg

On customer profile and behaviour:

Mobile Banking Security Analysis

■

The mid- to late-thirties is currently the key demographic for mobile banking,
reflecting a sweetspot of technological comfort and relatively high economic
activity, driving very high relevance of mobile banking services, and,
therefore, the highest adoption rates.

Paul Fletcher
paul.fletcher@kpmg.co.uk

■

Mobile capability is already a key factor in the selection of a new bank by
switchers.

■

Paradoxically, while UBS primary research data shows the link between
effective mobile banking services and higher rates of customer satisfaction
and advocacy, it also suggests that – at least in certain developed
economies – there is a negative correlation with the likelihood of mobile
banking users remaining with their current institutions. We hypothesise that
this may be because relatively early adopters of mobile banking services are
typically more economically active and more technologically savvy, and,
therefore, more demanding of their providers.

On business models:

■

As a generalisation, mobile banking services are led by banks in the
developed world and largely by telcos in the developing world, an example
of the latter being Vodacom in Africa and South Asia.

■

We identify a typology of three defensible mobile banking strategies,
illustrated with banks that fall into each category, by our analysis:
Incremental (cautious and conservative) ;
Transformational (high levels of investment, pockets of genuine innovation);
Pioneering (repeated first-of-a-kind services, primacy of mobile channel with
overall customer experience).

Three defensible mobile banking
strategies: 1) incremental; 2)
transformational; and 3)
pioneering
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■

While each of the three approaches delineated above can be effective in
their own right, we believe that accelerating adoption rates mean banks
should generally have clear reasons if they are not adopting at least a
transformational approach in this area. The long-term benefits that accrue
from the residual capability that generally flows from transformational
investment cannot be ignored in an increasingly digital world.

■

We see clear and growing evidence that sound mobile strategies, combined
with effective execution, are leading to clear and significant financial
benefits for those banks that have developed them, such as JP Morgan and
BNP Paribas. We have included case studies to illustrate this.

On the offering:

■

We highlight the increasing "layerisation" of functionality in digital
applications that has created a positive feedback loop, with greater
consumer adoption – driven by improved functionality, user experience and
security – justifying hugely increased investment, which, in turn, leads to
high degrees of innovation, as banks and other companies desperately seek
differentiation from the competition.

■

Mobile banking functionality is quite varied, reflecting both the desire to
differentiate and specific in-market banking characteristics (e.g., imagebased cheque deposit in the US market, such as that provided by JP
Morgan).

■

Banks are increasingly shifting to a 'mobile first' approach. There are several
strands to this:
Designing new services first for mobile with other channels subsidiary to
that;
Designing new services that are uniquely for the mobile channel;
Using mobile banking to complement other services, such as improved inbranch experience;
Providing 'branded utility' applications, such as cloud-based data storage and
home-buying research support.

■

Banking and other financial services – much like "social" or "local" (GPS
powered mapping software) – will rapidly simply become an available "layer",
to be added to any application that may benefit from them and probably
quite a few that do not. This trend means that the rewards of success –
namely, market domination by a very small number of players – are
exceptionally high, and, conversely, the price of failure may well be the
relatively fast decay of the business.

■

Security concerns are cited by a large group of consumers as an inhibitor to
the adoption of mobile banking services. We highlight the salient issues
around this, and how banks and other players are attempting to address this
critical issue.

Increasing "layerisation" of
functionality in digital
applications has created a
positive feedback loop
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1.3

Global user adoption trends and growth
projections

There is little doubt that mobile banking – defined as the execution of
banking services and transactions using a mobile device, such as a
telephone or tablet – has seen extraordinary adoption rates since the
earliest SMS and WAP offerings. However, in the period 2000-2005, these
services remained fairly marginal and were highly limited in terms of the
scope of the functionality offered (typically just balance enquiries and ministatements). Today, almost all banks have some kind of mobile banking
offering, either developed in house or by making use of third-party
specialist vendors, such as Monitise or Clairmail (now merged).
In the developed world, the rapid proliferation of smartphones and latterly
tablets has poured fuel on the mobile banking fire, such that in 2014,
Juniper Research reported total global mobile banking users standing at 0.8
billion. A startling finding is that this already impressive level of adoption is
set to continue growing very rapidly over the coming years with Juniper
predicting a global mobile banking user base of some 1.8 billion people by
2019 (source: Juniper Research, KPMG analysis).

Number of mobile users set to
rise from 0.8bn in 2014 to 1.8bn
by 2019

Figure 1: Global mobile banking users

Source: Juniper Research; KPMG analysis
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Figure 2: Average age of mobile banking users, by country

In recent primary, survey-based research, UBS Evidence Lab have provided
further insight on the comparative demographic profiles of mobile banking
users versus non-mobile banking customers of banks across different
geographies. This research provides further evidence for the increasing
primacy of mobile as the channel of choice for younger, more economically
active consumers, as the following tables illustrate.
Figure 3: National age differences between mobile and non-mobile banking
customers
Country

Non-mobile

Mobile customer

customer average

average age

Age difference (years)

age
Australia

56.4

38.5

17.8

United States

53.0

37.7

15.3

Canada

58.1

42.8

15.3

United Kingdom

50.6

37.5

13.1

Sweden

56.8

43.9

12.8

China

38.8

35.1

3.7

Russia

38.3

34.8

3.5

Nigeria

33.2

32.1

1.1

Thailand

32.6

31.7

0.9

Kenya

30.0

29.9

0.1

Global

46.1

36.1

9.7

Source: UBS Evidence Lab
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Figure 4: Median income differences

Country
Brazil

Mobile customer

Non-mobile

median income

customer median

Median income

bracket

income bracket

bracket difference

5

3

2

India

6

4

2

Kenya

6

4

2

Nigeria

5

3

2

Australia

5

4

1

Russia

6

5

1
1

Singapore

5

4

South Africa

8

7

1

South Korea

4

3

1

Thailand

8

7

1

Global

5

4

1

Source: UBS Evidence Lab

Median income bracket differences are particularly striking and highlight the
ongoing importance to banks of ‘mobile first’ consumers. We are seeing a
clear recognition of this by banks across the globe, as reflected in the
increasing amounts of investment being dedicated to building new and
better mobile experiences.
The massive demand for mobile banking and the attendant rapid adoption
of even fairly poor services by current standards have increasingly driven a
shift in investment strategies by banks. Despite the political challenges and
frequently hostile media coverage of branch closures, we see a clear and
pronounced shift from investment in branch networks to more and more
overt ‘mobile first’ strategies. Some banks have gone as far as being
‘mobile only’, such as Jibun bank in Japan, a joint venture between Bank of
Tokyo-Mitsubishi UFJ and KDDI mobile phone network, launched in 2009.
The service was subsequently expanded to include online (web) and
telephone services, but has never sought to build a branch network.
We do not see mobile banking cannibalising the branch network
completely, but rather an increasing fluidity of bank-customer interaction
with devices used in branches to facilitate more efficient services, and
person-to-person sales discussions frequently taking place around a
touchscreen and teller transactions conducted through tablet computers.
We believe that the very high degree of transaction migration from
traditional channels to mobile channels will ultimately lead to fewer, smaller
digitally-enabled branches and larger hub ‘banking centres’ in densely
populated areas. Again, the socio-economic implications of this are beyond
the scope of this paper.
The following chart illustrates the breadth and variability of mobile banking
across some of the global leading players.

We see a clear and pronounced
shift from investment in branch
networks to more and more
overt ‘mobile first’ strategies

Transaction migration from
traditional channels to mobile
channels will ultimately lead to
larger hub ‘banking centres’ in
densely populated areas
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Figure 5: Mobile banking offerings – comparative analysis of banks globally

Source: KPMG Analysis

Figure 6: Definitions of terms in comparative functionality analysis

Source: KPMG Analysis

Mobile Banking 2015 2 July 2015
© 2015 KPMG LLP, a UK limited liability partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved.

8

Figure 7: Further evolution of mobile banking services

Source: KPMG analysis; company websites

Figure 8: Further evolution of mobile banking services – bank examples

Source: KPMG analysis; company websites
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1.4

Mobile banking security issues

Organisations delivering banking services on mobile devices currently face
difficult choices over the right solution, balancing: (1) shorter-term business
objectives with a longer-term strategy for the mobile channel; (2) the
capabilities of their end-to-end transaction monitoring and risk-scoring
architecture; (3) the proliferation of security vendors; and (4) their own
capability.
As customers demand frictionless online experiences, especially on mobile
devices where there is a particular demand for speed and responsiveness,
organisations need to match the roll out of functionality to perform riskier
transactions with their ability to authenticate the device, the application and
the user, in ways preferred by the customer, and permitted by local laws
and regulations.
Fraud controls are matched to the risk of specific customer actions, and
necessarily depend on the authentication, integrity and secrecy of both
customer credentials and identity, as well as the assets stored on the
device itself. The mobile device in which the control or asset
resides/executes needs to be considered a hostile environment, both from
the perspective of reverse engineering attack and ultimately compromise.
Today, for the cautious user with a non-tampered (or “jailbroken”) device,
who uses apps from official stores, the threat is currently relatively low.
Few vulnerabilities in underlying platform security have been exploited by
banking malware. Nevertheless, the risk remains that as mobile becomes
the predominant channel for accessing banking services, malware (and
increasingly, targeted social engineering) will appear. Consequently,
organisations will need to make the choice as to whether to invest for the
current threat landscape, or in a more strategic architecture that will survive
and evolve as threats materialise.
Designing an end-to-end mobile channel architecture is no different to any
other architecture in a fast-changing, technology-driven domain. However
an organisation that has implemented a more monolithic or poorly
structured solution may find itself in an architectural dead-end and may not
be capable of an effective response to a change in the external landscape.
An architecture that is most likely to survive into the future and protect the
investment is one that can evolve in response to the different threat
vectors and new technologies in a more incremental, reliable and agile
manner.
Other critical drivers affecting mobile security strategy and, in turn,
architecture arise out of the following complex, dynamic, overlapping and
interconnected eco-systems, covering:

■
■
■
■

A balancing act: organisations
need to match the roll out of
functionality to perform riskier
transactions with their ability to
authenticate the device

A channel architecture must be
able to response to the different
threat vectors and new
technologies in a more
incremental, reliable and agile
manner

Online and digital identity providers
Payment providers and dis-intermediaries
Banking
Mobile platforms and services

The last of these is complex and significant enough to warrant mention in
its own right, but it is also (of course) an enabler of the other three.
Boundaries are blurring, so we already see the delivery of identity and
payment capabilities forming a strategic objective among the mobile
platform providers, Google, Apple, and Microsoft.
While still a significant challenge, the creation of an effective, modular
mobile architecture, supported by a mature capability, will help an
organisation to both reuse IT assets and
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■ Incorporate new technologies and components e.g. Trusted Execution
Environment, and Mobile Platform Security as a service;

■ Reduce the barrier to the Test & Learn activities of new security
mechanisms e.g. biometrics, and wearables;

■ Allow customer self-selection of security mechanisms, to fit needs and
concerns e.g. geo-location privacy;

■ Respond to the increasing risk of complex, fragmented and restrictive
legislation and regulation, covering specific types of data, jurisdictions
and nationalities, e.g., the tapestry of complex extra-territorial laws
governing the privacy of personal data irrespective of the country in
which it is processed.

The journey to a mature architecture and capability in mobile security can
be very complex and lengthy, and should not be underestimated.
Organisations should be open to the need to make a step-change in their
security architectures, and to invest to provide the necessarily modularity to
future-proof their investment in mobile and digital channels.

1.5

Regional and national mobile banking
trends

1.5.1

User adoption patterns by region and country

Figure 9: Mobile banking penetration by country
70%
60%
50%
40%
30%
20%
10%
Global

Japan

Canada

France

United Kingdom

Australia

United States

Spain

Russia

Thailand

Nigeria

Sweden

Kenya

India

Brazil

Singapore

South Korea

South Africa

China

0%

Source: UBS Evidence Lab

1.5.2

Europe

Across Europe, we see the current adoption of mobile banking services at
38%, with on average modest growth year on year (Source: Press Articles,
KPMG Analysis). There are some notable differences between specific
countries in Europe. Adoption in the UK however, exactly matches the
average at 38%. The UK can be seen as something of a bellwether for both
the rest of Europe, and also parallels other developed economies such as
the US and Australia, although there are also both qualitative and
quantitative differences in adoption patterns.

Adoption of mobile banking
services currently at 38% in
Europe and the UK
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Figure 10: Europe

Source: Web search, KPMG analysis. Note: (a) Forrester estimates

The UK is a relatively mature market for both online (web) banking services
and mobile banking, with most major banks having launched these services
in around 2010 or 2011. We have observed a typical ‘S’ curve of adoption,
with an initial very rapid take-up of services by early adopters. An
interesting characteristic of this was that – at a number of banks KPMG has
worked with – prior to launch of designed-for-purpose mobile banking
services, a significant minority of users were already accessing online (web)
banking services from mobile devices , despite the compromise in user
experience that this involved – examples being tricky log-in processes via a
phone, sessions closing when the 3G signal was temporarily lost, and
pages that were harder to navigate on a mobile device as they had not
been designed for that purpose. Initial adoption of dedicated mobile
banking services by such users was very rapid, and resulted in a
cannibalisation of digital banking activity away from online (web) –
effectively these users had already been mobile banking users, but their
banks had now caught up with them by providing dedicated mobile
services.

In the UK, mobile banking is
preferred as it’s quick and saves
time
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Figure 11: United Kingdom

Source: Vocalink 2013 mobile payments research

As indicated above, there followed then a fairly standard adoption curve
that mimicked the pattern seen in online (web) banking services some 10
or 12 years previously. The plateau of adoption was reached at c38% for
mobile banking and c44% for online (web) services (Source: KPMG
Analysis). Further growth is now somewhat inhibited by the very high
existing penetration of smartphone devices and the wide availability (at
least in densely populated urban areas) of 3G and frequently 4G
connectivity which makes the wireless banking experience as good as or
better than using a wired computer.
Functionally speaking, early mobile banking services were almost
exclusively service – as distinct from sales – propositions. This represented
something of a challenge for the banks, since cross-sales through the
online (web) channel had been growing very rapidly and the nature of these
services – the ease of designing pages with distinct ‘service’ and ‘sales’
zones in the larger digital ‘real estate’ of the web, for example – was
conducive to a clear and prolonged focus by Digital teams within banks on
driving sales through their channel. From an economic perspective, this
made a huge amount of sense, since once a customer has authenticated
themselves into the digital bank a very good sales experience can be
offered – for example instant loans to customers with an acceptable credit
score and the ability to indicatively quote a loan to a customer while they
are doing a related service activity such as paying a credit card bill. These
kind of contextual offers already point the way as to how sales of financial
products will be driven through emerging technologies such as
smartwatches.
A minority of banks made errors in the minimum functionality they chose to
offer when launching their mobile banking services. In one example, a bank
that was behind the competition in launching a native banking app, decided
to address this weakness by launching an app through which essentially all
the customer could do was check their balance – there were no transaction
services. Apple App Store reviewers were extremely harsh in their
response. The underlying cause of this misstep – an uncompetitive, slow

Security and confidentiality are
major concerns for non-mobile
banking users

Mobile Banking 2015 2 July 2015
© 2015 KPMG LLP, a UK limited liability partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved.

13

app development cycle at the bank – provides a salutary lesson to those
who think they can get away with continuing to use multi-year, ‘waterfall’
development methodologies and expect to beat or even match the
competition. Furthermore, once a bank has fallen behind, it is incredibly
difficult to catch up – some kind of game-changing leapfrog or the
pioneering launch of a high-quality service in a new device (such as a
smartwatch app) would appear to offer possible, but risky, routes back to
competitiveness.
We have now started to observe limited sales messages – if not normally
true ‘straight-through’ sales processes – being included in mobile banking
offerings, and we note the caution with which banks are approaching this
area, preparing the ground with extensive pre- and post-launch customer
validation of sales functionality. We believe this is a sound approach, as
there is a fundamental difference in how customers perceive their
relationship to mobile devices versus wired computers. The mobile device
is, to a high degree, seen as an extension of the individual – many
smartphone users interact with their devices more than 150 times per day
(Source: Press articles). Unwanted sales messages can be seen to invade
that 'device intimacy' and lead to complaints and or a cessation of or
reduction in usage. Clearly, neither is desirable for the bank and so their
caution is warranted.

1.5.3

ASEAN

The 10 countries that make up the Association of South-east Asian Nations
(ASEAN) – Brunei, Cambodia, Indonesia, Laos, Malaysia, Myanmar,
Philippines, Singapore, Thailand and Vietnam – have a combined population
of 625 million, and several member countries are experiencing rapid
economic growth. Many parts of the region have young populations – in
Vietnam more than 60% of the 91 million citizens are under the age of 30.
Although economic prosperity is unevenly distributed – from the rich city
state of Singapore to the newly emerging economy of Myanmar –
technology trends are impacting all of ASEAN in very similar ways,
especially when it comes to financial services.
Young ASEAN consumers are more open than ever before to considering
non-traditional alternatives for their financial services, while the number of
users of core services such as banking are set to double by 2020 across
South-east Asia as the ‘unbanked’ begin to be served through their new
mobile devices (source: UBS Evidence Lab).
Across ASEAN, parts of the population that have previously never been
well served by financial institutions, together with the many new adults
entering the consumer society every year, are now becoming new banking
clients – and they are quite different from prior generations of banking
customers. They are less loyal, eager to try new things, demand
personalised services and expect a broad range of products suited to their
lifestyle and personal circumstances. They are not intimidated by
technology, can be easily influenced by their peer group, and expect high
levels of transparency, convenience and mobility in the services they
consume.
The explosive growth of smartphones –mobile phone penetration
approaches 100% of adults in most of ASEAN (source: UBS Evidence Lab)
– together with increased comfort in using mobile commerce and improved
regional connectivity, are setting the scene for major disruptions among the
established ASEAN players in the banking sector – some of whom have
perhaps been too comfortable within their respective home markets,
assuming they were in some way immune to external competitive forces.

ASEAN mobile users are less
loyal, eager to try new things,
demand personalised services
and expect a broad range of
products

Mobile phone penetration
approaches 100% of adults in
most of ASEAN…
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And competition is suddenly everywhere. It is coming from within the
region, as ASEAN banks jostle and manoeuvre in preparation for increased
economic integration as part of the ASEAN Economic Community (AEC). In
recent years, several regional telecommunications firms (such as Globe
Telecom in the Philippines) and retail companies have successfully
launched digital banking services – especially around mobile payments and
foreign exchange. They, too, are looking at how they can repeat these
experiences more broadly in the region as the AEC approaches.
Competition is also coming from elsewhere within the Asia/Pacific region –
in recent years, Japanese and Australian financial services firms have either
moved into the region directly or through M&A, and Chinese banks are sure
to follow. Competition is also coming into ASEAN from across the globe, as
the world-leading banks size up their options to enter ASEAN markets in a
low-cost, low-risk ‘pure digital’ operating model: large established banks
can take as much advantage of new digital operating models as any small
start-up can. And, of course, FinTech start-ups abound – from within the
Asia/Pacific region from hubs in Hong Kong, Singapore and Sydney, and
from across the world – all determined to ‘unbundle’ banking services and
carve out business in some of the established banks' most profitable
business lines.

… And this is stimulating
competition from within and
outside the region

Figure 12: Australia

Source: Roy Morgan Research Survey and Australian Communications and Media Authority. Note: Percentage of Australians aged 18 years-plus who used the
internet on their mobile phone. Mobile online banking includes mobile banking and bill payments
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Figure 13: China

Source: iResearch 2013

1.5.4

United States

Regional and national banks in the US have begun to supply apps with new
functionality that has made the mobile channel a preferred one for many
consumers. ‘Table stakes’ have shifted from basic features like alerts and
remote deposit capture (MRDC) to more advanced login and account
management features.
Many of the advancements made in mobile banking functionality can be
attributed to banks’ ability to leverage existing smartphone features in their
apps. For example, banks have used GPS to notify customers of nearby
deals, and have engaged Apple’s Touch ID for biometric authentication.
Several banks have even extended the use of the smartphone camera
beyond just MRDC, enabling customers to pre-populate enrolment forms
and pay a bill with just a picture. Some 56% of North Americans surveyed
reported interest in video chat with bank representative using a
mobile/tablet device.
While banks’ mobile apps have met basic consumer demands, third-party
providers are sometimes being favoured in other facets of mobile financial
technology. Solutions like Intuit’s Mint have maintained an edge in the
personal financial management space with their ability to show financial
activity across accounts. Additionally, some consumers have found thirdparty person-to-person (P2P) payment apps like Square Cash and Venmo to
be most convenient when transacting with peers from a different bank.
Security and confidentiality of information while performing banking
transactions on mobile device is the major concern of the US banking
users. Almost half of US consumers surveyed report that they do not trust
the security of mobile devices.

A major concern for US banking
users is security and
confidentiality of information
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Figure 14: US

Source: A survey conducted by the Federal Reserve, 'Consumers and Mobile Financial Services 2015'

One in six customers would likely consider mobile banking offerings as a
key factor in choosing a new bank if they were to switch from their current
bank. This is particularly true among younger customers.
Industry-leading banks are focused on delivering features that appeal to
‘mobile-first’ consumers, such as mobile account opening (MAO). This type
of forward thinking is critical for all banks if they are to continue to meet
consumers’ high mobile banking demands and avoid third-party
disintermediation.
1.5.4.1 Latin America and Africa
Latin America is seeing very fast adoption of mobile services, with Mexico,
Brazil and Chile showing the highest penetration to date. Brazil, in particular,
is seeing explosive growth, at a rate of c100% per annum (source: UBS
Evidence Lab). We are seeing the highest adoption rates in the mid-30 age
bracket, with the average age of users being 34. Brazilian banking
customers are already using mobile phones more than other channels such
as branches and call centres to access statements and account balances.
If smartphone proliferation has certainly helped to drive the market in the
developed world, this has not been the case in the developing countries of
the African continent. In these countries, a confluence of two significant
factors has spawned a different – and, arguably, more interesting – growth
pattern. These nations have been characterised by a large under- and unbanked population coupled with high adoption of basic, cheap
‘featurephones’ (frequently refurbished older models from developed
markets).

In LatAm, Mexico, Brazil and
Chile are showing the highest
penetration in mobile banking
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The result of this has been extraordinary innovation in financial services
with pioneering propositions, such as M-PESA in Kenya and other African
nations, developing a completely new kind of banking where banks were
largely not involved. These propositions were largely developed by the
telecommunications industry, and have shown such rapid and sustained
growth that estimates suggest a significant proportion of the entire Kenyan
economy goes through M-PESA.
Examples are legion of village entrepreneurs whose businesses have taken
off due to the ability to transact and, indeed, store money electronically,
using their mobile telephones. Airtime has effectively become a currency in
its own right within many developing nations. The broader socio-economic
implications of this and the response of some of the larger African
economies, such as Nigeria, in terms of trying to retain control of banking
and payments within the economic and finance ministries, is beyond the
scope of this paper.

In Kenya and other African
countries, mobile banking largely
developed by the
telecommunications industry
rather than by banks

Figure 15: South Africa

Source: FinScope SA Consumer Survey, 2014 and 2013
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Figure 16: South Africa – behavioural intention towards mobile banking

Source: Survey by Daniel K. Maduku; Behavioral intention towards mobile banking usage by South African retail banking clients

1.6

Impact of effective mobile banking
strategies and execution on key bank
performance metrics

We identify three defensible mobile banking strategies, each of which may
yield satisfactory results for the banks within their own terms. We suggest
that, given the massive growth of mobile banking adoption and its
increasing primacy as the channel of choice for consumers, the biggest
drag to profitable growth would come from not having a clear mobile
banking strategy or being ineffective in execution – through lack of
capability or under-investment.
The categories of Incremental, Transformational or Pioneering are not
intended to represent a judgement of whether these are good or bad
strategies – each are presented as defensible approaches. Some banks
lead on experience, some lead on price, and some lead on product
innovation. Equally, local market conditions, current and target customer
demographics and risk appetite all play a part in determining what may be
the best strategy for any individual bank.
At the same time, in any given planning cycle a bank may adopt a new
strategy and indeed that would be logical in a fast evolving market. We see
the relative positions below as a snapshot of a fluid position and highly
likely to change. For example, banks who are initially cautious and
conservative may see shareholders or customers demanding a bolder
approach or the market conditions themselves changing and this may lead
to sometimes dramatic changes in approach.
Comparing the KPMG secondary research output shown below with the
recent UBS Evidence Lab survey output, there are some interesting
anomalies. For example Japanese bank Mizuho scored relatively highly in

The biggest drag to profitable
growth would come from not
having a clear mobile banking
strategy
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the KPMG research compared to Swedbank whereas the UBS Evidence
Lab survey found the position essentially reversed.
Our assessment of this is that the market is moving fast and as the
previously noted high levels of investment reach fruition it will be
characteristic to see banks leapfrogging each other in terms of offerings.
This is particularly the case where a bank launches a major release of
functionality or a completely new app, as distinct from banks who adopt a
more Agile release approach of small additional functionality on a regular
basis.
Figure 17: Typology of mobile banking strategies

Source: KMPG Analysis

Mobile Banking 2015 2 July 2015
© 2015 KPMG LLP, a UK limited liability partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved.

20

Figure 18: Customer satisfaction – based on "recommending your bank to a friend"
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Source: UBS Evidence Lab and UBS research analysis

1.6.1

Effective Mobile Banking Strategies drive Customer
Advocacy and Cost Savings

Data from a range of sources clearly indicate that effective mobile banking
strategies drive transaction migration from traditional higher cost channels
to the lower cost mobile banking channel, thereby driving cost savings for
the banks. The UBS survey data highlights that in most countries there are
significant customer advocacy benefits (as measured using Net Promoter
Score) through driving uptake of mobile banking services, however it is
notable that in several more mature markets such as Canada, Australia,
France and the United States, small negative changes in Net Promoter
Score are seen in the mobile banking user base – further research is
required to properly explain this data.

1.6.2

Effective mobile banking
strategies drive transaction
migration from traditional higher
cost channels to the lower cost
mobile banking channel

Despite positive impact on Advocacy, Mobile Banking
Users more likely to change Bank

UBS Evidence Lab has identified that – almost uniformly – mobile banking
users report an increased likelihood of changing banks, despite their higher
advocacy scores. We hypothesise that this may be for underlying
demographic reasons with mobile banking users being more economically
active and potentially more demanding in the expectation of banking
services and products, and therefore demonstrating less apathy and
increased willingness to change bank in pursuit of a better deal. Clearly the
data suggest that simply having an effective mobile banking offering is
insufficient by itself to retain higher value customers.
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Figure 19: Likelihood of customers to change bank – by country
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Source: UBS Evidence Lab and UBS research analysis

Figure 20: Impact of bank costs of transaction migration to mobile channel

Source:

Javelin Strategy and Research, 2013; KPMG analysis
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Figure 21: Mobile banking services as a reason to switch banks and a driver
of increased product cross-sales

Note: US respondents only
Source: Survey by AlixPartners, 2013; Press articles and Journals; KPMG analysis
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1.6.3

Case study: JP Morgan (USA)

Figure 22: Snapshot of mobile banking initiatives

Source: Company website; press articles and journals; https://www.jpmorgan.com/pages/mobile-apps
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Figure 23: Impact of mobile banking initiatives on JP Morgan performance metrics

Source: Company website; press articles and journals. Note: (a) 2012 profile of home buyers and sellers from the National Association of Realtors
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1.6.4

Case Study: BNP Paribas (France)

Figure 24: Snapshot of mobile banking initiatives

Source: Company website, press articles and journals
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Figure 25: Impact of mobile banking initiatives on BNP Paribas performance metrics

Source: Company website, press articles and journals

1.7

Conclusions

The banking industry is entering a hugely exciting phase of development
but one that will also present major challenges to profitable growth. As data
from numerous sources make clear, usage of mobile banking services will
continue to grow, and at an accelerated rate, over the next five years until
they become essential ubiquitous. Additionally, we see the emergence of
an era of 'open banking', in which financial services become just one layer
in a multiplicity of familiar, novel and as yet unconceived consumer
experiences.
In such an environment we believe banks will face ever greater challenges
to their traditional primacy in consumers' financial dealings. Unencumbered
by legacy IT infrastructure, frequently with no aspiration for full banking
licenses and often with stronger capital positions and consumer brand trust
than the banks themselves, non-traditional players will certainly continue
their march across the banks' turf.
However, as we have shown, many banks have already begun their
response to this challenge with unprecedented investment in mobile and
other technology-led capabilities and newer, digitally-enabled branch
networks remain a powerful draw for consumers in search of advice at key
stages in their lives. For a large group of consumers, banks remain the
preferred choice for mobile banking from a security perspective while at the
same time perceptions of security weaknesses in this channel are inhibiting
adoption for a substantial minority.
From a functional perspective, we believe the coming years will see an
explosion in the proliferation of highly innovative re-configurations of
banking and other financial services allied to emerging technologies such as
augmented reality, wearable technology and contextual services. Well
established but still maturing technology trends such as open- standards-

We see the emergence of an era
of 'open banking': financial
services becoming g just one
layer in a multiplicity of familiar,
novel and as yet unconceived
consumer experiences

We believe the coming years will
see an explosion in the
proliferation of highly innovative
re-configurations of banking
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based platforms will only serve to underpin the ability of entrepreneurial
companies to rapidly develop very high quality consumer experiences with
a financial layer. Subject to the aforementioned constraints, we see no
reason why traditional banks cannot be just as entrepreneurial as start-up
companies.
Boldness and commitment will be required to prosper in the 'Open
Banking' era where the only sure fire winner will be consumers, whose
choice and quality of experience will only get better.
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2

Appendix

2.1

Selected comparison of breadth and
complexity of mobile banking offerings

IMPORTANT NOTE: Mobile banking is an exceptionally dynamic and
fast-moving market. Therefore, it is possible, indeed likely, that many
of the banks may have launched new features or, indeed, new apps
while the present report was being written. Presented below is a
snapshot and should not be interpreted as a long-term assessment of
the efficacy of an individual bank’s mobile banking strategies or
execution.
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Source: Company website, press articles and journals, KPMG analysis

Source: Company website, press articles and journals, KPMG analysis
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Source: Company website, press articles and journals, KPMG analysis

Source: Company website, press articles and journals, KPMG analysis
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Source: Company website, press articles and journals, KPMG analysis

Source: Company website, press articles and journals, KPMG analysis
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