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David Dalton
Partner, Financial 
Services Lead
ddalton@deloitte.ie 
+353 1 407 4801

Foreword
Welcome to the second edition of FinSight, a digest of the latest 
articles, perspectives and market developments from Deloitte 
professionals and experts within the financial services industry.

In this issue, our articles focus on the 
transformative impact of advanced 
technologies as they continue to gain 
traction, increasing competition and 
consumer choice while at the same 
time transforming processes to drive 
efficiency, enhance innovation and 
control costs.

We are at a tipping point. As a myriad 
of data sharing, process automation 
and cognitive applications become 
available, those who embrace the next 
generation of technologies will be a 
part of the Automation Economy, while 
those who do not will fall behind. 

Rolling out advanced technologies 
requires both agility in development 
and the right combination of people, 
processes and technology. Already 
there is a war for talent as financial 

institutions compete with other 
industries to attract and retain 
people with the knowledge, skills and 
capabilities needed to create an AI-
enabled workplace. The absence of a 
long-term talent strategy could be a 
major speed bump for firms looking 
to gain a competitive advantage 
and fully benefit from larger-scale AI 
opportunities. 

In banking, although API initiatives are 
beginning to gain traction and markets 
clearly believe that Open Banking is 
the way forward, the creation of a safe 
and fully functioning cross-industry 
data sharing ecosystem remains some 
way off. More needs to be done to 
raise consumer awareness and reach 
scale, even in jurisdictions where Open 
Banking regulations are already in 
place. 

I am grateful to Bob Contri, our Global 
Financial Services leader who kindly 
agreed to share his insights in a special 
interview in this edition.

In recent months, Irish insurers 
have been engaging with us on how 
technology will be a key enabler driving 
their business forward, both from a 
cost out and growth perspective. Unlike 
18 months ago, when many insurers 
were having discussions about the 
need to invest in new technologies, we 
are now seeing a move to executing 
with budgets being allocated and 
programmes being activated. This is 
very much in line with developments 
reflected in Deloitte’s latest Insurance 
Industry Outlook which we report on in 
this edition.

mailto:ddalton%40deloitte.ie%20%20?subject=
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Analytics is one of the speed bumps 
facing insurance incumbents. Many 
existing analytics strategies developed 
in a piecemeal fashion with the result 
that a concerted effort, driven by 
senior leadership, will be required to 
ignite support for the insight-driven 
transformation of services, products 
and operations necessary to achieve 
alignment across the organisation and 
find areas in which to gain competitive 
advantage or innovate services. 

Likewise, in risk management, as 
financial institutions seek strategies 
to reduce costs without impairing 
effectiveness, those that embrace 
advanced technologies will be able 
to not only automate existing risk 
management activities but also build 
in controls and monitoring in a new 
structure optimised around data and 
analytics.

This edition also reports on Deloitte’s 
latest crane survey. Ireland remains 
an attractive investment location for 
would-be investors, with the strength 
of the economy mirrored in strong 
development activity. However, while 
the level of commercial development in 

For more information visit 
Deloitte.ie/Financial-Services

Dublin is significant when compared to 
similar cities in the UK, it is off the pace 
when it comes to homebuilding in the 
city centre where supply gaps exist in 
the residential, student accommodation 
and hotel sectors.

I hope you enjoy the articles in this 
second edition of FinSight and that 
you find them interesting and thought-
provoking.provoking.

https://www2.deloitte.com/ie/en/industries/financial-services.html
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Building 
Momentum

The strength of the Irish economy is mirrored 
in strong development activity but supply 
gaps remain in the residential, student 
accommodation and hotel sectors.  

Ireland remains an 
attractive investment 
location for would-
be investors

Michael Flynn
Partner, Real Estate and 
Infrastructure Leader
Deloitte Ireland LLP
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Long regarded as the poster 
child of economic recovery in 
Europe following its ascent from 
the depth of the financial crisis, 

Ireland continued to surpass many 
of its European counterparts in 2018. 
Unemployment remains low at 4.4% 
and the European Commission has 
forecast that the Irish economy will 
grow by a healthy 4.1% in 2019. 

The strength of the Irish economy was 
mirrored by yet another strong year of 
development activity in Dublin city. The 
growth of new Grade A office space in 
2017 and 2018 has been substantial 
and completion of the current office 
pipeline will largely address the pent up 
demand for space in the city centre.  

Long regarded as the poster child 
of economic recovery in Europe 
following its ascent from the depth of 
the financial crisis, Ireland continued 
to surpass many of its European 
counterparts in 2018. Unemployment 
remains low at 4.4% and the European 
Commission has forecast that the Irish 
economy will grow by a healthy 4.1% in 
2019. 

The strength of the Irish economy was 
mirrored by yet another strong year of 
development activity in Dublin city. The 
growth of new Grade A office space in 
2017 and 2018 has been substantial 
and completion of the current office 
pipeline will largely address the pent up 
demand for space in the city centre. 

In recent years, the underlying gaps 
in supply have attracted many of the 
world’s largest and most sophisticated 
investors, who have entered the market 
to either develop or fund development 
projects in all sectors of the real 
estate market. Supply deficits persist, 
however, in the residential, student 
accommodation and hotel sectors. 

Each year Deloitte Real Estate 
publishes its Crane Survey quantifying 
developments in Dublin, Belfast, 
Manchester, Leeds and Birmingham. 
While the individual city results are 
interesting, a comparison between 
cities also provides good insights.

 “2018 office development 
in Dublin surpassed 
that of Birmingham, 
Manchester, Leeds and 
Belfast combined by circa 
1 million sq. ft.”
 
Michael Flynn
Partner, Real Estate and 
Infrastructure Leader
Deloitte Ireland LLP

Office 
2019 promises to be another eventful 
year for the office development 
sector, evidenced by a Dublin skyline 
dominated by cranes, and new planning 
permissions and applications for high 
rise buildings. The continued surge in 
development has been supported by 
the strong performance of the Irish 
economy and the ongoing commitment 
of international and domestic investors.
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Office space development in Dublin 
increased from c.4 million sq ft under 
construction in 2017 to 5.6m sq ft in
2018. The focal point for office 
development was the Docklands 
area, both North and South of the 
River Liffey, with numerous large scale 
developments currently on site and 
progressing at pace. 

This level of 2018 development in 
Dublin is significant when compared to 
relevant UK cities. In the same period, 
the combined office space under 
construction in Manchester (2.1m sq. 
ft.), Leeds (0.8m sq. ft.), Birmingham 
(1.4m sq. ft.) and Belfast (0.4m sq. ft.) 
fell short of Dublin by circa 1 million sq. 
ft. Significant projects that were active 
in 2018 across Dublin include Capital 
Dock, Dublin Landings, Bolands Quay, 
North Wall Quay, The Sorting Office and 
The Exo Building. 

In particular, the world’s leading 
technology companies invested heavily 
in Dublin real estate throughout the 
last 12 months, further enhancing job 
security and reinforcing commitment to 
the city. The take up of office space has 
been heavily weighted towards the tech 
sector, which accounted for over 50% 

Under construction 2018

Number of schemes under construction 2018

Dublin Manchester Birmingham Leeds Belfast

Office (Sq. Ft.)  5,606,401  2,070,897  1,405,260  804,257  414,502 

Residential (Units)  4,119  14,480  5,065  2,232  124 

Hotel (Units)  2,752 2,129 443 297  224 

Student Accommodation 
(Units)  4,069 1,794  2,667  2,768  761 

Dublin Manchester Birmingham Leeds Belfast

Office  34  13  6 6  5 

Residential  34  48  20  7  3 

Hotel  20  9  3  1  1 

Student Accommodation  11  3  5  5  2 

FinSight  | Building Momentum
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of take up in 2018. Over the course 
of 2018, Google acquired the Bolands 
Quay development for a reported 
€300m, Facebook signed the largest 
single office letting in the history of the 
State at Fibonacci Square in Ballsbridge, 
and LinkedIn agreed a pre-let on IPUT’s 
One Wilton Park development. 

Given the recent granting of planning 
permission for the tallest building in 
Dublin at Tara Street, and with further 
applications for high rise buildings in 
the Docklands in the pipeline, Dublin’s 
strong commercial market looks set to 
continue. 

Residential
Over the past year, the Dublin 
residential market has been active, 
however, the ongoing supply gap 
remains an issue for both the 
government and society at large. 
Market dynamics have conspired 
in recent years to persistently drive 
rental rates higher and ultimately 
delivered sufficiently attractive returns 
for investors to warrant development. 
Such trends are unlikely to change 
substantially over the short term. The 
necessary correction of the housing 
shortage will not occur overnight and 
many challenges lie ahead. Government 

initiatives to help alleviate the lack 
of housing stock will come under 
increased scrutiny, with considerable 
expectations of the newly formed Land 
Development Agency (LDA) and Home 
Building Finance Ireland.

In 2018, we recorded increased year-
on-year activity across the residential 
space in the Dublin City Council 
area with 4,119 housing units under 
construction across 34 schemes, up 
from 3,634 housing units across 42 
schemes in 2017. Comparison with UK 
cities suggests Dublin remains off the 
pace when it comes to homebuilding in 
the city centre relative to the city’s size. 
Residential units under construction 
totalled 14,480 in Manchester, 5,065 in 
Birmingham and 2,232 units in Leeds. 

Following years of limited access to 
development finance, the availability 
of capital for residential development 
has now vastly improved. Ireland’s 
emergence from the property crash 
and wider recession has seen a swathe 
of new alternative lenders entering the 
market, all seeking to take advantage 
of more favourable market economics 
and the void left by the pillar banks’ 
reduced involvement in the sector. 
Active alternative lenders in the Dublin 

FinSight  | Building Momentum
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market include Activate Capital, Culluan 
Capital, Brunsfeld, Lotus Investment 
Group and Castlehaven Finance. 

Social housing is also receiving 
considerable attention and funding, 
with the sector strongly politicised 
in the media, and a constant topic of 
discussion in the Dáil, the tabloids and 
the broadsheets alike. In September 
2018, the Government launched the 
LDA, with a lofty ambition to build 
150,000 new homes over the next 20 
years. The LDA’s primary objective is to 
manage the State’s own lands, develop 
new homes, and regenerate under-
utilised sites. This initiative is intended 
to relieve pressure by increasing the 
supply of both private and social 
housing across the country. 

Hotel 
A strong Irish economy continued to 
improve the landscape for hoteliers 
across the country in 2018. Over 
the year, 11.2 million tourists visited 
Ireland, spending an estimated €6.1bn. 
Occupancy in Dublin reached record 
highs of 90.2% in 2018 while average 
Revenue Per Available Room (RevPar), 
a key metric in the hotel industry, rose 

Comparison of Construction Volume across UK & Ireland 
- Number of Schemes Under Construction in 2018 

Dublin
0

34 34

20

11
13

48

9

3
6

20

3
5 6 7

1

5 5
3

1 2
5

10

15

20

25

30

35

40

45

50

Manchester Birmingham Leeds Belfast

Source: Deloitte Crane Survey Series

# 
of

 S
ch

em
es

Office

Hotel

Residential

Student accomodation

FinSight  | Building Momentum



08

13.6% to €146.96. It is not clear what 
impact the VAT rate increase in 2019 will 
have, however, the high level of activity 
and demand in Dublin will likely absorb 
any negative impact of resulting price 
hikes. 

According to Deloitte research, there 
were 20 hotels under construction in 
2018 in the Dublin City Council area, 
an increase from 9 hotels in 2017. 
These ranged from new builds like 
the Hyatt Centric under construction 
on Dean Street to renovation and 
extension works like those undertaken 
at the Radisson on Shop Street. In 
total, these schemes will add 2,752 
rooms to Dublin’s hotel stock when 
completed, up from 929 rooms in 2017. 
In comparison, the number of hotels 
under construction in 2018 totalled 9 
in Manchester, 3 in Birmingham, 1 in 
Leeds and 1 in Belfast – cumulatively 
less than the 20 currently being built in 
Dublin.

The largest source of tourism to Ireland 
stems from our closest neighbour, 
the UK. The uncertainty surrounding 
Brexit has caused considerable 
volatility in currency markets and it is 
currently more expensive for British 
tourists to visit Ireland. The weaker 

FinSight  | Building Momentum
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currency is already having a negative 
impact on visitor numbers and Brexit 
developments will be studied closely 
as hoteliers attempt to gauge the long 
term implications for Ireland’s tourism 
industry. 

In contrast, visitors to Ireland from 
North America increased by 10.7% 
in 2018. This was supported by the 
opening of additional air routes making 
holidays to Ireland more accessible, 
a strong US economy that has seen 
unemployment reach a 48-year 
low, and the accompanying strong 
performance of the dollar. Similarly, 
tourism from mainland Europe 
increased by over 10% with particularly 
strong growth in the number of visitors 
from Germany (up
21%) and Italy (up 14%).

Student Accommodation
The last 12 months was a busy 
period for student accommodation 
development in the Dublin City 
Council area with 11 schemes under 
construction due to deliver 4,069 beds 
on completion. This is a slight reduction 
on the 4,529 beds that were under 
construction in 2017. While outside 
the geographic scope of Dublin City 
Council, UCD has also commenced 

construction of large on-campus 
student accommodation that will 
increase its existing stock from 3,170 
to 6,000 beds on completion. Overall, 
the volume of student accommodation 
under development in the Central 
Dublin area is expected to reduce from 
current levels in the coming years with 
large schemes planned in locations 
outside of the city, such as Tallaght and 
Sandyford. By comparison, Manchester 
(3), Birmingham (5), Leeds (5) and 
Belfast (2) combined have 15 schemes 
in total under construction. 

Demand for student accommodation in 
Dublin is driven by four principal third 
level institutions: University College 
Dublin, Trinity College Dublin, Dublin 
City University and Dublin Institute 
of Technology. The overall number of 
students studying in Dublin represents 
43% of the total student population 
in Ireland with approximately 61,500 
full-time students enrolled in these 
four institutions alone. Notable 
developments include DIT’s new 
campus in Grangegorman, Trinity’s 
planned innovation campus at Grand 
Canal Dock and DCU’s Campus Capital 
Development Plan (2016-2020). Given 
that Ireland has the youngest and 
fastest growing population in Europe, 

 “The uncertainty surrounding Brexit has 
caused considerable volatility in currency 
markets, making it more expensive for 
British tourists to visit Ireland.”
 
Michael Flynn
Partner, Real Estate and 
Infrastructure Leader
Deloitte Ireland LLP

demand is likely to continue to grow as 
we move into the future. 

Dublin remains structurally 
undersupplied and a chaotic game of 
catch up is taking place. The student 
accommodation crisis is a regular 
fixture on talk shows each September 
when the academic year commences. 
The current stock is insufficient to 
service the demand for 30,298 beds 
and, looking forward, a deficit of 17,771 
is forecasted for 2019, only to reduce 
marginally to 13,569 by 2024. 

Over the next decade, a 
significant number of new student 
accommodation schemes will be 
required, and for now, given the 
shortfall in supply and high rents 
achievable, the development of new 
schemes remains economically feasible. 
These market economics have given 
rise to the entrance of international 
student accommodation investors such 
as Global Student Accommodation, 
Scape and Hattington Capital into the 
Dublin market.

FinSight  | Building Momentum
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It is clear that the overall level of 
development in Dublin is substantial, 
particularly when compared to other 
relevant cities. The only area with a 
significant supply gap remains the 
residential sector where a national 
housing issue has been identified. 
More needs to happen in the 
residential space to ensure a balanced 
development profile in the city. 

This article is sourced from 
Deloitte Dublin Crane 
Survey
Deloitte.ie

FinSight  | Building Momentum

https://www2.deloitte.com/ie/en/pages/financial-services/articles/crane-survey.html
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David Dalton
Partner, Financial Services Lead
Deloitte Ireland LLP

AI - the Next 
Frontier

Artificial intelligence is opening up new frontiers for 
investment management firms to drive efficiency 
and enhance innovation but bold decision-making 
is needed when allocating capital to initiatives with 
the potential for value creation.  

Applying cognitive 
technologies 
in Investment 
Management
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The operating environment 
for investment management 
firms worldwide continues to 

undergo sustained transformation 
as well-documented industry 
challenges intensify. Limited 
organic growth, volatile capital 
market returns, and fee and 
margin compression have 
created a more challenging 
context. In this shifting paradigm, 
technology continues to play 
a critical role in enabling rapid 
business transformation, as 
well as driving opportunities for 
efficiencies, innovation, and value 
creation. With traditional sources 
of differentiation becoming 
increasingly commoditised, AI is 
providing new opportunities which 
extend far beyond cost reduction 
and efficient operations. Many 
investment management firms 
have taken note and are actively 
testing the waters, applying 
cognitive technologies and AI to 
various business functions across 
the industry value chain. 

Portfolio management  
and client enablement:

Front, middle, and  
back office efficiency:

Automated insight: reading earnings 
transcripts to assess management 
sentiment

Operations intelligence: using 
machine learning to automate 
functions

Relationship mapping: identifying 
nonintuitive relationships between 
securities and market indicators

Powering risk performance: AI-based 
algorithms and machine learning to 
monitor for suspicious transactions, 
and trigger response protocols

Alternative datasets: analyzing 
alternative data such as weather 
forecasts and container ship 
movements, monitoring search engines 
for words on specific topics to structure 
hedging strategies

Reporting and servicing: generating 
reporting for clients, portfolio and risk 
commentary, and marketing material 
using natural language processing

Growth opportunities: using 
corporate website traffic to gauge 
future growth along with clients’ 
behavioural patterns

On-demand reporting: chatbots and 
machine learning used to respond 
to employee or investor queries, 
generating management reporting on-
demand

Client outreach: smart client outreach 
and demand generation via analytics, 
using alternative data sources such as 
social media data

Employee insights: monitor employee 
conduct risk and employee morale

Ten AI use-cases in investment management

 “AI is providing 
new opportunities 
which extend 
far beyond 
cost reduction 
and efficient 
operations.”
 
David Dalton
Partner, Financial Services Lead
Deloitte Ireland LLP
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Four pillars for transformation 
The evolving status quo in the 
investment management industry 
thrusts into the spotlight the growing 
importance for firms to make bold 
decisions to allocate capital to 
capabilities and initiatives which offer 
potential for transformation and value 
creation. We have identified four pillars 
for transformation. 

Pillar #1: Generating alpha 
At the core of every active investment 
manager is the goal to generate alpha 
for their clients. As technology and 
data evolve, firms that keep pace, 
or lead, in the application of new 
approaches open up the opportunity to 
outperform. The rate of data creation 
is growing exponentially, and firms that 
transform data into fuel for investment 
insights will improve their opportunity 
for alpha. 

Imagine a typical analyst, constrained 
by time, being transformed from 
reading a few analyst reports and 
listening to the earnings call for a 

name that they follow, into having 
a dashboard that summarises all of 
the available reports and compares 
the earnings call across time and 
competitors. Machine-assisted analysts 
will likely be better. 

Some insights may come only from 
digesting vast quantities of data. When 
faced with extremely large datasets, 
humans are overwhelmed without 
computer assistance. Computers don’t 
get frustrated sifting through the data, 
searching for the magic correlations. 
Hypothetically, imagine a computer 
analysing Boston Marathon data. What 
if it were discovered that the frequency 
of a running shoe brand being worn 
sometimes changed from year to year 
and that when it changed by more than 
2 percent it was highly predictive of the 
revenues for the shoe brand over the 
next quarter?

Adopting alternative data can focus 
on augmenting existing investment 
processes, rather than transforming 
them. This approach may help ease 

tension between portfolio managers 
and data analysts. Assessing 
investment strategies for strategic fit 
for alternative data is an important 
early step to take. It starts with a basic 
question: In a perfect world, what 
information would you like to know 
as you analyse a firm? Followed by: 
What information do you currently use 
as a proxy for that information? After 
those two questions are answered, 
a search for alternative datasets that 
also relate to the desired information 
can commence. Once found, datasets 
that show initial promise can be fully 
tested as part of the investment model. 
Datasets that pass rigorous testing 
for alpha generation can be evaluated 
for risk characteristics and desired 
controls. After the risks are understood, 
decision models can be adjusted 
to incorporate the new input from 
alternative data. At this point, ongoing 
monitoring of the drivers and results of 
the investment decisions can track the 
efficacy of changes. 

1.  “The New Physics of Financial Services. Understanding how artificial intelligence is transforming the 
financial ecosystem”, World Economic Forum, August 2018, http://www3.weforum.org/docs/WEF_New_
Physics_of_Financial_Services.pdf.
2.  “The Oxford-Man Institute, Man AHL and the direction of machine learning”. Retrieved from https://www.
man.com/oxford-man-institute-man-ahl-and- the-direction-of-machine-learning.

AI and alternative data in action 
Man Group has been a pioneer in using 
AI and alternative data to support alpha 
generation with funds incorporating 
AI now collectively managing in excess 
of US$12 billion. The assets under 
management of the UK-based hedge 
fund manager’s AHL Dimension Fund 
have quintupled since 2014.1 Notably, 
in collaboration with Oxford University, 
Man’s AHL unit has established the 
Oxford-Man Institute to accelerate 
research into machine learning which 
underpins AHL’s investment process.2 

As alternative data use for alpha 
generation matures, more firms 
and investment strategies can be 
supported. At first alternative data 
supported event-driven or other 
short-term trading strategies, most 
often used by hedge fund managers. 
Now, more sophisticated technologies 
are creating datasets that support 
managers with a long-term approach. 
Alternative data is no longer just for 
hedge funds. 

FinSight  | AI - the Next Frontier
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Pillar #2: Enhancing operational 
efficiency 
Investment management firms must 
be more cost sensitive in the current 
operating environment. Managing the 
cost of operations remains critical to 
survival in order to offset the waves of 
new regulations, fee pressures and the 
shift to lower-cost passive products. In 
response, many firms are undertaking 
large transformation programs with 
a focus on outsourcing and process 
automation. 

The advancement of AI is also serving 
as a catalyst for firms to turn traditional 
operational centres of excellence 
into services which can be offered as 
a service to competitors. Non-core 
activities can in turn be externalised to 
specialist providers. Early AI adopters 
will have the advantage of converting 
these “as a service” capabilities 
into profit-centres and creating a 
competitive advantage. AI-enabled 
services that achieve operational 
excellence can continuously improve 
at such a rapid pace that it becomes 
impossible for competitors to catch up. 
At that point, the service becomes both 
a defensible advantage and a sustained 
revenue source for firms. 

AI is also impacting middle and back 
office functions that firms must retain 
in-house due to regulatory obligations 
such as oversight functions. With the 
power to augment monitoring and 
decision-making AI is a game-changer 
for compliance and risk management. 

In operations, AI-enabled processes 
are increasingly being built on modular 
and cloud-based architecture to enable 
more agile operating models. Cloud-
based architecture makes it easier for 
firms to “plug and play” with third-party 
services, as well as to externalise “as 
a service” offerings. Where service 
offerings are AI-enabled, they can 
ingest and process more data to, in 
turn, facilitate continuous learning and 
improvement. 

FinSight  | AI - the Next Frontier
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IM in action—externalisation of 
best-in-class processes 
Aladdin, by BlackRock, is a great 
example of a leading investment 
management firm that developed 
respected internal services, then 
made them commercially available. 
BlackRock’s CEO Larry Fink has stated 
that he wants Aladdin to make up 30 
percent of BlackRock’s revenues.3 

Pillar #3: Improving product and 
content distribution 
AI in investment management is 
reshaping distribution and enabling 
firms to extend their distribution 
models into new markets and 
customer segments which have 
been traditionally underserved. AI is 
also facilitating scaled distribution of 
customised products and tailored client 
interactions. As sales team productivity 
continues to decline, driving growth in 
a challenging operating environment 
will require industry incumbents to 
adopt a new approach to distribution 
and client servicing models. AI can help 

firms fundamentally enhance their 
existing models and time-to-market. 
Let’s take a practical example—
customer relationship management 
(CRM) tools can provide the workflow 
and interaction with the sales team. 
AI-enabled analytics can provide 
differentiated insights and actions. 
Together, these tools can equip sales 
teams with easier and quicker access to 
relevant content.

Advisor and customer segmentation, 
and customer experience have 
emerged as new battlegrounds 
in investment management. AI is 
changing how financial institutions 
attract and retain customers, and 
through this, offers the opportunity 
for firms to innovate and enhance the 
investor journey, from segmentation 
and outreach through to content 
distribution and reporting. What 
is certain now is that investment 
management firms can no longer rely 
solely on price and outperformance 
to attract investors. Firms that adapt 

their products and integrate AI, data, 
and analytics into their service delivery 
models will be better placed to optimise 
and execute their product and content 
distribution strategies. 

Enhanced digital engagement can also 
improve sales efficiency by using AI-
enabled robo-advisors and chatbots 
to impact the sales and servicing 
cycle. Firms have recognised a new 
opportunity to gain direct distribution 
to investors, benefit from enhanced 
efficiencies in servicing small accounts, 
and offer value-added services for 
advisors. This has translated into a 
wave of investment activity, with asset 
managers and intermediaries acquiring 
or investing in robo-advice technology. 

IM in action — B2B platforms
In 2018 UBS Asset Management 
announced that it is launching a white-
label platform, UBS Partner, which 
will allow advisors to assess client 
portfolios against individual goals and 
risk appetites, as well as make buy 

or sell recommendations, based on 
proprietary algorithms.4 

Pillar #4: Managing risk
AI can bolster compliance and risk 
management functions as risk issues 
typically include ambiguous and/
or improbable events.5 Traditional 
methods of risk analysis can no longer 
handle the ever-increasing volume of 
data. AI-enabled risk management can 
identify and manage both known and 
unknown risks in these vast pools of 
data. In terms of practical examples, AI 
can help investment management firms 
to: 

 • Automate consumption and analysis 
of data 

 • Reduce administrative activities 

 • Focus employees’ time on exception-
based handling and resolution of 
identified errors, inconsistencies in 
expected outcomes, and compliance 
violations 

3.  “BlackRock bets on Aladdin as genie of growth”, Attracta Mooney, 18 May 2017. Retrieved from https://
www.ft.com/content/eda44658-3592-11e7-99bd- 13beb0903fa3.
4.  “UBS launches ‘Aladdin for advisers‘”, Robert Van Egghen, 13 March 2018. Retrieved http://igniteseurope.
com/emailcontent/1909544/223684.
5.  “Why artificial intelligence is a game changer for risk management”, Deloitte, 2016.
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IM in action—Liquidity risk 
management 
In 2017, BlackRock announced that it 
would incorporate internal trade data 
into its existing market liquidity model, 
and apply machine learning techniques 
to more accurately calculate the cost of 
redemptions and gauge liquidity risk.6 

Adoption and implementation risks 
The journey to successfully adopting 
and implementing AI will involve 
strategic and operational risk 
considerations which early adopters, 
niche innovators, and large-scale 
players will need to carefully evaluate 
and address. An essential part of this 
roadmap will involve understanding, 
identifying, and managing the risks 
which will punctuate the AI journey. 
Effective risk management will be 
imperative. Leadership should 
articulate risk management practices 
and embed them across the 
entire organisation. Boards, senior 
management teams, and control 
functions will be required to increase 
their understanding of AI. Similarly, 

technology staff specialising in AI 
should develop a clear understanding 
of the risk and regulatory implications 
of AI.7 

Rolling out AI will require agility in 
development, as well as the right 
combination of people, processes 
and technology. With a limited talent 
pool, there is a “war for talent” as 
financial institutions compete with 
other industries to attract and retain 
people with the knowledge, skills and 
capabilities needed to create an AI-
enabled workplace. The absence of 
a long-term talent strategy could be 
a major speed bump down the line 
for firms looking to gain a competitive 
advantage and fully benefit from 
larger-scale AI opportunities. Early 
adopters need the right mix of talent to 
accelerate their progress. 

The AI journey will undoubtedly be 
challenging but the opportunities for 
investment management firms will be 
transformative. 

Where should investment management 
firms start? 

 • Clearly define your AI strategy, 
articulating your business goals and 
understanding how AI will be utilised 
as part of your business model. As 
part of this process firms will need 
to evaluate implications from a risk 
perspective. 

 • Determine your go-forward path. A 
“pilot, prove, and scale approach” can 
rapidly demonstrate business value. 
Firms can start today by identifying 
and evaluating use cases and 
presenting leaders with options for 
creating value. Operational discipline 
through robust project management 
and change management will be 
critical to enabling scale. 

 • Continue to focus on short-term 
value and quick wins. However, 
don’t let short-term priorities distract 
from understanding and appraising 
the long-term implications of AI. 
Make the appropriate investments in 
talent and technology needed for the 
transformation ahead. 

 • Embrace strategic collaborations 
and partnerships to solve issues 
collectively and benefit from collective 
ideation, shared capabilities, and 
investment. Co-development will 
enable firms to sustainably develop 
unique and differentiated products 
and services. 

 • Work with industry stakeholders 
and engage with industry associations 
and regulators. Successful wide-
scale adoption of AI in investment 
management will require firms to 
work with a broad set of stakeholders. 
Collaboration with industry 
associations and regulators will be 
important to ensure that investment 
managers have a voice at the table to 
appropriately influence standards and 
regulatory developments.  

6.  “BlackRock to use machine learning to gauge liquidity risk”, Faye Kilburn, 24 July 2017. Retrieved from 
https://www.risk.net/asset-management/5307586/ blackrock-to-use-machine-learning-to-gauge-liquidity.
7.  “AI and risk management - Innovating with confidence”, Deloitte, 2018.

This article is sourced from 
Artificial Intelligence 
- The next frontier in 
investment management
Deloitte.ie
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In conversation 
with Bob Contri 
An Interview with Deloitte’s Global 
Financial Services Industry Leader.
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Thank you for agreeing to this 
interview. Can you begin by telling 
me a little about your career 
path to date and your role and 
responsibilities as Global Financial 
Services industry leader in 
Deloitte?
After completing undergraduate and 
business school my working career 
began with Deloitte. My tenure has 
enabled me to work with many U.S., 
regional and global universal banks 
and other financial institutions. 
Throughout my time at Deloitte I have 
been fortunate to hold a number 
of medium and long-term foreign 
assignments. These experiences are 
incredibly important as we aim to 
think more global and they allow me 
to better reflect the experience of our 
global financial services clients. Prior 
to leading Global Financial Services for 
Deloitte, I ran the U.S. Banking & Capital 
Markets practice and then the U.S. 
Financial Services practice.

As Global Financial Services Industry 
Leader, I am responsible for overseeing 
Deloitte Global’s four financial 
services sectors: Banking & Securities, 
Insurance, Investment Management, 
and Real Estate. This involves setting 
the overall strategic direction and go-

to-market strategy for the practice, 
including helping financial services 
clients to respond to the myriad of 
regulatory, growth, technology, and 
innovation challenges present in today’s 
competitive marketplace.

What do you see as the biggest 
issue confronting financial services 
today? 
Technology. Not just automation 
but also the way that emerging and 
disruptive technology is forcing 
financial institutions to reimagine 
virtually all aspects of the business. 
So, if we look at the back office, for 
example, traditionally this was the 
engine of a financial institution. Until 
now, that’s meant structure, reliability, 
and efficiency—all things that are 
independent of revenue. But the 
competitive forces bearing down on 
financial services are also changing the 
way we ordinarily think about financial 
operations. So, for example, Application 
Programming Interfaces (APIs), which 
let software programmes communicate 
with each other without exposing their 
underlying functions, have become a 
way to open up the financial system 
to outside parties. For instance, the 
UK’s open API standards for banking 
touched off similar reform efforts in 

east Asia and Australia. In addition, 
the European Union went live with its 
Second Payment Services Directive 
(PSD2) on 13 January 2018.

With these developments, the pressure 
is on for firms to provide access to 
their proprietary environments. A key 
challenge, though, is the extensive 
IT infrastructure that powers banks, 
insurers, and other financial services. 
Decades of quick fixes, narrow 
point solutions, and homegrown 
workarounds have left incumbent 
institutions with a complex patchwork 
of legacy systems. As a result, it’s 
become harder for back offices to keep 
up with the industry’s rapidly changing 
needs.

But the shift to an open model is 
making some degree of modernisation 
unavoidable. Leading firms are looking 
at how they can tighten up their internal 
financial processes to enable innovative 
development. They’re reassessing core 
operating infrastructure as an asset 
to be reused, shared, and monetised 
through APIs. And, increasingly, they’re 
looking to FinTech companies as 
potential partners in this endeavour.

Bob Contri 
Deloitte Global Financial 
Services Industry Leader
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Won’t an open-architecture 
environment intensify concerns 
about data protection and 
ownership?
Yes, that’s true. Data-rich financial 
institutions are prime targets of cyber 
attack. Until recently, institutions 
have been relatively free to follow 
their own path and timeline in their 
cyber risk management efforts. But 
regulators are starting to lay down 
some cyber security rules for financial 
services firms. The new regulations 
seem designed to establish uniformity 
and minimum standards, increase 
transparency, provide accountability, 
and protect policyholders from privacy 
violations.

The obvious challenge is coping 
with new loss control and reporting 
standards. These could increase 
compliance budgets for those that 
haven’t already taken such steps. 
What’s more, it’s a good bet that 
compliance demands will multiply—not 
just domestically but also worldwide.

How can the industry get ahead of 
this?
Already, the industry is working with 
regulators to address cyber risks, 
including policy issues related to 
intelligence, coordination, resilience, 
and response. Firms are boosting 
cyber security budgets within their 
own organisations as well. They’re 
also recruiting specialised talent to 
bake cyber security into every aspect 
of change, from overhauling legacy 
systems to adopting new technologies.

Of course, cyber security isn’t the 
only talent gap…
That’s right. For some time now, 
financial firms have been competing 
with technology companies for campus 
hires. FinTech firms in particular can 
offer the excitement and upward 
mobility of a startup plus the résumé 
boost of working with cutting-edge 
technologies. They also offer a cachet 
and business culture that many in 
financial services can find difficult to 
match.
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Even so, business conditions point to 
adding change management, digital IT, 
and architecture development to the 
roster of in-house capabilities. Firms 
also need loss control specialists to 
enhance risk management, recovery, 
and compliance programs. Finally, 
given the rise of digital banking and 
insurance, even the back office will 
need some familiarity with customer 
and user experience.

Our conversation so far has 
focused on the back office, but 
technology is also disrupting the 
middle and front office. What do 
you think lies in store in these 
areas?
Middle office personnel are on the 
front lines of regulation, standards, and 
compliance. They’re also the ones who 
must keep revenue producers within 
defined parameters of risk, even as 
they enable the most advantageous 
deals they can.

Deloitte surveyed more than 200 
financial services executives about 
technology, transformation, and talent 
in the industry. Their responses had 
some interesting implications for the 
future of middle-office processes.

First of all, more than two-thirds felt 
that technology innovation will play a 
key role in industry change.

The innovations most relevant to the 
middle office include several financial 
infrastructure technologies that are 
under development. Digital identity 
offers a real-time and trusted means 
of identifying true legal persons. 
Smart contracts, also called software-
automated transactions, capture 
obligations among financial institutions 
so that appropriate actions are 
automatically executed. Another is 
blockchain, which provides a safe way 
for parties to electronically transfer 
assets to one another without relying 
on trusted intermediaries.

An application that’s been in the 
spotlight lately is RegTech which can 
help financial institutions meet an 
increasingly complex array of oversight 
commitments. More than automate 
existing processes, RegTech helps 
increase the speed and fidelity of 
compliance while bringing greater 
transparency and stability.

Regulation was on the minds of our 
survey respondents as well. Among 
them, 57 percent believed risk and 
compliance would be one of the top 
three business areas most affected by 
industry changes within the next five 
years.

Isn’t that counterintuitive?
It may seem counterintuitive but 
after a decade of intense scrutiny 
by regulators globally, firms seem to 
be sensing some stabilisation. At the 
same time, however, a trend toward 
financial regionalisation has sprung 
up. Diverging regulatory priorities are 
leading to the development of financial 
services models that are custom-built 
to local conditions. As a result, industry 
players are forging distinct paths in 
different regions of the world.

What will be the impact of this 
financial regionalisation? 
It will mean cultivating locally 
competitive advantages and integrating 
with local economies. Overcoming 
this inefficiency will require risk 
management, regulatory compliance, 
quant analytics, and other middle-office 
teams to work together in an integrated 
way and always in alignment with 
strategy.

 “Recruiting specialised 
talent to bake cyber 
security into every 
aspect of change, from 
overhauling legacy 
systems to adopting 
new technologies.”

Bob Contri 
Deloitte Global Financial  
Services Industry Leader

FinSight  | In conversation with Bob Contri 
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Given these changes, it’s no surprise 
that almost 70 percent of our survey 
respondents said an understanding of 
regulation and risk is the number-one 
skill needed for success. They also 
reported that the capacity to anticipate 
change and evolving trends was 
important, with more than half saying 
this was a skill their firms would need.

So the middle office will need more 
diverse capabilities than before?
I think so. Of course, people still have to 
know analytics and financial modeling 
in order to carry out risk quantification, 
portfolio management, and other 
traditional processes. But now, they 
also need a deep understanding of 
local markets and public policy—and 
they need to be able to connect these 
insights with their analyses to support 
strategic decision-making.

That sounds challenging!
It is challenging and as if it weren’t 
enough, middle-office staff may also 
have to get used to a new kind of 
coworker—artificial intelligence (AI). 
Already, firms are starting to explore 
robotic process automation (RPA) 
algorithms to execute work on existing 
systems. Just over the horizon are 
machine-learning algorithms that 

can, among other things, interpret 
government regulations.

You have shared some great 
examples of how emerging 
technologies are helping financial 
institutions to move toward a more 
customer-centric culture, but are 
customers feeling the benefits yet?
They will before long. Digital disruption 
is threatening incumbent firms’ 
control over the customer experience, 
prompting leading firms to take a 
harder look at the makeup of their 
front office. To understand some of the 
ways that this is playing out, let’s look 
at the front office from three angles: 
automation, regulation, and talent.

To reduce costs, incumbent firms are 
eliminating in-person services in favor 
of digital self-service. They’re also 
looking into technologies that help 
them anticipate customer needs and 
cross-sell fee-based services more 
efficiently.

For their part, customers—retail 
and corporate alike are demanding 
seamless, tailored product and service 
choices. They also expect user-friendly 
interfaces along with a level of service 
once reserved for the biggest of 

spenders. And if customers don’t get 
these things, they can now take their 
business elsewhere—perhaps to one of 
the e-commerce or FinTech players that 
have entered the market.

So, what we can anticipate may be 
wealth management firms using 
artificial intelligence (AI) to customise 
strategies for clients, banks pooling 
customer data for personnel to tap into 
during sales meetings, and insurers 
embedding physical objects with 
wireless technologies so they can offer 
coverage at the point of need.

Then, if we look at the second area 
I mentioned — regulation. For 
incumbent institutions, regulation in 
the front office can be both a plus 
and a minus. On the plus side, it 
creates barriers to entry that blunt 
the competitive threat from upstart 
providers, notably technology 
companies. On the minus side, 
regulation is costly and makes it harder 
to provide individualised offerings 
through traditional channels.

But customers continue to derive 
confidence from regulatory supervision. 
They also expect rapid on-boarding and 
a seamless customer experience. And, 

increasingly, they’re demanding greater 
control over their own information 
with regulators in various jurisdictions 
beginning to signal their support.

So, what we can anticipate for 
regulation is investment firms engaging 
third-party platforms to manage know-
your-customer processes, insurers 
applying cognitive technologies to 
resolve non-routine customer issues, 
and loan officers using blockchain 
technology to confirm identity and 
financial history at the point of sale.

The third angle that I mentioned was 
talent. Financial firms famously rely on 
technology talent. Their needs extend 
from application developers and 
support engineers to data modelers 
and cyber-risk experts. The transition to 
mobile technologies, with open banking 
on the horizon, has further raised the 
demand for IT know-how.

Meanwhile, as technology and data 
sources look increasingly similar across 
the industry, customers are left to 
differentiate firms by their front offices. 
The standouts combine creative 
domain expertise with technical skill. As 
a result, technology is making its way 
into customer-facing roles, reducing 

FinSight  | In conversation with Bob Contri 
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handoff issues along with the need for 
divisions of labor.

So, developments that we are likely 
to see include brokers deploying bots 
to carry out trades, banks using AI to 
interact with customers, and firms in 
all sectors approaching the front office 
as a set of capabilities rather than 
colleagues.

Last question! How quickly do 
you think all of these changes are 
coming and what should financial 
institutions be doing now to 
prepare?
Very quickly. Financial institutions 
will have to build flexibility into their 
organisations. The good news is that, 
although they are known for their 
conservatism, financial services have 
always embraced technology. Already, 
we are seeing large institutions pivot, 
turning to a future where digital 
innovation will be a permanent feature 
of day-to-day business.

 “70 percent 
of our survey 
respondents said 
an understanding 
of regulation and 
risk is the number-
one skill needed for 
success.”
Bob Contri 
Deloitte Global Financial  
Services Industry Leader
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Taking to 
the Cloud

Faced with competition from new entrants and 
evolving consumer demands, the insurance 
industry is sharpening its focus on operational 
efficiency, productivity, and costs while leveraging 
new technology and talent to develop innovative 
products and services in the digital economy.  

Insurance Industry 
Outlook 2019

Sam Friedman
Insurance research leader
Deloitte Center for 
Financial Services 

Michelle Canaan
Insurance research 
manager Deloitte Center 
for Financial Services 

Andrew N. Mais
Senior manager, regulatory 
specialist Deloitte Center for 
Financial Services 

Nikhil Gokhale
Insurance research manager
Deloitte Center for Financial 
Services 
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Technology is to the fore in 
Deloitte’s 2019 Insurance 
Industry Outlook which 

identifies the trends that will 
impact insurers over the next 
12-18 months. From an Irish 
perspective, we have experienced 
a significant ramp up of Irish 
insurers engaging with us on 
how technology will be a key 
enabler driving their business 
forward, both from a cost out 
and growth perspective. Unlike 
18 months ago, when many 
insurers were having discussions 
about the need to invest in new 
technologies, we are now seeing 
a move to executing with budgets 
being allocated and programmes 
being activated. While spend and 
investment will continue to be 
needed to support regulatory and 
financial standards such as GDPR 
and IFRS 17, insurers — both at 
group and local level—are turning 
their attention to areas such as 
cloud, blockchain and cognitive 
applications to enhance speed to 
market. 

Technology Trends
Cloud is high on the agenda
In Ireland, as elsewhere, insurance 
carriers have already embarked on the 
journey to cloud.

Market pressures on premiums 
are driving carriers to leverage the 
power of the cloud to deliver scalable 
on-demand digital services while 
reducing time to market. The focus 
on DevSecOps and cyber means that 
organisations are really looking at 
how they can balance the need to get 
new, more relevant products out the 
door faster while ensuring they have 
the right tools in place to secure both 
development and operations. 

Using cloud storage and computer 
power to deliver business insights and 
enhance fraud detection, risk modelling 
and financial reporting will have a 
significant impact on carriers’ ability 
to scale to meet the needs of their 
businesses and customers. 
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A balanced and considered move to 
cloud is now a key topic of discussion 
at Board level. Requests from our Irish 
clients to present to Executive Boards 
on this topic have greatly increased in 
the last 6 months. There is a growing 
recognition that moving to the cloud 
comes with many benefits; flexibility, 
shifting from asset ownership to 
services and removing legacy and 
technical debt. 

To maximise benefits, carriers should 
develop a multiyear cloud strategy 
and give cloud a higher priority when 
deploying new applications. At the 
same time, carriers should utilise the 
advanced capabilities of cloud to gain 
access to better analytics for business 
decisions.1

For legacy systems, carriers should 
apply scoring rules based on business 
value, application complexity, and 
system criticality to identify which 
applications to migrate to the cloud and 
when. The result will be a phased cloud 
migration path based on the carrier’s 
specific requirements.2 

The insurance industry is actively 
working with Blockchain as a 
transformational technology to address 
a number of established issues, pain 
points and costs.

The general approach is to re-engineer 
or entirely reimagine broken processes 
rather than to draw out marginal 
efficiency benefits. Many of the major 
carriers and reinsurers are participating 
in consortia. RiskBlocks in North 
America focuses on FNOL, proof of 
insurance, fraud, agent and broker 
licensing, and regulatory reporting. In 
another example, B3i in Europe has 
created a ‘Property Catastrophe XOL 
smart contract’. Elsewhere, individual 
insurers are testing a plethora of 
blockchain innovations in areas such 
as automated settlement, usage-based 
motor insurance, KYC, trade finance 
and much more. 

While many value-creating concepts 
have been demonstrated over the past 
3-4 years, the major question facing 
insurers is what is the right approach 
to developing Blockchain applications: 

1.  David Linthicum, “Finding the killer cloud-based machine learning applications, ”Deloitte on Cloud Blog, August16, 2018.
2.  Katherine Noyes, “Insurers take to the cloud,” Deloitte Insights for CEOs published in the Wall Street Journal, April 30, 2018.

does an individual carrier have the 
network of participants required to 
launch and scale a Blockchain platform, 
should they join an established 
consortium, or is there an opportunity 
to form a new consortium?

2018 was mostly about assessing 
where the most immediate value of 
distributed ledger technology may 
lie for insurers, determining what 
processes to upgrade initially, and 
figuring out how to collaborate with 
competitors. This year will likely see the 
industry move past basic education 
and proofs of concept to preparing for 
the launch of an increasing number 
of real-world blockchain applications 
impacting day-to-day operations. 

In Asia, for example, AIA Hong Kong 
launched a blockchain-enabled 
bancassurance platform allowing the 
life insurer and its bank distributors 
to share policy data and digital 
documents in real time, streamlining 
the on-boarding process, improving 
transparency, and reconciling 
commissions automatically through 
smart contracts. 

There is a growing
recognition that
moving to the cloud
comes with many
benefits - flexibility,
shifting from asset
ownership to
services and
removing legacy
and technical debt.

FinSight  | Taking to the Cloud
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On the property-casualty side, the 
Hong Kong Federation of Insurers 
is working to establish a blockchain-
based auto insurance platform.3 In 
Europe, AXA is offering flight-delay 
insurance over a blockchain platform 
with parametric triggers and smart 
contracts.4 

In addition, groups of insurers are 
forming consortiums to share startup 
expenses as well as enable cross-
industry collaboration, open-source 
agility, and quicker scalability.
 
While we probably won’t see sudden 
and dramatic implementation growth 

in 2019, large carriers and consortiums 
are expected to launch more impactful 
blockchain initiatives that could change 
the shape of insurance operations. 
This could set the stage for much 
wider blockchain adoption across the 
industry going into 2020. 

Product Development
The insurance industry is quickly 
becoming the next battleground for 
new entrants with innovative business 
models and value propositions that 
challenge traditional carriers.

Changing consumer behaviour along 
with the rise of InsurTech, advanced 
technologies and the gig and sharing 
economy are disrupting every 
dimension of the value chain. What we 
see in the market is that InsurTechs are 
not seeking to compete with or displace 
incumbents. Instead, they aim either to 
solve legacy problems or to enhance 
underwriting, distribution, and claims 
functions.

Partnerships between InsurTechs 
and incumbents can help to build a 
connected community that is more 
modular, flexible, and customer-centric. 
Already, a number of indigenous 
InsurTechs are partnering with Irish 
carriers and communities such as the 
Dogpatch lab in the iFSC. Our EMEA 
Deloitte InsurTech Leader, Nigel Walsh, 
is currently increasing engagement 
with local insurers who are scanning 

3.  Gabriel Olano,“Hong Kong blockchain motor insurance project in the works,”Insurance Business Asia, April 14, 2018.
4.  “AXA goes blockchain with fizzy,” AXA website, September 13, 2017.
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the global InsurTech community to 
collaborate with tech companies that 
can solve particular challenges and find 
opportunities across the value chain. 

Proposition design now starts with 
the customers and works back to the 
business rather than arriving in the 
market without customer testing.

Incumbents can speed up innovation 
either by integrating InsureTech’s 
next-generation technical capabilities 
and entrepreneurial culture into their 
existing environment or by establishing 
a NewCo style InsureTech entity. 

The Deloitte 2019 Insurance Industry 
Outlook shows that personal lines 
have attracted the lion’s share of 
InsurTech activity up to now, but more 
applications are expected to target 
underdeveloped areas, particularly the 
small-to-middle commercial markets 
as well as life insurance, perhaps 
leveraging the innovations in sensors, 
analytics, and distribution already 
deployed in auto and homeowner’s 
insurance for other sectors. However, 
while sensor-based telematics policies 
are poised to become a major force in 

product development, such programs 
may yet end up being a major challenge 
for insurers to implement and market.

Future of Work
We are seeing a number of mega 
trends coming together to create real 
and lasting disruption on the people 
side of Irish insurance businesses. 
These trends impact the work that 
people do, the make-up of the 
workforce, and where work gets done. 
They include:

 • Diversity and generational change 
– millennials now make up most of 
the workforce, but they are working 
alongside three other distinct 
generations. The 50-year career 
is becoming a reality as lifespans 
increase.

 • Impact of technology – there are 6bn 
smartphones in the world, creating 
a “tsunami” of data that enables 
machine learning. 

 • Automation – The unit cost of 
implementing robotic process 
automation has shrunk from €500k 
per robot in 2008 to approx. €20k 
today.

 • Jobs and careers – an increasing 
number of jobs (up to 50% in some 
analyses) have potential to be 
automated. In the meantime, the “half-
life” of a learned skill is now 4.5 years.

The challenge is to take advantage 
of the benefits technology and 
automation can create, while also re-
skilling the workforce and appealing 
to new and diverse talent pools when 
sourcing the skills needed for a digital, 
customer-focused world. 

Most insurers are decomposing jobs 
to analyse how work is currently 
performed, determine which 
capabilities can and should be 
automated, and establish what new skill 
sets may be required to maximise the 
value employees can bring in the wake 
of automation. The time and attention 
of actuaries, underwriters, claims 
adjusters, and other key players will 
likely be freed up for higher-level tasks 
and more strategic responsibilities.5 
Employees should ultimately be 
spending more time on ideation and 
decision making - and far less on 
computation and distillation. 

Partnerships 
between InsurTechs 
and incumbents 
can help to build 
a connected 
community that 
is more modular, 
flexible, and 
customer-centric.

5.  Darryl Wagner, Tony Johnson, Nate Pohle, and James Dunseth, “Evolution of the actuary,” Deloitte Consulting LLP, 2018.
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Beyond technology, insurers are also 
putting plans in place to respond to 
broader, fundamental employment 
shifts as more professionals join the 
open talent economy—a blend of full 
and part-time workers, short-term 
contractors, and freelancers. 

We see that organisations are moving 
towards becoming networked 
“ecosystems”, where full time staff, 
contractors, partners, and machines, 
work alongside each other to deliver 
digital products and services in real-
time to consumers. This shift is likely 
to continue to disrupt the insurance 
sector in Ireland as businesses 
compete for the skills and mind-set of a 
generation of “digital natives”.

Integration of cutting-edge technology 
should help insurers attract younger, 
more tech-savvy workers into the 
industry. However, this new workforce 
will likely demand an exceptional 
physical and digital workspace, as well 
as an appealing experience that puts 
employees at the centre, helps them 
feel engaged, and keeps them in the 
fold.

While recruitment of new blood is 
important, insurers should also pay 
close attention to retraining and 
retaining Baby Boomers, who typically 
have irreplaceable institutional 
knowledge and industry experience. 
Cross-mentoring between Baby 
Boomers and Gen Z employees just 
entering the workforce could benefit 
both groups.

Regulation
Insurance regulators around the 
globe are broadening their focus from 
solvency to include market conduct 
oversight. Insurers are expected to 
maintain embedded conduct risk 
frameworks with strong product 
governance from origination through 
the sale process to maturity alongside 
individual accountability and an 
effective risk management culture. 
To enable continuous oversight and 
management of the sales process, 
insurers may increasingly look to 
RegTech. 

6.  Central Bank of Ireland. Economic Letter : Climate Change and the Irish Financial System. Philip R Lane, Vol 
2019, No 1. https://www.centralbank.ie/docs/default-source/publications/economic-letters/vol-2019-no-1-
climate-change-and-the-irish-financial-system-(lane).pdf?sfvrsn=2
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The Central Bank of Ireland (CBI) 
put a strong focus on strengthening 
consumer protection and resilience in 
the recently published Strategic Plan 
2019-2021 and is asking firms to look 
at their outsourcing arrangements 
to ensure that they have effective 
risk management and governance 
arrangements in place.

In an Economic Letter on Climate 
Change and the Irish Financial System6, 
the CBI also recently highlighted its 
role in ensuring that financial firms 
incorporate climate change into 
strategic and financial plans and that 
consumers have sufficient information 
to navigate the financial risks posed by 
climate change. 

Cyber Risk
In early 2018, one think tank estimated 
that cybercrime costs the global 
economy the equivalent of 0.8 percent 
of GDP, or $600 billion annually.7 As 
regulations to reduce the more obvious 
cyber risks go into effect, insurers 
may wish to begin preparing now 
for increased worldwide regulatory 
oversight (see figure 1).
 

Figure 1: Cyber risk management attracts global regulatory interest
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Response

Source: IAIS Update: 2018 Global 
Seminar, September 2018.

The G7 developed the 
"Fundamental Elements 
of Cyber security for the 
Financial Sector" to help 
bolster the overall cyber 
security and resilience of 
the international financial 
system. 

7.  James Andrew Lewis, Economic impact of cybercrime – No slowing down, Center for 
Strategic and International Studies in cooperation with McAfee, February 21, 2018.
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Insurers are likely 
writing cyber risk
with extreme caution 
because of the unmet 
challenge in modelling 
a moving target, as 
new threat actors and 
types of attacks keep 
emerging.

From an Irish perspective, 2018 was 
a big year for security and privacy 
with GDPR coming into full force. The 
insurance sector invested huge time 
and energy into identifying and treating 
risks raised by GDPR. 

The 2019 Cyber security threat 
landscape is ever evolving and so 
too are the response requirements. 
Insurers are dealing with a rise 
in faceless cybercrime such as 
ransomware and denial of service 
attacks as well as a rise in reported 
internal and external data breaches. 
This is partly due to the increased 
monitoring the industry has put in 
place. The associated costs of dealing 
with a breach have escalated and 
many organisations are looking to the 
insurance industry to help them treat 
the cyber risks they are identifying as 
an area of deep interest and focus for 
the InsurTech startup community.

Meanwhile, the consumer expects 
to rely on the insurance industry 
in the event of their own crisis and 

entrusts some of their most personal 
data to them. It is important for 
insurers to understand their own 
cyber maturity posture so that they 
can treat the security risks identified 
appropriately and maintain consumer 
confidence. From the connected car 
to personalised drug therapies to the 
smart home, insurance is becoming 
more influenced by technology on a 
daily basis. Therefore, it is imperative 
that the security aspects of new 
technologies are considered both from 
a service and underwriting perspective. 

For the most part, cyber insurance has 
yet to live up to expectations of being 
perhaps the biggest organic growth 
opportunity for property-casualty 
insurers. A recent survey by the Council 
of Insurance Agents and Brokers found 
that only one-third of the respondents’ 
clients had purchased cyber coverage, 
which was the same as six months 
earlier, with policy limits averaging just 
$3.2 million - a proverbial drop in the 
bucket if a major event occurs.8 

Insurers are likely writing cyber risk 
with extreme caution because of 
the unmet challenge in modelling a 
moving target, as new threat actors 
and types of attacks keep emerging. 
It is also a difficult coverage to mass 
market because while vulnerabilities 
may be common, the risks are often 
individualised to each industry and 
buyer. There may be hesitance as well 
because data-rich insurers themselves 
are prime targets. 

As insurers continue to refine 
their cyber coverages and work on 
underwriting and pricing this emerging 
risk, carriers should reexamine existing 
property and liability policies for “silent” 
cyber coverage they didn’t intend to 
write, working with brokers and clients 
to make coverage explicit through 
clear revisions of terms and conditions, 
additional endorsements, and/or 
introducing supplemental, stand- alone 
policies. Directors and officers liability 
is one example of a standard coverage 
that could face new and perhaps 
unanticipated exposures for companies 
experiencing a cyber breach. 

8.  Cyberinsurance marketwatch survey: Executive summary, Council of Insurance Agents 
& Brokers, July 30, 2018.
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Privacy Trends
Consumer privacy is an emerging 
global issue for which insurers need to 
be prepared or risk suffering serious 
consequences. It requires involvement 
of just about all the stakeholders in an 
organisation, not just legal and IT. 

While insurers should work to ensure 
their operating models address and 
respect a broader definition of privacy 
and the management of privacy risk 
than may have been the standard 
previously, they should also be thinking 
about how to capitalise on the new 
types of data they are collecting via 
telematics sensors, social media, and 
other sources. 

How might the rapidly expanding 
universe of alternative data be 
productively and profitably harvested 
for the mutual benefit of insurers 
and their policyholders alike, without 
running afoul of any regulatory 
restrictions? The answer to this 
question could be a differentiator.

Sustainability Trends
Sustainability disclosure and risk 
management regulations may be the 
next major issues insurers face. More 
than 200 global regulator members of 
the IAIS have identified sustainability 
as a major emerging issue9 and a focus 
of the organisation’s five-year strategic 
plan.

Sustainability exposures the IAIS 
identified include liability, underwriting, 
market, investment, strategic, 
operational, reputational, pricing, and 
asset risks.

The G-20’s Financial Stability Board 
Task Force on Climate-related 
Financial Disclosures has issued 
recommendations, including 
disclosure of board oversight and 
of management’s role in assessing 
climate-related risks and opportunities. 
Regulators are also urging disclosure of 
climate change assessment metrics and 
risk management strategies, with some 
calling for climate change risk reporting 

to be included in the NAIC’s Own Risk 
and Solvency Assessment.

Disclosure is the core issue for 
insurers and involves various 
operational concerns. The task force 
says, “Disclosure of climate-related 
financial information is a prerequisite 
for financial firms not only to manage 
and price climate risks appropriately 
but also, if they wish, to take lending, 
investment or insurance underwriting 
decisions based on their view of 
transition scenarios.” 10 All disclosures 
should be included in a company’s 
public annual financial filings.11 

With the task force proposing a five-
year time frame for full implementation 
of its recommendations, insurers may 
wish to begin by ensuring appropriate 
goal setting and oversight at the board 
level, along with creating appropriate 
metrics for senior management, 
reflecting that climate risks are or could 
be material. 

As climate change may be tied to 
the rise in frequency and severity of 
natural disasters, this appears to be a 
core issue for insurers, as well as the 
broader financial sector and economy 
at large. 

Accounting Rule Changes
Significant changes are coming to 
insurance accounting. The International 
Financial Reporting Standards No. 17 
(IFRS 17), Insurance Contracts, was 
issued in 2017 and will be effective in 
most countries on January 1, 2021. At 
the same time, US GAAP is undergoing 
changes as the Financial Accounting 
Standards Board (FASB) recently issued 
ASU 2018-12, Targeted Improvements 
to the Accounting for Long- Duration 
Contracts. 

IFRS 17 is designed to enable 
consistent, principles-based accounting 
for insurance contracts. The new 
standard requires insurance liabilities 
to be measured at a current fulfilment 
value and provides a more uniform 

9.  International Association of Insurance Supervisors (IAIS), “Climate change and climate-related risk: What it 
means for insurance supervisors,” presentation, Moscow, July 27, 2018.
10.  Financial Stability Board, “Climate-related financial disclosures,” webpage accessed 2018.
11.  Ibid.
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measurement and presentation 
approach for all insurance contracts. 

For insurers subject to US GAAP, ASU 
2018-12 is a significant change that 
takes effect on a similar timeline to IFRS 
17. The ASU is effective for fiscal years 
beginning after December 15, 2020, for 
public business entities, and for fiscal 
years beginning after December 15, 
2021, for all others. 

ASU 2018-12 is meant to improve 
certain aspects of financial reporting 
related to long-duration insurance 
contracts, including the measurement 
of liability for future policy benefits 
related to non-participating traditional 
and limited-payment contracts, the 
measurement and presentation of 
market risk benefits, the amortisation 
of deferred acquisition costs (DAC), and 
presentation and disclosures. 

Tax Reform
We have seen significant international 
tax reform over the last number of 
years, as a result of initiatives such as 
the Base Erosion Profit Shifting (BEPS) 
project. A number of important actions 
have arisen from the project such as 
the introduction of the Multilateral 
Instrument which has effectively 

resulted in the amendment of many 
international double tax treaties and 
important changes including anti-
avoidance provisions being introduced 
in many countries. 

In 2018, we saw the introduction of 
a new EU Directive (DAC 6) which 
will require certain cross border 
transactions commenced on or after 
25 June 2018 to be reported to tax 
authorities. The scope of the Directive 
is very wide and it can potentially apply 
where no tax advantage arises. We also 
saw the Department of Finance publish 
Ireland’s Corporation Tax Roadmap 
which flags a number of areas where 
we can expect change in Ireland’s 
corporation tax regime in the future. 
In addition, a number of the provisions 
of the Anti-Tax Avoidance Directive 
(ATAD) were legislated for in Ireland 
including a new exit tax regime and 
the introduction of Controlled Foreign 
Company legislation for the first time in 
Ireland. 

Tax reform is set to continue into the 
future. At the end of last year the 
Department of Finance launched 
a public consultation in respect of 
the proposed interest limitation and 
anti-hybrid rules. More recently, we 
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have seen another public consultation 
launched by the Department of Finance 
in relation to amending and extending 
the scope of Ireland’s transfer pricing 
regime. 

The scale of tax reform and the 
requirements for increasing tax 
transparency has meant that tax has 
become a key focus at organisational 
and Board level. 

While each of the trends discussed 
in this article is important in its own 
right, a broader challenge for the 
industry may be tackling long-standing 
presumptions about brand strength, 
data mastery, capital access, and 
product complexity. The winners in 
the race to become the insurers of the 
future will be those with the ability to 
take advantage of new technologies 
and data sets, design services and 
solutions rather than products, 
transform operating platforms 
through collaborative initiatives and 
ecosystems, and do so in a pragmatic 
and material way. This evolution won’t 
happen overnight, but it is already well 
underway. The race is on.

Questions C-suite should consider
Cloud
Change the mind-set: Is your 
organisation ready to move core 
business capabilities into the cloud? 
Will you opt for cloud native solutions 
while migrating legacy systems? Are 
you starting to adopt cloud when 
developing new applications? Do you 
see cloud as a means to gain access to 
improved analytics and organisational 
agility?

Let’s get started: Does your cloud 
strategy include a multiyear, phased 
integration plan? Have you started 
to plan and upgrade processes and 
resources to achieve your cloud 
strategy? Have you identified the 
applications and workloads to be 
migrated to the cloud? Can you tap 
into an ecosystem of service providers 
to get maximum benefit from cloud 
adoption? Have you adapted your 
security policies for cloud use?

Product development
Change the mindset: Will your 
organisation respond to emerging 
consumer desire for increased 
personalisation and flexibility of 
insurance policies and services? 
Are you considering knocking down 
traditional product line silos to adapt 
to a changing economy? Is real-time, 
consumer-activated insurance a 
potential capability for your company in 
the near term?

Let’s get started: How will your 
company alter your policies and 
distribution system to meet evolving 
consumer needs and preferences? Will 
you consider aligning with InsurTechs to 
introduce new approaches, platforms, 
and policy designs? Are you effectively 
bolstering your IoT and sensor-based 
strategies to modernise current 
product development programmes?

The scale of tax 
reform and the 
requirements for 
increasing tax
transparency has 
meant that tax has 
become a key focus 
at organisational 
and Board level.
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Talent
Change the mind-set: Is your 
organisation analysing the changes 
in employee and management skill 
sets needed to maximise the value 
of emerging automation? How might 
you engage the open talent economy 
to capitalise on the need for flexible 
staffing and work environments? 

Let’s get started: Are you developing 
leaders who can guide an evolving 
workforce to take full advantage of 
a digital organisation? Does your 
talent strategy include the capability 
for ongoing adaptation What is your 
plan to attract and retain younger, 
tech-savvy employees as well as retain 
experienced Baby Boomers? Are you 
considering tax, health care, regulatory, 
pension, and immigration reform to 
maximise the cost benefit equation?

Regulation
Change the mind-set: Is your 
company positioned to comply nimbly 
and efficiently with changing levels and 
areas of focus for regulatory oversight 
such as market conduct, cyber risk 
management, and privacy?

Let’s get started: Has your 
organisation considered how it will 
respond if regulatory standards 
for acceptable producer behaviour 
change and perhaps differ? Are you 
reviewing your product design and 
mix to minimise compliance and 
competitiveness concerns? Have 
you examined adopting RegTech to 
better enable ongoing oversight of the 
sales process and other compliance 
challenges?

Cyber risk
Change the mind-set: Are you 
managing your cyber risk in a way that 
enables secure innovation? Is your 
organisation embedding security early 
on for digital investments and moves 
to the cloud? Does cyber security 
permeate every level of the company?

Let’s get started: Do you know where 
all your data are and what risks attach 
to that? Is your organisation prepared 
to properly manage third-party cyber 
security risks, including cloud adoption 
and concentration exposures? Do you 
have business continuity and exit plans 
in place for your third party provider 
relationships?

Privacy
Change the mind-set: Are you 
considering the effect on your 
operating model if the data you have 
is no longer wholly yours? Are you 
prepared or preparing to cope with 
increased consumer rights to their 
data?

Let’s get started: Are you taking 
an enterprise-wide approach 
to compliance with new privacy 
regulations where they impact your 
firm? Is it being driven from the top? 
Even if not directly affected by new 
laws, are you preparing to address 
consumer privacy concerns? Given 
the spotlight on sharing and using 
customer data, is your firm positioned 
to successfully capitalise on the full 
value of the growing number of sources 
and volume of information while 
satisfying regulatory concerns?

Tax reform
Change the mind-set: As new 
guidance is issued, forward planning 
and evaluation of tax operating models 
may help insurers maintain their 
returns. Are you challenging the status 
quo in light of the new realities?

Let’s get started: Have you 
appropriately modelled your 
organisation’s tax profile to mitigate 
tax burdens? Is your ERP system tax 
enabled? Have you reviewed the tax 
function’s resource model? Have you 
considered handing off non-core items 
to outside providers and optimising 
your technology use to enable more tax 
function focus on high-value items?

This article is sourced from 
2019 Insurance Industry 
Outlook - Strategies to 
stay competitive in the 
insurance market
Deloitte.com
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Blurring the Lines

Although Open Banking initiatives are gaining traction, 
the creation of a safe and fully functioning cross-
industry data sharing ecosystem is still some way 
off. More needs to be done by firms and regulators 
to raise consumer awareness and reach scale, even 
in jurisdictions where Open Banking regulations are 
already in place. Yet, there is little doubt that markets 
believe that Open Banking, closely followed by a 
broader cross-industry data sharing ecosystem,  
are the way forward. 

Creating an Open Banking 
data sharing ecosystem

David Strachan
Head of EMEA 
Centre for 
Regulatory Strategy

Valeria Gallo
EMEA Centre for 
Regulatory Strategy

Stephen Ley
Head of Payments 
Co-head EMEA 
Payments
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While Europe might 
reasonably claim to 
be the ‘cradle of Open 

Banking’, open banking initiatives 
are popping up elsewhere. It is 
beyond the scope of this article to 
list all of the initiatives currently 
underway, but most fall into one 
of two categories: market-driven 
or regulatory-driven.

Market-driven
A number of countries, including 
India, Japan, Singapore, and South 
Korea, do not currently have formal or 
compulsory Open Banking regimes, 
but their policymakers are introducing 
a range of measures to promote and 
accelerate the take-up of data sharing 
frameworks in banking.   

In Singapore, MAS and The Association 
of Banks have published an API 
Playbook to support data exchange and 
communication between banks and 
FinTechs. 

In Japan, the FSA has established 
an authorisation process for TPPs, 
introduced an obligation for banks 
to publish their Open APIs policies, 
and encouraged banks to contract 
with at least one TPP by 2020. The 

Australia stands 
out for its scale 
of ambition. The 
CDR Act will allow 
customers to 
share their data 
with whichever 
authorised parties 
they choose.

majority of Japanese banks are taking 
this regulatory encouragement very 
seriously and are on track to fulfil the 
2020 deadline.

The US have also opted for a market-
led approach, but without any material 
government initiatives to support 
the development of Open Banking 
products and services. 

A recent US Treasury report 
recommended developing regulatory 
approaches to enable secure data 
sharing in financial services. However 
due to the highly fragmented and 
state-based nature of banking and 
banking regulation in the US, as well as 
a cultural aversion to ‘red tape’, there 
is little discernible appetite currently 
for taking this forward and issuing 
a common federal policy on Open 
Banking. 

The major US banks are well aware 
of the strategic importance of Open 
Banking and are developing API-based 
offerings, in contractual partnerships 
with third parties, as a way to attract 
new customers and maintain/gain 
competitive advantage. However, in 
the absence of an industry-wide API 
strategy, screen scraping remains 

prevalent as a way for TPPs to provide 
innovative services to customers 
without having to enter into a 
contractual agreement with each 
bank. This is costly and inefficient for 
TPPs, but also difficult for banks which 
remain solely responsible and liable 
towards their customers, including 
when TPPs use screen scraping without 
the bank’s knowledge by accessing 
the account with the customer’s bank 
credentials, not to mention that screen 
scraping typically gives a TPP access 
to much more customer data than is 
often required to deliver the service the 
customer wants, increasing the risk for 
both the customer and the bank.

Regulatory-driven
Outside the EU, two major jurisdictions 
have opted for a regulatory-driven 
approach: Hong Kong and Australia.

The Hong Kong Monetary Authority 
issued an Open API Framework in 
July 2018, setting out a four-phase 
approach for banks to implement 
Open APIs, starting with information 
sharing on products and services, and 
ending with sharing of transactional 
information and payments initiation 
services. Contrary to the EU approach, 
however, while banks will be required 
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to develop APIs, they will be able to 
restrict access to those TPPs with which 
they choose to collaborate.

But it is Australia that stands out for 
its innovative approach and scale of 
ambition. Like other Open Banking 
initiatives the Consumer Data Right Act 
(CDR), which is currently being finalised, 
will allow consumers to share their 
data with whichever authorised third 
parties they choose. The key difference, 
however, is that the CDR is a data policy 
initiative and not a financial services 
one. While it will apply to banks first, 
the CDR will subsequently apply to 
the energy and telecommunication 
sectors as well, and eventually it could 
be applied to any sector. The CDR is 
also the first Open Banking legislation 
to introduce the concept of ‘reciprocity’, 
which we explore further below.

Reciprocity
Following the introduction of PSD2, 
banks have been vociferous about 
the lack of reciprocity between banks 
and third parties, especially BigTechs. 
This, they argue, amounts to an unfair 
and regulatory-driven ‘competitive 
disadvantage’ (although banks 
remain vague about how they would 
like to leverage BigTechs’ customer 
transactional data if they had access to 
it).

In fairness the EU GDPR does include 
a right to ‘data portability’ which could 
be leveraged to ensure reciprocity. In 
practice GDPR does not specify either 
the obligation to respond in real-time 
to data portability requests (e.g. under 
GDPR, firms in Ireland have 1 month 
to respond to a standard request), 
or any technical communication 

Open Banking in the EU may have started 
as a way to promote competition in the 
payments and banking industry but it is 
now clear that the impact is much broader. 
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standard to transfer the data 
between organisations. Whereas the 
interpretation of the requirement may 
change over time, for the foreseeable 
future the data portability requirement 
will do little to support organisations 
wishing to provide innovative services 
to their customers based on a real-time 
data sharing ecosystem, in the way 
that Open Banking aspires to do for 
payments and payments data.

In Australia, the concept of reciprocity 
was introduced in the Open Banking 
review, which formed the basis for the 
CDR. The review noted that a system 
in which all eligible entities participate 
fully – as both data holders and data 
recipient – would be “more vibrant 
and dynamic” and promote greater 
competition. Both the review, and 
now the CDR, support the principle 
that an accredited data recipient in 
a designated sector should also be 
obliged to provide equivalent data, and 
in an equivalent format, in response to 
a direction from a consumer. However, 
determining what ‘equivalent data’ 
consists of for each sector remains 
a significant challenge. Australian 
regulators acknowledged that this issue 
requires further consideration and 
have proposed excluding reciprocity 

from the first implementation phase, 
due to start in July 2019. Nevertheless, 
the principle of reciprocity looks likely 
to be enshrined in law once the CDR 
is finalised. While implementation will 
undoubtedly present challenges, it still 
represents a major step in a new and, 
for some, controversial, direction.

The key role of data protection 
regulation
Open Banking in the EU may 
have started as a way to promote 
competition in the payments and 
banking industry but it is now clear 
that the impact is much broader. Open 
Banking promises to create a new data 
sharing infrastructure, which will form 
the basis of a much richer range of 
services and products across the whole 
of financial services, and critically, in 
other industries as well.

Against this background Deloitte 
believes data regulation will have a 
transformative impact on the shape 
and structure of financial services, 
particularly in the context of data 
sharing and portability. If it is clear that 
Open Banking and data sharing are 
blurring the lines between financial 
services and other industries, what 
is less clear is whether collaboration 

between financial services regulators 
and DPAs is sufficient to respond to 
these challenges.

Across the world, the EU GDPR has 
been seen to set a new gold standard 
for data protection. But although GDPR 
and PSD2 both went live in 2018, in 
hindsight it is clear that while the two 
policies share similar objectives in 
terms of data security and portability, 
the details were developed in silos and 
are difficult to reconcile in practice.

Australia on the other hand is again 
leading the way, as the DPA has been 
fully involved in the development of the 
CDR from the outset and are currently 
overseeing the development of API-
based open communication standards 
to be adopted by firms in scope of the 
CDR.

However other jurisdictions, including 
the US, have been largely silent on 
whether they are planning to review 
their data protection regimes in light 
of the expected increase in data 
sharing due to Open Banking. The US 
silence is particularly worrying as the 
use of screen scraping, which as we 
mentioned remains widespread, does 
not give customers any real control 

 “Deloitte believes 
data regulation 
will have a 
transformative 
impact on the 
shape and 
structure of 
financial services.”
 

Adrian Hayes
Director, Consulting
Deloitte Ireland LLP
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over which data they are sharing, 
nor does it establish a clear liability 
framework in case of data breaches 
or fraud. In the EU for example, while 
PSD2 technically does allow screen 
scraping, the conflict with GDPR 
requirements is clearly steering banks 
towards the development of API 
communication solutions.

Looking ahead
Open Banking initiatives are at early 
stages of implementation. More needs 
to be done by firms and regulators to 
raise consumer awareness and reach 
scale, even in jurisdictions such as the 
UK where Open Banking regulations 
are already fully in place. 

In the Irish Market, consumer 
awareness and the availability of new 
digital solutions will be key to adoption. 
In some instances this will be driven 
by new TPP solutions and the new 
customer-facing functionality provided 
by domestic banks. As with GDPR, 
awareness that this is governed by EU 
legislation will provide a level of comfort 
to customers, however this will need to 
be communicated widely to increase 
consumer understanding of the new 
regulations.

The creation of a safe and fully 
functioning cross-industry data sharing 
ecosystem will take even longer.

Yet, there is little doubt that markets 
believe that Open Banking, closely 
followed by a broader cross-industry 
data sharing ecosystem, are the way 
forward. As the boundaries between 
financial services and other industries 
break down, firms’ relationship 
with their customers, as well as the 
distribution of risk and liability between 
firms and sectors, are going to change 
fundamentally. To respond effectively 
regulators will need to break down 
their own sectoral and geographical 
siloes and put the protection and fair 
use of customer data at the top of their 
agenda.

On the other hand, any financial 
services firm wishing to participate 
successfully in this new environment 
will need to go through a radical 
review of its long-term strategy, as well 
as its technological and operational 
capabilities. Above all else firms will 
need to recognise that from now on 
putting customers fully in control 
of their ‘data lives’ will be both a 
commercial and regulatory imperative. 

This article is sourced from 
Open Banking around  
the world
Deloitte.com
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Rethinking 
the Three-
Line Defence

As financial institutions seek strategies to 
reduce risk management costs without 
impairing effectiveness, those that 
embrace the next generation of technology 
and analytics will be able to not only 
automate existing risk management 
activities but also build in controls and 
monitoring in a new structure optimised 
around data and analytics.  

The Future of Risk in 
Financial Services
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In the years since the financial 
crisis, financial institutions have 
faced a tsunami of regulatory 

requirements. New regulations 
have driven up compliance 
costs, while increased capital 
and liquidity requirements 
have reduced returns. These 
additional regulations have come 
in a period of varying economic 
growth, historically low interest 
rates, and uneven revenue 
opportunities, which have further 
reduced returns on equity and 
led institutions to seek to reduce 
operating costs including risk 
management costs. 

Today, risk management is at a 
crossroads. Financial institutions 
need to decide if they will continue 
with business as usual or instead 
fundamentally rethink their approach to 
risk management. 

To date, most institutions have 
responded piecemeal to new regulatory 
requirements, resulting in a disjointed 
and inefficient structure. Activities often 
take place in silos, making it difficult or 
impossible to gain a comprehensive 
view of risk management across the 
organisation, while increasing cost and 

complexity. As institutions consider 
how to enhance their ability to manage 
risk, they will benefit by considering the 
following six imperatives: 

 • Increase focus on geopolitical 
risks, FinTech and other non-
traditional competitors and improve 
identification and management of 
these risks.

 • Rethink the three lines of defence by 
enhancing business unit responsibility 
for managing risks and clarifying 
second line of defence activities.

 • Leverage emergent technologies to 
increase efficiency and effectiveness 
of risk management. 

 • Establish a formal conduct and culture 
program to build customer trust and 
gain a clear strategic advantage.

 • Enhance risk management capabilities 
to build a more nimble infrastructure 
able to address newer, non-financial 
risks as well as the challenges of 
regulatory fragmentation.

 • Manage capital and liquidity 
strategically by enhancing governance 
structures and decision-making 
processes.
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Increase focus on strategic risk 
Institutions are entering a period of 
substantially greater strategic risk from 
a number of sources. 

 • Geopolitical risk has increased with 
the Brexit vote in the United Kingdom, 
the potential that populist parties in 
other EU countries may gain power 
and seek to withdraw from the 
European Union, and uncertainty over 
whether the Trump Administration will 
seek to renegotiate trade agreements 
and other alliances. 

 • The direction of regulation is more 
uncertain given recent developments 
in Europe and the United States. In 
the post-crisis environment, country 
regulators have also increasingly 
moved to protect their own national 
interests resulting in regulatory 
fragmentation due to increasingly 
divergent regulations which increases 
the complexity and costs for global 
financial institutions. 

 • FinTech startups, which leverage 
technology capabilities to compete 
with traditional financial institutions, 
threaten to disrupt the industry 

in areas such as loans, payment 
products, wealth management, and 
property and casualty insurance. 
In addition, there is increased 
competition between banks and 
non-banks, for example in areas 
where non- banks “own” the customer 
relationship and can leverage this 
relationship to provide an integrated 
customer financial experience. 

At the same time, the ongoing 
varying-growth, low-interest rate 
economic environment is putting 
pressure on traditional sources of 
profitability. Financial institutions are 
increasingly searching for new avenues 
for growth, developing increasingly 
customer-centric service strategies 
including leveraging new technologies 
to provide a more targeted and 
pervasive customer experience. While 
failing to innovate in this environment 
may place financial institutions at a 
competitive disadvantage, pursuing 
innovation without aligning business 
strategies with sound risk management 
capabilities may also heighten strategic 
risks.1

In addition to having integrated 
strategic thinking and risk awareness, 
regulators expect institutions to 
have formalised processes to assess 
strategic risks to the business model 
stemming from technology and other 
changes in the external environment, 
as well as from their strategic choices. 

Effectively managing strategic risks 
requires financial institutions to better 
integrate the stakeholders responsible 
for strategy and risk management; 
put in place processes that allow for 
independent oversight and challenge of 
strategies; train risk leaders in forward-
looking risk management approaches; 
and implement frameworks to 
understand how change and 
uncertainty will impact key business 
attributes. 

Financial institutions will need to 
conduct flexible planning including 
analysis of “what if” scenarios that 
consider the potential impact of 
strategic risk events on revenues and 
capital, and how the institution would 
respond. The ability to act timely on 

1.  Office of the Comptroller of the Currency, Semiannual Risk Perspective, Washington DC, Spring 2016 https://www.occ.treas.gov/publications/publications-by-type/
other- publications-reports/semiannual-risk-perspective/semiannual-risk-perspective- spring-2016.pdf

Individual 
regulators have 
moved to protect 
their own national 
interests, resulting 
in global regulatory 
fragmentation.

FinSight  | Rethinking the Three-Line Defence



43

FinSight  | Culture in Financial Services

the results of the “what if” scenarios 
will require sufficiently nimble risk 
infrastructure capabilities. Institutions 
should also consider establishing 
“owners” of specific strategic risks such 
as geopolitical, economic, and FinTech 
risks, who are responsible for tracking 
and managing these risks. 

Rethink the three lines of defence 
model and risk alignment 
Emerging technologies for testing, 
monitoring, and surveillance present 
the opportunity for a more integrated 
and effective model of oversight. 
Financial institutions that truly embrace 
the next generation of technology 
and analytics will be able to not only 
automate existing activities but also 
build in controls and monitoring in a 
new structure optimised around data 
and analytics rather than traditional 
front to back process flows. There 
could be a future where the three lines 
of defence model as we know it looks 
dramatically different. 

While different institutions may move to 
different risk management structures, 
a common focus remains - institutions 
need to reassess the roles and 
responsibilities of each of the three 
lines of defence to reduce unnecessary 

complexity and redundancy, reduce 
costs, and increase risk management 
capabilities. 

Do more with less 
Financial institutions are seeking 
strategies to reduce risk management 
costs without impairing effectiveness. 
It is important that these cost control 
efforts are done in a strategic 
manner so that they do not impair 
the risk management capabilities 
required. Institutions are employing 
process reengineering to rationalise, 
standardise, and consolidate their 
processes, including identifying 
overlapping and redundant 
responsibilities across business 
activities and functions. However, 
reengineering efforts often focus on 
reducing “Run the Bank” cost and 
miss addressing “Change the Bank” 
and “Change Control” cost, which 
have become the faster growing cost 
for the industry. There are multiple 
levers to lower the cost of change 
such as model-driven development, 
central change governance, zero-
based budgeting, project portfolio 
management, agile development, 
and automated testing. Institutions 
can also consider employing centres 
of excellence and resource sharing 
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such as establishing consolidated 
centres for activities like testing, 
reporting, or model validation. Some 
institutions have achieved cost savings 
by outsourcing some processes to 
third-party service providers or locating 
them offshore. 

Yet, even greater cost savings can 
be achieved by employing robotics 
process automation to automate 
repetitive manual activities such as 
regulatory reporting, assembling model 
validation documentation, or aspects 
of credit scoring. As an added bonus, 
automation can also reduce error rates 
from manual processes. 

Beyond automation, advances 
in artificial intelligence, cognitive 
technologies, and data analytics can 
also provide greater efficiency by 
focusing the work of risk analysts 
on assessing more complex risks 
instead of simply sorting through and 
manipulating data. These technologies 
can provide automated decision 
support and data filtering to improve 
an organisation’s ability to detect, 
predict, and prevent risks. For example, 
robots and cognitive agents can be 
taught to automatically scan for new 

risks, raise alerts for areas of concern, 
and perform automated triage so that 
risk analysts focus on the risks that 
really matter. 

Establish a formal conduct and 
culture program 
The numerous instances of poor 
business practices within the financial 
services industry that have been 
exposed across the globe have 
resulted in clients’ interests being 
disregarded, unfair, and inequitable 
outcomes, considerable financial 
impact for customers, and damage to 
the integrity of the market. The impact 
of instances of misconduct has not only 
been felt on bottom lines and through 
increased regulation, it has also caused 
a significant loss of trust among 
customers and the public more broadly. 
Improving conduct within industry is an 
essential part of rebuilding trust and 
supporting future sustainable growth. 
The trust that financial institutions 
historically provide is a key potential 
differentiator as they compete with 
FinTech disruptors that lack a history of 
customer trust. Trust is also necessary 
for executing the customer centric 
strategies many financial institutions 
are focused on. 

In the battle between incumbents 
and challengers, those who build 
(or re-build trust) faster and more 
effectively will gain a clear strategic 
advantage. Institutions that convince 
their shareholders that good conduct 
is not only ethical but also good for 
shareholder value in the long run will 
be well placed to win. 

Robotics automation can limit the 
possibility of conduct risk by reducing 
the number of manual activities and 
making routine procedures more 
consistent. Beyond this, cognitive 
technologies and data analytics can 
analyse employee communications, 
such as emails and text messages, 
to identify patterns of behaviour that 
may be inappropriate and warrant 
additional investigation. However, 
automation and analytics can also 
create conduct risks if the right types 
of rules are not programmed into 
the robot’s procedures or into the 
analyses performed. Building conduct 
risk management into automation and 
analytics is imperative. Innovation that 
can help to improve the effectiveness 
and efficiency of conduct management 
programs will in turn create better 
customer and regulatory outcomes. 

Financial institutions will need to embed 
conduct and culture efforts throughout 
the organisation and throughout their 
processes and governance structure, 
and especially at key influencing points 
such as customer on-boarding, new 
products, sales practices, training, 
and incentive compensation. Financial 
institutions may also begin to use a 
“carrot and stick” approach to drive 
behaviour. It is clear that the stakes are 
too high and that business as usual will 
no longer work.
 
Enhance risk management 
capabilities 
Since the fiscal crisis, there has been a 
wide variety of regulatory requirements 
and guidance addressing specific 
risk issues such as capital adequacy, 
conduct risk, third-party/supplier 
risk, cyber security, and the quality of 
risk data quality, to name but a few. 
Institutions have often built separate 
processes, databases, or reports for 
each new requirement. As a result, 
while specific risk needs may have 
been addressed, the ability to manage 
risk correlation and interactions from 
unexpected consequences of these 
risk issues has not been built into 
the risk infrastructure or governance 

FinSight  | Rethinking the Three-Line Defence
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process. In many cases, investments 
have been driven solely by a need to 
comply with regulations rather than to 
provide business value. The regulatory 
and compliance approach may 
include labour intensive or convoluted 
processes and procedures that 
increase the chance of error and give 
people the incentive and opportunity 
to ignore controls that are designed to 
prevent misconduct. 

To restrain costs while maintaining 
effective regulatory compliance and risk 
management capabilities, institutions 
will need to embrace emerging 
technologies. In many cases, RegTech 
will not only reduce costs but also 
provide the more timely and nimble 
analysis required in the new more 
uncertain environment. 

Financial institutions will also need to 
continue efforts on data management 
programs. While a regulatory 
requirement, and a work in progress for 
many, these requirements represent 
a type of leading practice standard for 
risk data which has the capability to 
improve the effectiveness, timeliness, 
accuracy and completeness of risk 
analytics and information for decision 
making. 

Rationalised risk management 
processes will need the capability to 
comply with the different regulatory 
requirements in different markets. 
This is increasingly important in 
a world where greater regulatory 
fragmentation is now the base 
case. Agile and adaptable systems, 
controls and governance will be 
critical. The corporate headquarters 
will require consistency of approach 
and frameworks, while allowing for 
varying local application that can still be 
assessed in a holistic manner. 

Strategically manage capital and 
liquidity 
Regulatory capital requirements are 
now a binding constraint and need to 
be managed effectively for institutions 
to improve their returns on equity. 
The first requirement is to develop a 
robust capability to measure capital 
and liquidity, ideally on a daily basis. 
The analysis should go down at least 
to the level of the business unit, so the 
institution can understand the relative 
capital and liquidity needs of each 
business unit and how the business 
unit contributes to the institution’s 
overall capital and liquidity profile. 

Supported by these measurement 
capabilities, institutions need to 
strategically manage capital and 
liquidity and do so more dynamically 
than they have in the past. This will 
necessitate including regular capital 
and liquidity management evaluation 
into governance structures and 
decision-making processes. Institutions 
will need to build capital and liquidity 
measures into their strategic plans 
and management approaches and 
reevaluate them periodically. The 
impacts on capital and liquidity 
have become key considerations 
when institutions are deciding which 
businesses to compete in or which 
products to offer. 

The six imperatives for risk 
management outlined above touch 
almost every part of an institution. Each 
institution will need to decide whether 
to continue with business as usual, 
running the risk of being unprepared 
for new risks and falling behind their 
peers and regulatory expectations, 
or seize the opportunity to take risk 
management to an entirely new level 
that truly provides the capabilities to 
support the organisation’s strategic 
plan. 

While specific risk 
needs may have 
been addressed, the 
ability to manage 
risk correlation 
and interactions 
from unexpected 
consequences of 
these risk issues has 
not been built into 
the risk infrastructure 
or governance 
process.
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Levers to drive change 

 • Infuse risk management into strategy. 
Risk management should be an active 
participant in setting the institution’s 
business objectives and strategic plan, 
assessing the impact of new products 
and markets on the organisation’s 
risk profile as well as on its capital and 
liquidity position. 

 • Focus on people. Institutions should 
work to ensure they have sufficient 
specialists with subject matter 
expertise on high-risk and complex 
activities and provide adequate 
training to continually upgrade 
skills. At the same time, they need 
an active program to infuse a risk 
aware culture in the organisation, 
encourage ethical behaviour by 
their employees, and monitor and 
manage conduct risk. Risk needs to 
move from having a reactive role 
to a proactive role. There needs to 
be a shift away from a compliance-
oriented risk mindset to that of a 
strong and proactive risk culture. Risk 
practitioners across all three lines of 
defence need to work more closely 
with senior leadership to drive cultural 
changes across the organisation 
that encourage constructive 
challenge, ethical decision making, 
appropriate incentives, openness, and 
transparency. 

 • Enhance three lines of defence. 
Institutions should clearly define the 
risk management responsibilities of 
each line of defence, streamline the 
governance structure by eliminating 
overlapping responsibilities, and 
ensure that business units take full 
ownership of the risks in their area. 

Too often previous risk structure 
efforts have been focused on 
process, not making sure that the 
right outcomes are delivered. Risk 
functions are being called to do more, 
but they should work to rationalise 
their capabilities using common 
infrastructure, data, processes, and 
governance and where possible 
leveraging these across both risk and 
finance. 

 • Leverage emergent technologies. 
The latest technologies have the 
potential to fundamentally transform 
risk management. In addition to 
substantially reducing operating costs, 
these and other technologies can 
provide risk management with new 
capabilities including building controls 
directly into processes, prioritising 
areas for testing and monitoring, 
deploying automated monitoring 
of limits with defined escalation, 
addressing issues in real-time to 
improve the enterprise-wide view of 
risk, and providing decision support. 

This article is sourced from 
The future of risk in 
Financial Services 
Deloitte.com
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Insurance 
Analytics

Over the last few years insurance tech 
companies have been using data analytics 
to overtake traditional insurers and 
offer cost-effective, tailored products to 
consumers. Now is the time for traditional 
insurers to recognise data analytics as 
a core capability and make the required 
investment to defend future market share.  

Time to get more 
satisfaction?

David Rush
Partner
Head of UK Insurance
Deloitte UK

Kieran Sandlu
Senior Manager 
Consulting 
Deloitte UK

Alex Poracchia
Partner 
Actuarial and Advanced Analytics
Deloitte UK
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A little less conversation, a 
lot more action–tactics to 
get satisfaction from data 

analytics1 argues that incumbents 
should be concerned about these 
investments, as they provide 
competing start-ups with the 
freedom and agility to explore, 
innovate and exploit new routes 
at an alarming pace without 
incurring the high operating costs 
that incumbents have. In recent 
years, much noise has been made 
about the value of data analytics 
in enhancing risk assessment in 
underwriting, reducing the cost 
of claims, identifying new sources 
of profitability and improving 
the customer experience. Yet, 
Deloitte research shows that 
the vast majority of insurers 
struggle to articulate the return 
on investments made in analytics 
capabilities while the slow, linear 
increase in investment in non-
technology related analytics is 
in stark contrast with the boost 
being received by insurance start-
ups from investors. 

Vision and strategy 
Insurers often fail to recognise the 
true potential of analytics due to the 
assumption that successful analytics 
is an IT-driven process, gathering data 
from source systems into an analytics 
solution. This mind-set can lead to 
a disconnect between the decision 
making process, business value and 
analytical insight. An analytics vision 
needs to support the overarching 
business strategy, embedding insight 
into the underlying drivers which move 
an insurer towards its goals. Moreover, 
it needs to help an organisation find 
areas in which to gain competitive 
advantage or innovate services. 

Many analytics strategies have grown 
organically over time and have been 
developed in a piecemeal fashion. 
A concerted effort, driven by senior 
leadership, to refresh the vision and 
reignite support for insight-driven 
transformation of services, products 
and operations, is required to drive 
alignment across the organisation. 

To increase buy-in and secure sufficient 
budget for future investment, it is vital 
to be able to identify and track the 
return on investment. A combination of 
not being able to identify the benefits 
and not having a clear vision articulated 
across an organisation can lead to a 
negative return on investment. There 
are a number of common reasons why 
organisations may not be realising the 
benefits from data analytics: 

 • scope of data analytics projects lack 
direction: insufficient liaison with key 
business stakeholders and users to 
identify why the solution would be 
valuable and how this value will be 
measured; 

 • solutions are driven by technology: 
organisations have invested in buying 
off-the-shelf solutions which are not 
aligned to specific business drivers or 
pain points within the organisation; 

 • lack of adoption of solutions: more 
effort is required to integrate the 
solutions or insights into the everyday 
operations of the insurer and manage 
the people and cultural changes 
required to see results; 

1.  A little less conversation, a lot more action–tactics to get satisfaction from data analytics. EMEA Insurance data analytics study. Deloitte, 2017.

 • incomplete ‘insight process’: the 
analytics process stops at the 
development and release of the 
analytics solution and does not 
account for measuring activity, 
progress or results in an industrialised 
state. 

We believe that short-term tactical 
projects are important and serve a 
purpose.They help to finance further 
investment, maintain responsiveness of 
stakeholders and shape the analytics 
programme as the organisation learns 
more about the disruptive environment 
it is operating in. 

However, insurers must also consider 
how their analytics capabilities will 
evolve over the long-term based on 
their vision for the future. Balancing 
short-term requirements with long-
term sustainability is vital. Longer-term 
delivery needs to be underpinned by a 
method that achieves short-term value 
in order to avoid the common pitfalls of 
a traditional multi-year transformation 
programme. 
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Regardless of the scale of an insurer’s 
analytics ambitions, an executive leader 
who can define the vision (with the 
support of the wider executive team) 
and drive the organisation to achieve 
that vision is required in order to 
navigate today’s environment.

As there is no market standard 
approach to data analytics in insurance, 
it is likely that there are multiple and 
often conflicting views at the top table. 
Many insurers have now introduced the 
role of the Chief Data Officer (CDO) to 
take responsibility and champion the 
vision of the business. 

Assets and capability 
Companies across all industries 
face a significant supply gap of data 
analytics talent. Entry-level positions 
are challenging to fill, and there is also a 
major drought at the most senior levels. 
Professionals who can deliver data-
backed insights that create business 
value – not just number crunchers 
– are especially hard to find and are 
becoming increasingly expensive. 

Getting the right motivational factors 
in play is fundamental to successfully 
attracting and retaining talent in the 
long-term. For example, empowering 

individuals with free innovation and 
thinking time is attractive. Purple 
People with a mix of business and 
technology skills will have a big role 
to play whilst the market matures. 
In the longer term, as demand for 
data analytics increases, it is worth 
considering whether building all 
talent required in-house is practical 
and affordable. We believe that a 
‘matrixed’ supply of analytics talent, 
which is a mixture of in-house and 
outsourced capability, reflective of an 
organisation’s comfort with options 
such as centralisation, offshoring, 
robotics, and multi-sourcing (using 
multiple vendors for different parts of 
the end to end insights process) will 
feature in insight-driven insurers of 
the future. 

Overhauling traditional IT 
infrastructure in favour of more agile 
access to data, and constructing an 
architecture capable of digesting 
and processing such volumes of 
data at speed, are prerequisites to 
maximising future data networks. 
Many insurers have the foundations 
of a data governance capability 
but need to develop this further in 
order to address on-going issues in 
data quality and culture. Identifying 

We urge insurers not 
to wait for perfect data 
before embarking on a 
data analytics journey. 

FinSight  | Insurance Analytics
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ownership and accountability for data 
across the organisation at the highest 
and lowest levels, is key to success.
 
Poor data quality is often used as 
an excuse for departments resisting 
the move to analytics. We urge 
insurers not to wait for perfect data 
before embarking on a data analytics 
journey. The two endeavours should 
be concurrent – executing valuable 
analytics projects in sprint cycles 
whilst identifying the right information 
management approach and migrating 
to the right solution architecture. 

As the analytics journey progresses, 
it is easy to feel overwhelmed by 
the capabilities required to keep up 
with the rapidly changing market. 
Developing a network of partners and 
leveraging ecosystems can take some 
of the pressure off constructing all of 
these capabilities internally. 

Operationalisation and change 
management 
There is no single way to organise for 
success. The scope and capabilities 
of the analytics function should 
be determined based on both the 
organisation’s current and potential 
future needs – the vision, strategy 

and roadmap of activities will play an 
important role in this. 

As with many other organisational 
functions, the data analytics 
function benefits from having some 
standardisation. The development of 
repeatable processes and a centralised 
capability can help drive scale for the 
enterprise. That being said, analytics 
should not be conducted in isolation 
from the parts of the business for 
which the analytical insights are being 
produced. As a young and developing 
function, data analytics – more so 
perhaps than any other support 
function – must be linked intrinsically 
to the needs of the business and show 
flexibility as these needs continue to 
change. 

The challenge for leaders is to decide 
which capabilities should be provided 
centrally, and then how to seamlessly 
link the centralised function with both 
IT and front line business services. 
Bringing together key stakeholders 
to identify where efforts should be 
focused will help to ensure a holistic 
view of organisational requirements. 

Executive sponsorship is essential in 
shifting the culture of an organisation 

towards becoming data-driven and 
hungry for insights. 

Executing against a well-designed 
roadmap of initiatives will demonstrate 
value to the rest of the organisation 
provided that the sponsorship is strong 
enough to ensure that the insights are 
acted upon. By developing analytics 
proofs of concept in an agile way, a 
cycle of ‘promotion’ can be developed 
as well as an internal brand for 
analytics. 

Success stories must be communicated 
loud and clear to not just the executive 
and the sponsor, but to the whole 
business. Organisations in other 
industries are doing this through live 
demos, intranet sites, Yammer groups, 
Sharepoint sites and visual insights 
hubs. 

Everyone in the organisation needs to 
buy into the strategy and make use of 
the data, tools and insights available to 
them. Even with strong leadership and 
executive sponsorship, an organisation 
may not change, and it certainly will 
not change overnight. In particular, it 
requires a large cultural shift to act on 
insights from analysis to support and 
drive decision making. 

As a young and 
developing function, 
data analytics – 
more so perhaps 
than any other 
support function 
– must be linked 
intrinsically to 
the needs of the 
business and show 
flexibility as these 
needs continue to 
change. 

FinSight  | Insurance Analytics
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Whilst insights are being used in 
decision making, in the most part 
there remains a barrier when it comes 
to acting on insights from predictive 
analytics. Poor data and limited trust 
in the insights are often assumed 
to be the cause for this. However, in 
insurance, we believe this can also be 
attributed to deep-seated perceptions 
about data analytics and resistance to 
moving away from making decisions 
based on gut-feel. 

As a result, insurers are missing huge 
opportunities – competitive advantage 
and disruption come from being able 
to predict and act quickly. Traditional 
mind-sets are holding insurers back 
from taking the leap of faith required 
to exploit the benefits that automated 
decision making and artificial 
intelligence can provide. 

How to become an insight driven 
organisation
Whilst leading organisations have made 
significant progress in developing 
analytics capabilities, they often 
struggle to structure their strategy, 
people, processes, data and technology 
to cope with the rising volume of 
information and the ever-increasing 

demand for analytical insights. Making 
three key changes can transform the 
game for insurers:
01. Take a holistic approach and plan 

for the enterprise-wide capability 
you will require in the future, 
not your short-term tactical 
requirements. 
What kind of insurer are you 
today, and what do you want to 
be tomorrow? What are you doing 
about this and how do you plan on 
getting there? Which changes do 
you need to make and prioritise? 

02. Leverage ecosystems to make the 
best use of data, technology and 
talent in a quick, cost-effective and 
safe fashion whilst building your 
future capability. 
Do you have the ability and budget 
to do everything in-house? Is it 
efficient and prudent to do so? What 
could you glean from elsewhere? 

03. Address the behavioural challenges 
by prioritising change management 
in your analytics efforts to truly 
benefit from the value of analytics. 
Do you recognise the importance 
of change relating to analytics? 
How can you address this in your 
organisation? Does your leadership 
set the right example? 

As in other industries, those who 
recognise, embrace and address these 
challenges will emerge at the top of 
the league. Those who shy away and 
assume that change will simply happen 
will be left behind, rapidly. 

This article is sourced from 
A little less conversation, 
a lot more action - Tactics 
to help insurers get 
satisfaction from data 
analytics
Deloitte.com
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Rise of 
the Robots

Advanced technologies are becoming 
the default enabler of heightened service 
experiences and customer interactions. The 
key to keeping pace with rapidly evolving 
technologies that impact people and 
processes is to treat automation as a business 
transformation in order to achieve scale, 
stability and long-term business value.  

The future of 
operations
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A recently published white 
paper co-created by 
Deloitte Israel and NICE 

Advanced Process Automation 
Solutions provides a practical 
point of view on how to effectively 
leverage the growing trends of 
Robotic Process Automation 
(RPA) and Robotic & Cognitive 
Automation (R&CA). A key 
ingredient for success is to 
treat automation as a business 
transformation, in order to 
achieve scale, stability and 
ultimately long-term business 
value. 

Technology forms an integral part 
of everyday life, and cognitive 
technologies and Artificial Intelligence 
are making greater inroads into the 
lives of humans. Enterprises world-wide 
already understand and acknowledge 
that our lives will be transformed 
by automation technology and 
Artificial Intelligence. Yet, in reality, it 
is challenging for most organisations 
to cope with the exponential 
developments and discoveries in the 
technology world. 

Why? 
On a practical level, many organisations 
are seeking the answers to questions, 
like: 

 • What is Robotic & Cognitive 
Automation (R&CA)? 

 • Why should enterprises embrace 
R&CA and what value will be 
obtained? 

 • How will R&CA influence the 
enterprise? 

 • How do enterprises work with R&CA – 
what are the next steps? 

Whether organisations are at the 
beginning or advanced stages of their 
process automation journeys, these 
questions address common issues 
that most organisations can relate 
to. However, there is no question 
that enterprises need to start their 
robotic and cognitive journeys as soon 
as possible. As a myriad of process 
automation and cognitive technologies 
become available – we are at a tipping 
point – those who embrace robotic and 
cognitive automation will be a part of 
the Automation Economy and those 
who do not, may fall behind. 

What is robotic & cognitive 
automation (R&CA)? 
Robotic automation, in its most 
basic form is a capability that allows 
organisations to perform complex 
rules based work, without human 
involvement. This is achieved by 
interacting with any software 
application or website in the same 
way a human would, or by seamlessly 
connecting to web services and data 
sources. 

On the other hand, the cognitive world 
(or Artificial Intelligence) is technology 
that is designed to operate in a way 
that mimics human behaviour, such as: 

 • Reading – by utilising OCR (Optical 
Character Recognition) and Text 
Analytics 

 • Listening – by utilising NLP (Natural 
Language Processing) and Voice 
Analytics 

 • Communicating – by utilising Chatbots 
(via voice or text activation). The 
robotic capabilities largely mimic 
the human ability to take action, 
by utilising robotic and desktop 
automation to execute basic and 
repetitive tasks. 

There is no 
question that 
enterprises need to 
start their robotic 
and cognitive 
journeys as soon as 
possible.
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Like humans, cognitive systems are 
not born perfect. They need to learn 
by observing and adapting to their 
environment (much in the same way 
that a human would). This is typically 
done by ingesting data, processing it 
and storing it for future reference. 

The robotic and cognitive worlds 
both have their strengths. Just as the 
robotic world relies on connectivity to 
systems (to automate simple, routine 
tasks), the cognitive world relies on 
data (and smart algorithms) to mimic 
human intelligence. The combination of 
both the robotic and cognitive, which 
is R&CA, enables enterprises to draw 
upon the strengths of both worlds. 

By having connectivity, robotic 
automation forms a solid baseline for 
enabling the integration into other 
systems, minimising the need to create 
interfaces. On the other hand, cognitive 
technologies bring more intelligence to 
robotic automation platforms, such as 
the capabilities to interpret data and 
make decisions. R&CA is therefore a 
more intelligent process automation 
platform that has the capability to 
integrate with various cognitive tools, 
enabling the automation of more 
complex business process scenarios. 

Take for example a scenario where 
an organisation needs to extract 
information from a scanned file 
and insert it into a CRM system. By 
leveraging OCR to extract the data, 
text analytics can then be utilised to 
categorise the data, after which, the 
automation will kick-in and update the 
CRM application. In the event of an 
irregularity or systems error, the robot 
will alert a human to intervene. This is 
initiated via desktop automation, where 
the robot communicates with a human 
user in the form of an intelligent and 
interactive screen. 

Different market perceptions of 
robotic & cognitive automation 
(R&CA) 
Most enterprise customers are very 
comfortable and familiar with cognitive 
technology and can access it from 
their pockets. Cognitive assistants 
such as Apple Siri or Google Assistant 
in Android are prime examples of 
intelligent software that are designed 
to answer either voice or text activated 
questions, in real-time. Customers can 
get immediate answers and guidance to 
just about any question, in the blink of 
an eye. 

The face of end customers has 
changed significantly over the past few 
years. Generation Y (Echo Boomers 
or Millennials) are a technology savvy 
generation who are generally immune 
to traditional marketing and sales 
pitches. They experience reality by 
having instant access to information 
and sophisticated technology forms 
a very natural part of everyday life. 
Generation Z will have even higher 
expectations around sophistication 
of technology since they were born in 
an environment with a diverse set of 
technology options. 

As a result, customer expectations 
are growing and becoming more 
sophisticated. They expect companies 
and service providers to adopt and 
provide the latest technologies that 
they are using in their everyday lives. 

However, the fast adoption of cognitive 
technology is not just impacting the 
end customer segment of the market, 
the end customer is only a part of the 
equation.
 
Employees are customers too, and 
form a part of the customer ecosystem. 

FinSight  | Rise of the Robots
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In fact, there is a big gap experienced 
by employees who go to work each day. 
As they set off for work, they leave their 
personal cognitive technology behind, 
to return to an office environment full 
of old and often outdated systems. As 
such, enterprises are realising the need 
to fulfil employee expectations around 
interacting with robotic cognitive 
interfaces at work. 

Technology providers need to keep 
developing robotic and cognitive 
solutions in order to support rapidly 
increasing market needs. 

As the automation economy continues 
to expand and grow, enterprises 
world-wide will start to operate at 
enhanced levels of efficiency. Robotic 
Process Automation will soon become 
the default technology enabling 
organisations to compete with 
one another all the while providing 
heightened service experiences and 
customer interactions. This market 
movement is placing immense pressure 
on technology providers to expand and 
innovate their robotic and cognitive 
offerings. Technology vendors need to 
keep developing robotic and cognitive 
solutions to support rapidly increasing 
market sophistication and intelligence. 

We are seeing a movement away from 
traditional technology providers to 
new types of players. Take for example 
Amazon, which can be classified as 
either a retailer, an online entity or 
a cloud infrastructure and services 
provider. The Amazon Chabot, Alexa, 
is another example of an innovation 
that has transformed the organisation’s 
services and capabilities. 

Today, it is common practice for 
enterprises to collect data on their 
customers, employees, competitors 
and more. As such, it is essential 
to streamline and optimise data 
collection systems to better deal with 
unstructured data such as emails, call 
records and scanned files (to name a 
few). The combination of robotic and 
cognitive automation technology is very 
well positioned to support this need. 

R&CA in action
A simulated business case within 
the banking industry shows how a 
customer (Steve Brown) interfaces with 
cognitive technology to open up a bank 
account. It also shows how various 
cognitive technologies integrate into 
and work with an RPA platform in the 
background. 

Robotic Process Automation will 
soon become the default technology 
enabling organisations to compete 
with one another.

FinSight  | Rise of the Robots
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Steve interacts with the Bank’s 
chatbot 

 • Steve starts off by interacting with 
the bank’s chatbot (from a location 
of his choice) by typing in a request 
to open a new bank account online. 
There is also the option to utilise 
voice activated chatbots, where Steve 
could issue a voice request via his 
smart device. Then the voice bot will 
have the intelligence to interpret and 
understand the request. 

 • The chatbot provides Steve with a link 
to complete an online form. 

 • Once Steve has filled it out, the 
chatbot directs the completed form 
to the unattended robots to kick off 
some preliminary processes before 
opening the new bank account. 

Automating background checks 
The unattended robots start to execute 
various tasks within the bank’s backend 
systems, such as: 

 • Running a customer credit 
assessment to determine the precise 
credit score of Steve Brown.

 • Performing a “know your customer” 
verification process. This includes 
a search of Steve Brown’s profile 
across social networks, and generates 
a print screen of the street view 
of his business. All of which are 
automatically saved to the bank’s 
systems. 

OCR engine verifies Steve Brown’s 
identity 

 • At this point, there is enough data to 
determine that Steve is indeed Steve 
Brown, and not someone else. 

 • However, the system has identified a 
discrepancy between Steve Brown’s 
name as it appears on the online form 
compared to his driver’s license. The 
use of OCR enables the extraction 
of text from the scanned image of 
Steve’s driver’s license. 

 • Since a discrepancy has been 
identified, the system will treat this 
as an exception, which will require 
human input to resolve. 

Desktop automation handles the 
exceptions 

 • The attended robot presents Steve 
Brown’s information to the banker 
(a human employee). The banker 
is then able to manually verify that 
Stephen Brown and Stephen James 
Brown are the same person. This is 
due to an exact match of his social 
security number across relevant 
documentation. 

Machine learning algorithms 
learn how to better handle the 
exceptions next time round 

 • As the banker manually validates 
Steve Brown’s identity, the system 
is observing and continuously 
learning from this type of human 
input. Advanced machine learning 
algorithms are designed to study, 
mimic and learn from human input 
and behaviour. 

 • In future, the system will be able to 
handle and process a similar scenario 
automatically without human input. 
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Verifying additional data using text 
analytics and NLP 

 • As the robot continues to upload 
relevant documentation to the bank’s 
systems, it interacts with cognitive 
tools (such as text analytics and NLP) 
to validate the data in those files. 
These cognitive tools enable the 
interpretation and categorisation of 
key data points from the free text in 
the uploaded documents. This way, 
the robots can access and utilise the 
data during the process automation, 
in real-time. 

The robot automates the final 
tasks to open and activate Steve 
Brown’s new bank account 

 • The unattended robots execute a set 
of tasks required to open and activate 
the new business account. This is 
done by interfacing with various back-
end systems within the bank. 

 • Once the system has confirmed that 
all of the customer’s data meets 
the bank’s policy, the robot will 
automatically generate and send a 
confirmation email directly to Steve 
Brown, confirming that his new 
account has been activated. 

 • Finally, the robot reports back to 
its hub (the robotic control room), 
indicating that the mission has been 
accomplished. 

As indicated in this business case, using 
a combination of robotic and cognitive 
automation enables the automation 
of more complex processes, such as 
opening a bank account. Automations 
of this nature should naturally increase 
customer satisfaction since the 
customer can access an online service 
with a rapid response. In addition, 
employee satisfaction will also receive 
a boost from removing cumbersome 
and boring tasks (such as background 
checks) from the employee’s work 
schedule. 

Rocking the boat
When enterprises embark upon their 
R&CA journeys, there are numerous 
factors to consider. This is because 
R&CA is not just an IT project, it is a 
transformation that will change the 
organisation’s people, processes and 
technologies. Each one of these three 
groups relates to people who naturally 
resist change. 

How can this resistance to change be 
managed? 

 • Treat the people as key stakeholders 
and act accordingly: learn to see the 
potential stakeholders, enable staff 
to experience the benefits of R&CA 
and give them real-time and personal 
guidance and assistance during 
the adaptation phase to the new 
organisational processes and systems. 

 • Move forward, one step at a time: aim 
to kick-off with a small project scope 
by piloting a project. Choose a pilot 
by focusing on opportunities with a 
small time to value gap, minimising 
any distraction from higher priority 
activities, scale the successful 
elements of the pilot, and replicate 
positive results. 

Also, remember the following 
considerations: 

 • Fail Fast. With any innovative project, 
failure at various stages is inevitable. 
In addition, riding the RPA and 
R&CA waves is an unpredictable 
transformation. Be quick and agile. By 
failing fast, organisations are enabled 
with critical learnings to optimise their 
R&CA deployments. 

 • Consider the data element. Cognitive 
technology requires data in order to 
trace and mimic human intelligence. 
Data however, is not always easily 
available or accessible. When starting 
a cognitive automation initiative, 
there should be a significant time 
investment in understanding which 
data can be leveraged and how to do 
so. Regulation plays a key role when 
working with data as well. 

Kick-starting the journey towards 
establishing a firm RPA baseline for 
further expansion into cognitive 
technology is multi-faceted and 
unpredictable. You need to crystallise 
your R&CA vision, plot your position on 
the RPA and/or R&CA waves, seek out 
mature and objective guidance from 
a trusted advisor and implementer, 
and always continue to learn more. 
Embracing a mindset that is open and 
flexible to continuous learning and 
re-optimisation of key elements for 
ongoing improvement, is critical. 

This article is sourced from 
The future of operations 
– Beyond process 
automation
Deloitte.com
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