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Financial services banking on tech

While technology presents an opportunity, it also poses a threat as it lowers barriers to entry

Technology-led innovationhasbeen
the cornerstone of 21st century, with
the digital world ushering in sweeping
changesacross sectorsand businesses.
It has redefined markets, wiped out
businesses and created new ones.

One clear indicator of this change,
which we are witnessing, occurred
when, in November 2015, Facebook’s
market capitalisation of $275 billion
went past General Electric’s (GE) mar-
ketcapitalisation of $273 billion in just
threeyearsof Facebook’slisting. Itdid
not matter that Facebook’s staff num-
bered 9,000—just 3% of GE's—or that
the total sales of Facebook at $12.5 bil-
lion wasnoteven 10% of GE's!

Much like in other sectors, technol-
ogy hasbroughtaparadigmshift in the
financial services sector as well. One
may argue that technological disrup-
tion has, so far, been less severe in the
caseof thefinancial services industry,
but winds of change are blowing. It is
evident that many areas will get im-
pacted and the nimble will have an ad-
vantage over the stodgy. Look at the
evolution in payments space; as pay-
ments move more and more to digital
mode, soon we may not need to write
cheques or send drafts.

Technology has two key realities—
it evolves and eventually becomes af-
fordable and as it penetrates through
society, itspawns large amounts of da-
ta. This data when analysed enables

companies decipher
trends that generate new-
er opportunities. Here,
competition can become
sector-agnostic, with
companies in a seeming-
ly unconnected industry
using customer data and
insights to expand into

to real-time intelligence
and secure systems. On
the other hand, interac-
tive ATM kiosks—besides
giving wads of notes-

can become a one-stop
shop for all investment
and insurance solutions.
The possibilities are end-
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customers at low costs, it
alsopresentsathreattoex-
isting financial services players as it is
lowers the entry barriers.

On the one hand, open source and
bigdataare gettingenmeshed with the
processes and architecture of the fi-
nancialservicesfirmstoensureaccess

solutely secure.

Given that in 2020, the
average age of an Indian will be 29
years, companiesand organisations in
the financial services space need to
prepare to cater to this tech-savvy and
aspirational generation. As cell-
phones are now the most commonly

possesseddeviceacrossurbanandrur-
alIndia,acombinationof internetand
hand-held devices will be the fulcrum
of a financial services business. To-
gether, this will be the mediumof iden-
tification, evaluation and disbursal of
services that will be marked by busi-
ness intelligence that analytics in-
creasingly provides.

At the same time, digital technolo-
gy willmake iteasier for customersto
switch from one financial services
firm tothe other and this could end up
hurting profitability. Not just smaller
players, even leading financial ser-
vices companies will need to adopt,
adapt and devise new strategies toun-
derstand customer needs and de-
mands in the backdrop of technologi-
cal transformation and make a
concerted effort to retain them. Fur-
ther, companies operating in the fi-
nancial services space will need to
work much more closely with other
players to develop new delivery chan-
nels and apps for customers.

Inthiseraof “blink and miss”, keep-
ing pace with the latest developments
is simply not good enough. It is ab-
solutely imperative to stay ahead of
the curve and ride the next wave of
technological evolution. Or, be lost in
the high seas!
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