Swiss Banking Business Models of the future and
consequences for regulation and supervision
Symposium esisuisse/EFDI/URPP – University of Zurich
Dr. Ralph Wyss and Dr. Stefan Bucherer | 13. March 2017

Trends and Innovations
Today’s change drivers
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Regulations, new technologies and market entrants, as well as
changing client patterns are impacting the banking industry
Millenials
•
•

Significant growth of
wealth expected
Generally low trust in
banks and low-tomoderate financial
knowledge

Digital investing
•

•

New market entrants
•

•

Established technology
companies
increasingly offer
select banking services
New FinTech players
are entering the B2C and
B2B banking market
with innovative products

•

•

Automation/robotics

Market volume for
digital investing rapidly
growing
Simplicity, transparency,
and data security are
distinguishing features

•

Tax transparency

Customer protection

International
regulations imply
increased reporting
requirements
Non-compliance leads
to severe repercussions

•

Source: Deloitte (2015) Swiss Banking Business Models of the future

•

•

Automation can achieve
large efficiency gains
Banking is becoming a
commoditised industry
with focus on attracting
and retaining clients

Acquiring and servicing
cross-border
customers becoming
more difficult
Rising regulatory and
compliance costs as a
result of new customer
protection laws

Blockchain
•

•

Blockchain enables
self-verifying and selfexecuting contracts
Blockchain may
disintermediate banks
and CCPs

Sharing economy
•

•

Collaborative finance
platforms provide new
investment and
funding sources
Sharing economy
offerings connect users
directly while
sidestepping banks
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Trends and Innovations
Impact on banking
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These trends and innovations in the industry are reshaping the
primary banking functions as well as the entire value chain

Banking functions
Deposits
and lending

Payments
•

•

Emerging
competition
from alternative
payment rails
(e.g., based on
blockchain)
Greater
integration
leading to fewer
touch points
with clients

•

•

Transformation
of banks from
one-stop-shop
to single
account
providers
Distribution of
savings and
credit portfolios over a
large number of
platforms

Investment
management
•

•

Switch of
customers to
automated
advisors for
more costeffective service
Decoupling of
advisory
services and
products erodes
the one-stop
banking model

Market
provisioning

Capital raising
•

•

Widening access
of clients to
broader range
of investment
products
Competition of
banks for
investments
against
distributed
platforms

•

•

Increasing
automation of
market
provisioning
Declining role
of banks’ as
counterparties

Banking value chain
•
•
•

Disintegration of the banking value chain as a consequence of the standardisation of IT interfaces and other innovations
Intensification of competition and tightening of margins due to standardisation and virtualisation of services
Increasing use of externalisation to reduce costs and find access to innovation

Source: Deloitte (2015) Swiss Banking Business Models of the future
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Future of Banking
Emerging pure-play business models
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Five generic banking business models emerge as a result of the
market trends, reflecting the disintegration of the value chain

Configuration of the value chain and business models

Banking value chain
Client
assessing

Financial
advisory

Product
development

Transaction
processing

Support
functions

Trusted advisor
Product
leader

Managed
solutions

Source: Deloitte (2015) Swiss Banking Business Models of the future

• The standardisation of interfaces is
a primary enabler of the
disintegration of the value chain.
The value chain components each
follow a different economic logic and
have different technological and
procedural requirements
• Disruptive innovations combined
with standardisation of processes
and services create economies of
scale and scope to specialised firms

Transaction
champion

Universal bank

Description

• Hybrid models will co-exist with
pure-play business models, if
banks are able to create a strategic
differentiator from managing the
interface between client relationship,
product development or transaction
processing
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Future of Banking
Ecosystem scenario
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In the future, traditional banks might only be one player among
many in a larger ecosystem serving the banking needs of clients
Potential future banking ecosystem

A

• Specialist providers such as FinTechs
manage relationships with end-clients
directly and offer integrated products and
services

CCP

• Payments and other transactions are mainly
conducted without the involvement of
banks (e.g. P2P-payments)
• Sharing platforms enable the sharing of goods
and services without the exchange of
monetary values

A

Specialist
providers
CCP

Central
counterparty

Traditional
banks
A

Clients

Aggregator

Source: Deloitte (2015) Swiss Banking Business Models of the future; Deloitte (2017) Innovation in Private Banking & Wealth Management
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Fintech and Regulations
The situation today
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Regulations are heterogeneous and pursue different objectives.
New regulatory approaches are in their infancy and primarily
tailored to individual business models
CH

EU

UK

USA

China

• No explicit regulations on FinTech or FinTech companies
• Scope of Swiss financial market laws depends on individual business model
• Proposed amendment of the Banking Act and Ordinance based on the “onesize-fits-all” or principle-based approach
• Introduction of the Digital Single Market strategy
• No specific regulations on crowdfunding, virtual currencies or robo-advice
• Electronic Money Directive 2009/110/EC, Payment Security Directive
2015/2366
• Electronic Money Regulation (2011)
• Crowdlending activities are less regulated than crowdinvesting activities due to
the limited risk they pose
• Regulatory Sandbox is limited in time and companies are in close exchange
with the FCA
• Uncertainty and fragmentation of federal and state agency responsibilities
• Regulation of specific business sectors
• Room for regulatory arbitrage
• Guiding Opinions on Promoting the Healthy Development of Internet Finance
(People’s Bank of China)
• Draft Administrative Measures of Business Activities of Internet Lending
Information Intermediary Institution (China Banking Regulatory Commission)
• Draft Rules of Non-Deposit Lending Institutions (State Council)
• Partially different situation with existing very large scale platforms
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Fintech and Regulations
The challenges ahead
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“Bitcoin is like technology that’s arrived from Mars, and so
regulators don’t know what to do with it. That’s a good thing.”
Washington Post, 2014
• Competitive race amongst regulators worldwide to
be FinTech-friendly
• Data protection
• Property law
• Applicability of customary legal methodologies,
e.g. requirement of written form, physicality, legal
entities, accountability, choice of law, place of
jurisdiction etc.
• Regulatory arbitrage

Complexity

• Disruptive nature

Reliability and investment
security
Fairness
consider both disruptive effect of
FinTech and inhibitory effect on
traditional payment systems 
FINMA principle-based regulation is
preferred
Level playing field
limitations on consolidated
supervision

1990 1995 2000 2005 2010 2015
Barter
Cash
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Fintech and Regulations
Considerations for regulators
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As detailed rules are a motivator for finding workarounds, a
principle-based regulatory approach is needed

With market participants
permanently online,
technology and data
available in clouds and
blockchain providing
reliability, the market is
coming up with a variety
of „workarounds“ for
highly regulated
„complicated“ services.

A principle-based
approach, eliminating
unnecessary regulation
for all participants and at
the same time enforcing
the necessary one allows
the evolution of the
digitalization without the
participants „fleeing the
system“

The future of
„government owned“
cash as the „blood of an
efficient economy“ might
soon be questioned by
highly efficient barter
and/or blockchain models
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