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120
Countries worldwide

As a public-benefit federal
enterprise we support the
German Government in achieving
its objectives in the field of
international cooperation for
sustainable development.

Our Global Engagement..
…to support inclusive and sustainable financial systems
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Financial Systems Developm ent & Insurance

A brief stock-taking
• DFS cuts across sectors, jurisdictions and geographic boundaries. It is
transforming the financial sector and significantly impacting traditional
models of doing business. The nature and scope of risks in the financial
sector is also rapidly changing
• DFS has made an enormous contribution to financial inclusion – and has
the potential to achieve much, much more.

• The private sector has been a key driver of innovation
• Regulators are critically important – both as gatekeepers and custodians –
but also face new challenges
• Central importance of consumer trust and confidence
• Despite the progress, beyond revolutionising payments we still have some
way to go to effectively meet the needs of customers
• “Do no harm” and “leave no-one behind” – responsible practices are
essential; and we need to be proactive about addressing the digital divide
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On behalf of BMZ, GIZ contributes to the international DFS agenda…

Opportunities and Risks
in Digital Financial
Services: Protecting
Consumer Data and
Privacy
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Selected Regulatory
Frameworks on Data
Protection for Digital
Financial Inclusion
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Responsible Use of
Personal Data and
Automated DecisionMaking in Financial
Services

Financial Inclusion of
Forcibly Displaced
Persons

…and supports DFS directly in our partner countries

Jordan

Uganda

Mozambique

•
•

Population: 10 million
GDP per cap.: USD 9,433

•
•

Population: 30 million
GDP per cap.: USD 1,291

•
•

Population: 43 million
GDP per cap.: USD 2,498

•
•

Bank- and non-bank-based models
Regulated and supervised by
central bank (CBJ)
Interoperability mandated from the
beginning (via CBJ-operated
switch)
Non-exclusivity of agents

•
•

Bank- and non-bank-based models
Regulated and supervised by
central bank (BdM)
Interoperability not mandated from
beginning
Non-exclusivity of agents

•
•

Bank- and non-bank-based models
Regulated and supervised by
central bank (BOU); coop. with
communications regulator (UCC)
Interoperability not mandated from
beginning
Non-exclusivity of agents

•

•
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•
•

Our technical cooperation
MACROLEVEL
MESOLEVEL

MICROLEVEL

•
•
•
•
•
•

Technical advisory services (e.g. policy, regulation,
supervision)
Strengthening of supervisory practices/tools
Capacity development of staff
Exposure to best and emerging good practices
Linkages to German and other organisations
Facilitation of sector dialogue

•
•
•

Sectoral exchanges
Development of training materials and training capacity
Strengthening of sector associations and networks

•
•
•

Technical advisory services (e.g. market analysis,
product development, pilots)
Experience-sharing with other markets
Capacity development of staff

•
•

Digital and financial literacy training
Sensitisation on consumer protection issues

CLIENT

LEVEL

Strong partner-orientation
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Solutions which build on global good
practice and experience, but are
adapted to the specific context

Key Regulatory Enablers for Financial Inclusion

•
•

Who can issue emoney?
Regulations should
create a level playing
field proportionate to
the risks involved

•

•

Allow a wide
spectrum of FSPs to
use agents
Exclusivity
arrangements can
inhibit market
development
Adapted from
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•

•

•

A risk-based
approach to AML/CFT
is advisable
Role of ID systems
and digital technology
Important to find the
right balance

•

•

Transparency, fraud
prevention, data
protection, consumer
recourse
Multiplicity of actors,
channels and products
creates challenges
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Internationale Zusammenarbeit (GIZ) GmbH
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E info@giz.de
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Financial Conduct Authority of the UK
Background:
• Created by Parliament in 2013 as the UK market conduct regulator, with
the strategic objective to ensure that relevant markets function well
• FCA has 3 operational objectives:
• Protect consumers – to secure appropriate protection for consumers
• Integrity – to protect and enhance the integrity of the UK financial
system
• Promote competition – to promote effective competition in consumers’
interests
• Regulates over 56,000 firms, including 18,000 “prudentially”

Financial Conduct Authority of the UK
FCA’s Essential Mission is to…
• Enhance trust
• Improve how markets operate (i.e., by encouraging innovation)
• Deliver benefits through central regulation
• Prevent harm from occurring where possible
• Put things right when they go wrong…
via a “principle-based approach”

FCA Launches the Sandbox in 2016
Sandbox Launched under “Project Innovate”

“The sandbox aims to promote more effective competition in
the interests of consumers by allowing firms to test innovative
products, services and business models in a live market
environment, while ensuring that appropriate safeguards are
in place.”

FCA’s Objectives in Creating the Sandbox
The FCA set out potential benefits when it first proposed the sandbox
program in 2015. These benefits should include:
• Reducing the time (and cost) of getting innovative ideas to market
• Enabling greater access to finance for innovators, by reducing
regulatory uncertainty
• Enabling more products to be tested and, thus, potentially introduced
to the market
• Allowing the FCA to work with innovators to ensure that appropriate
consumer protection safeguards are built into new products and
services

FCA’s Basic Sandbox Eligibility Criteria
The FCA set out specific criteria which have to be met by firms as a
prerequisite for entry to the sandbox:
• Genuine Innovation: Is the new solution genuinely novel, or significantly
different to existing offerings?
• Consumer Benefit: Is there a good prospect of identifiable benefit to
consumers? This criterion has to be met throughout the 6-month period of
testing.
• Is the Firm in Scope: Is the new solution designed for, or supportive of, the
financial services industry?
• Need for Sandbox Testing: Is there a genuine need for testing within the
sandbox framework?
• Readiness to Test: Is the proposition at a sufficiently advanced stage of
preparation to warrant live testing?

FCA’s Sandbox Tools
• Restricted authorization
• Individual guidance
• Waivers or modifications to FCA’s rules
• No enforcement action letters
• Informal steers

FCA Sandbox – How it works
• Scheduled Cohorts - Operates on a cohort basis with two six-month test periods per year
(working on Cohort 6 at present)
• Standard Applications and Criteria - To apply, firms use FCA’s standard application form
and indicate how they meet eligibility criteria
• Standard Tools - Firms admitted to the sandbox may be provided with FCA “tools”
• Tailored Pilot Testing - Successful sandbox applicants are provided with a dedicated case
officer who supports the design and implementation of the test (there is a unique
sandbox for each firm, with it’s own logic and rules depending on the business model)
• Built-in Safeguards - FCA works with firms to ensure sufficient safeguards are in place to
mitigate potential harm—safeguards are tailored to each test
• Tech and Cyber Reviews - FCA conducts technology and cyber resilience review of firms
• Final Report & Evaluation - Firms submit final report summarizing outcomes of the test
prior to transitioning out of the sandbox

FCA Sandbox – A Look at Results

FCA Sandbox – A Look at Results

FCA Sandbox – A Look at Results
Cohort 1 (application window closed on July 2016):
• 69 applications
• 24 businesses accepted, 18 firms tested

Cohort 5 (application window closed in November 2018):
• 99 applications
• 29 businesses accepted

FCA Sandbox – Commercial Bank Participation
Cohort 1
• HSBC –An app developed in partnership with Pariti Technologies, a FinTech start-up, to help customers better manage their finances
• Lloyds Banking Group –An approach that aims to improve the experience for branch customers aligned with the online and over the phone
experience

Cohort 3
• Barclays - RegTech proposition … tracks updates to regulations within the FCA Handbook and aligns their implementation to Barclays’ internal
policies
• Nationwide* - Automated solution providing digital savings guidance and investment advice

Cohort 4
• Natwest – Governance model based on DLT that enables organisations to work collaboratively on developing and running decentralised
applications. The model codifies society rules in smart contracts on a blockchain … NatWest will open source the code after successful testing

Cohort 5
• Barclays – “A tool that profiles investor motivations and preferences around the social and environmental impact of their investments and portfolio”
• Standard Chartered Bank - An application that … enable[s] consumers to receive economic benefits from longer-tenor deposits while maintaining
flexible and easy access to their deposited money”

* Nationwide Building Society is not a bank, but it is a large “incumbent”.

FCA’s Evaluation of Sandbox Results
In 2017, FCA evaluated first two cohorts. Key findings/lessons:
Access to the regulator expertise the sandbox offers has reduced the time
and cost of getting innovative ideas to market
Testing in the sandbox has helped facilitate access to finance for innovators
Sandbox has enabled firms to test products and introduce them to market
Sandbox has allowed FCA to work with innovators to build appropriate
consumer protection safeguards into new products and services

Original objectives for the sandbox program are being met.

FCA’s Evaluation of Sandbox Results
Additional findings/lessons:
 Majority of use cases are application of new technology to traditional
banking and financial products
 Distributed Ledger Technology (DLT) was most popular technology
solution (first two cohorts), mainly focused on e-money or e-payments
 Sandboxed firms struggle with smooth integration of APIs, which takes
significant time and effort

“Testing indicates the sandbox is making progress towards promoting
competition in the market”

Thank you!
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BANKS IN THE AGE OF DIGITALIZATION

Technology is applied in services and all
dimensions of life

Many new “players” enter
the market

Digital transformation
is indispensable helping
the banking sector to
overcome the challenges
of the digital age
Trend of competition and
cooperation with Fintech
and Bigtech

Big changes in customer
behavior and expectations
Promoting digital banking transformation in Vietnam

“More open” legislatives to promote
innovation and consumer protection
3

Digital banking v.s Digital transformation
Digital banking overall architecture

Digital banking
• Digitizing all banking
activities ranging from
products/services that
interact directly with
customers (front-end) to the
automation of the internal
processing system (back-end).
• Digital banking can be
considered a destination while
Digital transformation is a
multi-level process towards a
true digital banking.

Promoting digital banking transformation in Vietnam

INCREASING
CUSTOMER
EXPERIENCE

RAISING THE
CAPACITY IN
SERVICE DELIVERY
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LEVELS OF DIGITAL TRANSFORMATION IN BANKING
Digital transformation in banking
Means integrating technology into all levels of banking activities, digitizing most business processes in an automated
and intelligent direction, operating and supplying products and services on a digital platform and optimally exploiting
data to increase customer experience and engagement. There are three levels of digital transformation in banking.
Old architecture
New architecture

Interface
indexation

Digitization
by module

Bank with a
digital nature

Interface

System integration
Core bank
low

Promoting digital banking transformation in Vietnam

Level of transformation

high
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POTENTIAL FOR DEVELOPING DIGITAL BANKING IN VIETNAM
Vietnam’s population is 96.5 million with
the young population structure (Adults ~
70%)

72% the population own a smartphone

130 million mobile subscribers

51 million Internet mobile subscribers with
3G/4G connection covered country-wide

64 million Internet users

Accounting for 67% of the population

E-commerce highly increased (30% p.a.); Vietnam is the second largest
digital economy in Southeast Asia (USD 12 billion), growth rate 40% p.a.
About 40% of the adult population do not have a bank account
Generation Z (1995+) currently accounts for only 4% of banks’ customers;
will be in the next 10 years the key customer group when accounting for
40% of the population

Vietnam is a market with great potential opportunities for digital banking
development

Promoting digital banking transformation in Vietnam
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The level of research and
implementation of digital
transformation strategies

Application of 4.0 technology in
digital banking development in
Vietnam
Cloud Computing

Have not considered to
develop strategies

Big Data
Analytics

Blockchain

Being researching and
developing strategies
Have initially practical
implementation

Source: Survey of SBV April/2018

• 94% of banks have initially implemented or are
researching and developing digital transformation
strategies, of which 59% have started to implement
digital transformation in practice.
• 6% of banks currently have not yet considered to
develop an overall Digital transformation strategy.
Promoting digital banking transformation in Vietnam

Artificial
Intelligence (AI)

Robotic Process
Automation

Internet of Things

Cloud computing and Big data analytics are being applied and have a
strong impact on digital transformation.
 Artificial intelligence and Blockchain technology are new technologies
with many potentials.
Internet of things and Robotic process automation have not been
applied much.
Source: Survey of SBV April/2018

7

TECHNICAL FOUNDATION FOR DIGITAL BANKING DEVELOPMENT

260.000 POS
machines

18.700 ATM

Quantity/Value

78 banks

44 banks

17 banks
30.000 QRCodes

Instant Payment &
Credit Info
infrastructure

Number of
transactions in 2018
(in millions)

Compared
to 2017

Transaction value in
2018
(in VND trillion)

Compared
to 2017

Through Internet
channel

255

+33%

16.000

+19,5%

Through Mobile channel

155

+41%

1.860

+169%

Channel

Promoting digital banking transformation in Vietnam
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SOME MODELS OF DIGITAL BANKING DEVELOPMENT IN VIETNAM
Digitizing existing banks
 Digitizing business segments or processes and
products/services that interact directly with
customers (front-end) to bring value to banks.
 Operating on a homogeneous multi-channel
platform and ensuring customer experience
consistently across channels.
 Focusing on customer orientation to the
“digital first” operating model and minimizing
interaction at physical points.
 Focusing on increasing user experience and
improving business performance.

Promoting digital banking transformation in Vietnam

Digitization combined with
digital banking development
 Setting up a new digital bank within the
existing bank, applying to a specific segment
and positioning customer values (e.g.
millennials) simultaneously with digitizing
existing banks.
 Running the two initiatives in parallel and
converting the superior capabilities of the new
digital bank to supporting a homogeneous
multichannel model (Omni).
 Some capabilities and operating infrastructure
can be shared such as Corebank and reporting
system while customer interaction (front-end)
of the two initiatives are very different.
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SOME RESULTS OF DIGITAL BANKING DEVELOPMENT IN VIETNAM

MB’s Chatbot
virtual assistant
Vietinbank’s
strategic project
to replace
CoreBank

Live Bank - TP
Bank’s
automatic
banking service

YoLo - Vp Bank’s
digital bank
application
Digital Lab &
Vietcombank’s
large-scaled
digital
transformation
project

Promoting digital banking transformation in Vietnam
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ASSESSMENT OF DIGITAL BANKING DEVELOPMENT IN VIETNAM
 94% of banks have initially implemented or are
researching and developing digital transformation
strategies, of which 59% have started to
implement digital transformation in practice.
 The majority of banks in Vietnam have
implemented digital banking at the transformation
level of communication channels and processes.
 Transforming into a new data platform that was
researched and deployed by some pioneer banks.

Communication
channel

R.P.A, Machine
Learning,
Biometrics,
Mobility

Process

Big Data, R.P.A

Data platform

Cloud, Data Analytics,
A.I, open API,
Blockchain…

Big data, multi-dimensional
automated data collection
and open connectivity.

Application of virtual
assistant, 24x7 service
consulting on website,
contact center, social
networks and mobile
apps.

Promoting digital banking transformation in Vietnam

Real-time online
trading system
Automated operation
processing

Analysis
of
customer
behavior,
habits
and
understanding.
Serving decision making, risk
management,
consulting,
providing products-services
automatically
and
personalization.
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OPPORTUNITIES AND CHALLENGES
IN DIGITAL BANKING DEVELOPMENT
* Developing a facilitating legal framework
* Ensuring network and data security

CHALLENGES

* Raising customer awareness and skills
* Selecting and investing effectively in IT infrastructure

* Creating a competitive advantage

* Innovating the management model

OPPORTUNITIES

* Diversifying and expanding products and services

* Accessing and exploiting data
* Increasing customer experience and performance
Promoting digital banking transformation in Vietnam
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LEGILATIVES FOR DIGITAL BANKING
The current legal basis is relatively adequate for digital payments
2010

SBV Law,
Law on
Credit
Institutio
ns
On banks’ payment
activities, non-banks’
payment intermediary
services, regulation and
supervision of payment
activities

2012

Decree
101/2012/
ND-CP
On non-cash payments

2014

Circular
19/2014/TT
-NHNN

On issuing and using
bank cards

2014

Circular
39/2014/TTNHNN

On the payment
intermediary services

2017

Establishment
of SBV Steering
Committee on
Fintech
Researching issues to
complete the legal
framework for digital
banking and Fintech
(eKYC, open API,
Blockchain…)

2018
SBV’s
Decisions on
standards for
QR Code and
Chip cards
On standardized QR
code payment and
conversion from
magnetic cards to chip
cards

... However, the legal framework will need being completed to create more favorable
conditions for the development of digital banking in the coming time.
Promoting digital banking transformation in Vietnam
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DIRECTION FOR THE UPCOMING TIME
The SBV encourages credit institutions to formulate and implement digital transformation
strategies at each bank, strongly apply digital technology to business operations and
promote innovative business models and bank-Fintech cooperation.
•

Newly issuing, revising the legal
framework to adapt with the
Industry 4.0 and support digital
banking transformation;

•

Developing the Regulatory
Sandbox;

•

Developing and completing
infrastructure (IBPS, ACH,
CIC...);

•

Expanding international
cooperation on digital banking
and Fintech;

•

Applying digital technology to
enhance regulation, supervision
and operational efficiency.

THE STATE
BANK OF
VIETNAM

Promoting. digital banking transformation in Vietnam

•

Developing and implementing a digital
transformation strategy at each credit
institutions and applying new business
models and innovative product/services;

•

Investing in IT infrastructure and applying
4.0 technology (Data Analytics, A.I, open
API...) to increase customer experience and
improve efficiency;

•

Strengthening network security risk
management and protecting customer
confidentiality;

•

Attracting and retaining digital talents.
Retraining HR to adapt to 4.0;

•

Identifying the degree of competition and
cooperation with Fintech/BigTech to have
an adaptive business model.

COMMERCIAL
BANKS
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SOLUTIONS
Action Program to implement
Resolution 52-NQ/TW
Formulating and enacting the Action
Program of the Banking Sector to
implement the Politburo’s Resolution
52-NQ/TW and the Government’s
Resolution on Industry 4.0.

Digital Technology Infrastructure
Continuing to build and complete the infrastructure
of the banking sector to support the supply of
digital products/services and digital data sharing;
Strengthening
integration,
infrastructure
connection and application of the banking sector
with other service industries to expand the digital
ecosystem.
Digital transformation and digital banking in
association with financial inclusion

Building a legal framework for
digital banking
(i)

Developing a new Decree on noncash payment;
(ii) Developing
guidelines
for
identifying and authenticating
customers electronically (e-KYC);
(iii) Specifically guiding on data
sharing,
information,
and
customer protection and cyber
security risk prevention.

Promoting digital banking transformation in Vietnam

•

•

•

Implementing tasks related to digital banking
development, bank-fintech cooperation and IT
application under the framework of the
National Financial Inclusion Strategy.
Providing safe and convenient banking services
at affordable prices for people without bank
accounts, especially people in remote areas.
Improving financial literacy and skills.
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RECOMMENDATIONS & SUGGESTIONS
Accelerating the completion of
the Nationtal population
database, allowing sharing and
open connection with service
industries such as banking,
telecommunications
and
insurance.

1

01

2
02

Promoting digital banking transformation in Vietnam

Developing regulations on user
data protection and digital
identification;
completing
regulations on transaction and
information security.
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THANK YOU VERY MUCH!
Promoting digital banking transformation in Vietnam
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Digital transformation at Commerzbank
Commerzbank’s digital footprints
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Commerzbank’s Digital Topics
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REGULATION
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5.0 STRATEGY
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Commerzbank’s Digital Topics

DIGITIZATION
REGULATION
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COMMERZBANK
5.0 STRATEGY

CAMPUS 2.0
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Payment Service Directive 2 (PSD2) – Goals and Changes

PSD2

Security
Strong
Customer
Authentification
(SCA)
(since Sep 2019)

Commerzbank AG | Meyer, Leonard | Institutionals | Hanoi / 25.10.2019

Competition

Consumer
protection

Opening
Account
interfaces

Ban of credit
card surcharges

(since Sep 2019)

(since Jan 2018)
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PSD2 – Effects and Limitations

+
New business models and competition

Less consumer convenience

Opening of bank interfaces now being pushed by
PSD2, which is a new effect

SCA makes it inconvenient for clients to logon to
multiple banks and FinTechs

New business models arising, e.g. OptioPay

Some of the competition effects lost through this

Competition to be strengthened by opening the
account information interfaces

Opening up of bank data

No Standardization of interfaces

Shift in the way banks and consumers can give or
gain access to thei bank data

Some interfaces of other banks are not working as
well as they should be

Less innovative banks have to keep up technological
innovation

No official standardization of the APIs, room for
interpretation for banks causes fragmentation

Commerzbank AG | Meyer, Leonard | Institutionals | Hanoi / 25.10.2019
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Cryptocurrencies for Bafin and ECB
Are the European and the German regulatory body open to virtual currencies?

Source: Yves Merch, Member of the Executive Board of the ECB, BaFin statement on virtual currencies
Commerzbank AG | Meyer, Leonard | Institutionals | Hanoi / 25.10.2019
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Example Libra
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Commerzbank’s Digital Topics
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Commerzbank 4.0 has substantially delivered

focussed business model

significant cost reduction

strong growth

sound capitalisation

robust compliance setup

enhanced digitalisation

Achievements of Commerzbank 4.0

Commerzbank AG | Meyer, Leonard | Institutionals | Hanoi / 25.10.2019
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Basic ingredients of Commerzbank 4.0 are the right ones
Key insights Commerzbank 4.0

Commerzbank 5.0

Growth in German market is feasible

Balance with capital requirements

Revenues are a challenge

Leverage profitability of client relationships

Successful cost management

Further savings require additional investments

Digitalisation is crucial success factor

Investments necessary to accelerate the pace

Positive customer feedback

Further extend customer relationships

Commerzbank AG | Meyer, Leonard | Institutionals | Hanoi / 25.10.2019
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Commerzbank 5.0 – the next strategic step

PSBC

Mobile & Personal

Corporate Clients

IT & Operations

Profitability & Growth

Capability & Efficiency

Digital – Personal – Responsible

Commerzbank AG | Meyer, Leonard | Institutionals | Hanoi / 25.10.2019
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Commerzbank’s daughter investment companies
Harvesting knowledge and technologies from start-ups

Website

Commerzbank AG | Meyer, Leonard | Institutionals | Hanoi / 25.10.2019

Website
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Commerzbank’s Digital Topics
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Goal

CAMPUS 2.0

In the cluster supply organization, we have set ourselves the goal of making banking
transactions "easy, better and faster" for the customer.
Here, colleagues from the specialist and IT sides work together in a team with agile
working methods.
This enables us to bring our products to market faster and more flexibly.

Commerzbank AG | Meyer, Leonard | Institutionals | Hanoi / 25.10.2019
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Campus 2.0 – our integrated digital delivery model

Campus 2.0 combines business and IT in agile teams

› Delivery organisation substantially increases customer
benefits by enhancing digital output quantity

› Faster “time-to-market” – significantly accelerated software
development

› More efficient use of resources – New Technology
Foundation as basis of Campus 2.0

Commerzbank AG | Meyer, Leonard | Institutionals | Hanoi / 25.10.2019
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Collaboration Model

The front office is the key
interface to the client.
Ideas/needs to the cluster are
generated in the front office
amongst others.

Central Functions act as
standard setter and have the
ultimate responsibility for the
contents of their topics.
Central sales management units,
such as Sales Management in
the Corporate Client segment,
coordinate demands of their
target groups.

Commerzbank AG | Meyer, Leonard | Institutionals | Hanoi / 25.10.2019

The Clusters are responsible
for the IT systems/products/
processes assigned to them
and coordinate the
requirements within the
delivery organisation on an
end-to-end basis.

Operations Centers are
responsible for ensuring
settlement and operational
procedures, and coordinate
and orchestrate ideas/needs
from Operations Centers.
For this, they are responsible
for costs.

15

Scrum Process

Commerzbank AG | Meyer, Leonard | Institutionals | Hanoi / 25.10.2019
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Challenges in Digital Transformation

TECHNOLOGY
› Still many legacy systems
actively in use and
needed

› Moving systems to the
cloud challenging due to
GDPR regulations

Commerzbank AG | Meyer, Leonard | Institutionals | Hanoi / 25.10.2019

ORGANIZATION
› Reshaping the workspace
for 6000 employees

› Challenge to include all
employees on the journey
of Transformation

CULTURE
› New responsibilities for
many employees

› Less hierarchical order
and leadership, more
self-control

17

Initiatives to overcome main challenges
1.

#DLC: Digital Leadership Challenge is a several months long training for Commerzbank bosses
with the goal to make them digital leaders

2.

MyFail sessions is an event-series in Germany, to foster a Fail-Culture and openness to speak
about mistakes

3.

Campus 1.0 employees are now multiplicators throughout the organization

4.

Scrum Master und Product Owner courses to make employees fit for agile working methods

5.

IDDP Traineeship helps gain young technology-savvy employees

6.

Tech Foundations are a vital part of the Campus 2.0 organization, responsible for key technologies,
such as API and Cloud

Commerzbank AG | Meyer, Leonard | Institutionals | Hanoi / 25.10.2019
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Disclaimer

Important Notice

This document is a client information according to the German Securities Trading Act.

The information contained herein has been compiled for informational purposes only. This document does not constitute individual investment
advice, an offer or an invitation to buy or sell any securities or any other financial instruments or to enter into any other transaction with regard
thereto. It is not intended to nor is it able to substitute giving investment advice suitable and appropriate to the client's individual circumstances.

The actual taxation is dependent upon the personal circumstances of the customer and may be subject to changes in the future. Commerzbank AG
does not offer legal, balance sheet and/or tax advice.

This publication may not be copied or disseminated without Commerzbank's prior written consent.
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DIGITAL BANKING TRANSFORMATION

1
October
2019

1

What is Digital Banking?

Digital Banking is an inevitable change to meet
the changing expectations of customers and is
supported by technological breakthroughs.

Digital Banking also demonstrates the transition
from traditional provision of products and
services to digital and online space.

2

Digital Banking Transformation

2019 is the
strategic year
for digital
transformation

Diversifying products and
services

Expanding sales channels
Strengthening risk
management

Digital Banking
Transformation

Improving service quality
Banks lead the
digital
transformation

Reducing costs, increasing
efficiency
Improving customer
experience

3

Evaluation Criteria

1

The number of customers using digital services
2

Transaction rate on digital channels
3

Leading in terms of operational efficiency
4

Modern digital infrastructure

Principles of Implementation
-

Focusing on customers on digital transformation initiatives to deliver value to customers is the
secret to success;

-

Developing core competencies together with building customer experience – proactively
changing customer experience at the present without waiting for the implementation of
competency building;

-

Taking action as an important factor: promoting immediate implementation with existing
capabilities and resources, without waiting and spending too much time for planning;

-

Focusing on selective implementation for selected customer segments rather than changing
comprehensively; immediately launching products and enhancing continuous experience;

-

Being flexible in customer communication sections and quickly responding to market needs;

-

Improving digital capabilities continuously: investing in building and leveraging to enhance
customer experience.

5

Scope of practice

1

Assessing the current
situation of VCB

Technology

Experience

Business

Objective:
To understand clearly market opportunities and
options for VCB.

1.1
Doing
research
on the
global
digital
banking
market

1.2
Doing
research
on the
digital
banking
market
in
Vietnam

1.3
Assessing
the current
status of
VCB
according to
BXT
Framework:
Business,
Experience,
Technology

2

Identifying
Xác định Chuyển đổi
transformation

3

Objective:
To design VCB’s approach to seize market opportunities

2.1
Designing
the digital
banking
model

2.3
Evaluation
of
technology
design gaps

Objective:
To build implementation capacity

3.1 Building PMO
transformation and starting
Digital Banking Center

2.2 Product
range and
segments

1.4 Digital
banking
options for
VCB

Implementing
transformation

2.4 The
role of
Digital
Banking
Center

2.5 Building
transformati
on roadmap
3.2 Selecting
technology
partner(s)
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Approach

B Business

What is
Digital?

B1 Customer Strategy
•
•
•

Customer segment
Product range
Value proposition for customers

B2 Digital human resource
•
•
•

•
•

•
•
•

T1 Unified channel experience

Building customer journey
Building user scenarios
Designing experience

•
•
•

X2 Staff Experience
•
•

B3 Business model
•

X1 Customer experience

•

Digital capacity development
Talent management/ strategy
Organizational structure

•
•

Customer interaction
Digital services
Awareness and analysis of customers

T2 Integration & Data

Building staff journey
Building user scenarios
Designing experience

•

•
•

X3 Marketing & Branding

Digital processes
Operational efficiency
Automation/Business Process Management
(BPM)/Robotic Process Automation (RPA)

T Technology

X Experience

Open systems/API communication
Arrangement of micro services
Competence in data and analytics

T3 Core system & Report

Developing necessary marketing competencies
Marketing measures are based on detailed
evaluation

•
•
•

The 3rd generation of core banking platform
Open architecture based on services
Real-time processing and reporting

Implementation capacity
E1 Regulation, risk management and compliance

E2 Flexible and
continuous
development

E3 Partner
model

E4 Business
architecture and
engineering

E5 Change
administration

7

E6 Program
administration

E7 Cyber
security
7

Evaluation and ranking framework on digital maturity level
(depending on each unit)

5

Leading - The ability of Digital banking to meet global standards, to be exploited and linked to other
capabilities of VCB and to be refined continuously according to customers’ needs based on Digital
Banking Framework 3.0

4

Mature –Most of Digital banking capabilities are fully and effectively exploited in accordance with global
good practices based on Digital Banking Framework 3.0

3

Developing - Digital banking capabilities are adequate but only partially exploited and in line with global
good practices based on Digital Banking Framework 2.0

2

Emerging – Digital banking capabilities meet the Digital Banking Framework 1.0

1

Fragmented – Digital banking capabilities do not exist or exist but are fragmented and not planned for exploitation
and use based on Digital Banking Framework 1.0

Digital
Bank 3.0

Digital
Bank 2.0

Digital
Bank 1.0

8

VCB has taken the first steps on the digital banking
transformation journey
Digital banking 3.0

Digital banking 2.0
Open Bank

Digital banking 1.0

Focusing on Front-end services

Outstanding Customer Connect,
Modern working method and technology

▪

▪ Focusing on providing front-end user

experiences for current products and services
like payments, money transfers, balance
checking, ect. based on installed application
(APP based)
▪ Attracting customers through a number of key
products and possibly and seamlessly opening
accounts across digital channels (e.g. opening
saving accounts on IB)
▪ Services and transactions are limited by current
technology (no end-to-end digital automation)
▪

▪

▪
▪

▪
▪

▪ A cooperation model in which banks seek to build

and integrate an ecosystem with customers,
partners, service providers and devices to promote
the creation and exchange of services that all
parties can capture the value
Digital banking will dominate the market thanks to its
superior connection with customers and the ability to guide ▪ It is possible to open up a whole new financial
customers’ behaviors and needs.
services ecosystem, in which the role of banks can
change dramatically, e.g., to become the platform
Creating connections with the customer ecosystem to
provider of White-Labelling service (a digital
guide customer behaviors and needs, both before and after
marketing product that allows rebranding, reusing the bank’s services
pricing and reselling under your own brand)/ the
Proactively monitoring the level of customer engagement
provider of additional products or services to a
to promote customer-friendly exchanges at the right time
larger customer base
Integrating physical and digital experiences, e.g.
▪ Specific challenges will vary with geography and
connecting the experience from a mobile app to an inbe identified primarily by the development of legal
branch experience
regimes surrounding data governance
Using automation and artificial intelligence to boost the
efficiency and customer experience
Enabling all digital transactions and services to increase
convenience and reduce service costs
9

Digital Banking model and Digital Banking Center
Digital Banking model- “digitize what” ●
●
●
●
●
●

Digital Banking Center - “how to
do it”

Describe the bank’s overall digitalization approach, objectives and
strategic content
Establish methods and areas to digitize across the bank
Develop long-term and short-term digital strategies and KPI
Describe future operational architecture and model
Clearly demonstrate digital competencies in the organization
Digital management across the bank

Support for
Implement
ation
●
●

●
●

Summarize the digital implementation capacity
Provide the necessary coordination process for the digital
deployment between Digital Banking Center and other units
across the bank such as retail, wholesale, operation, IT and risk
management
Collaborate across units, apply Agile working method and
accelerate changes across the bank
Need to adjust in accordance with the selected model
10

Input factors to select a Digital banking model

Global research
“What can we learn from
the world”

Domestic
research
“What is happening in
Vietnam?”

Status
assessment
“Where is Vietcombank ‘s
starting point?”

Input factors to make selection
•
Digital banks are divided into 5 typical categories but there are only 2
categories applicable to Vietcombank: independent digital bank and
Omnichannel digital bank
•
Many banks in the world choose to implement the both strategies
•
The most successful cases have reached Digital Banking 2.0, some new digital
banks have even reached Digital Banking 3.0

Input factors to make selection
•
Most banks in Vietnam are still at Digital Banking 1.0
•
When to bring digital banking to the market is very important when banks and
fintechs are investing heavily in the domestic market
•
There is a group of young and growing customers who are demanding digital
banking services
•
In Vietnam, most deployments belong to two typic classification groups: Digital
Deposit Mobilization and Omnichannel digital bank

Input factors to make selection
•
With the current status, VCB can provide Digital Banking 1.0 services
•
The bank is implementing a large program to address gaps in technology and
business strategies
•
The operational model of digital banking and digital culture are the two biggest
obstacles
•
The capabilities to improve experience and digitize channels are not available
within the bank but are outsourced

●

●

●

Options of
Digital
Banking
Model
●

●

Time to market is
the key factor for
all options
Due to market
conditions, VCB
needs to have
sustainable
business results
Global and local
experiences
suggest that a
unique
classification of
Leading Units is
not feasible
Cultural
transformation is
the biggest
concern of VCB
Either option
needs to be
coordinated with
existing VCB
initiatives
11

Proposed models
Option

Description

OPTION 1 – NEW
DIGITAL BANK

Toward the establishment of a new digital bank which is separate and focuses on a specific
target market share with specific customer value positioning through the establishment of
a separate (digital) bank. This bank will have a separate operating model and architecture
and is affected the least by current capabilities. Usually the bank is launched with limited
products and services (e.g. basic retail services, deposit focus, payment or loan) and is
developed based on this platform.

OPTION 2 – BANK
DIGITALIZATION

Is built on a omni channel strategy platform and supports consistent customer experience
across channels. The omni channel digital bank will support interaction on many points of
customer interaction, information record, customer insights, personalized and optimal
interaction. This model also focuses on direct customers to “digital first” operational
model, minimizes physical interaction to the point of value creation or mandatory by
regulatory bodies based on straight-through processing

OPTION 3 – THE TOTAL
OPTION

The integrated approach of options (1) and (2) through the establishment of a new digital
bank applies to a specific market share and customer value positioning right at the time of
establishment. This option converts the current capacity of the bank to support the
omnichannel digital model. Both of these initiatives work in tandem, ensuring the
optimization of business value and time to market. The shared operational capabilities
include core banking system, reporting architecture, ect., while the customer engagement
departments of the two initiatives are very different.

Examples
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The selected Digital Banking model focuses on strategic transformation drivers

ORGANIZATIONAL
STRUCTURE

INVESTMENT
RESOURCE

PARTNER
RELATIONSHIP

TECHNOLOGY
IMPROVEMENT

CULTURAL
CHANGE

HELP TO IMPLEMENT SUCCESSFULLY
VCB’S BASIC TRANSFORMATION DRIVERS
Diversifying banking
products and services

Better service quality

Expanding sales and
distribution scales

Business activities with
high efficiency and low
cots

More stringent risk
management

VCB’S OTHER TRANSFORMATION
DRIVERS

Being the market leader

Improved customer
experience

Becoming a 3.0 digital bank in a
short time

HELP TO IMPLEMENT SUCCESSFULLY

CUSTOMER
ORIENTATION

Choose to digitize
the bank
Support
additional
products/services
for the selected
customer segment
13

Proposed model selection

Select to digitize the
bank

Support
Supplementary products/
services

This approach focuses on improving the bank’s existing capabilities to form the basis of a consolidated omnichannel digital model. This model was
developed according to a multi-channel strategy, while allowing customers to have a consistent experience across all distribution channels. This
model also helps the bank engage customers more closely at all interaction points, thereby capturing their intents, recognizing their expectations,
customizing and optimizing the effectiveness of interactive sessions. Through technological changes, the back office’s infrastructure and operations
are digitized to best support the transition roadmap of the front-end team. In other words, selecting the 2.0 digital banking model focuses on
switching existing banks to improving user experience and business efficiency.

This is a supplementary component for the digitalization of the existing bank by adding new digital products/services to meet customer needs in
segments where traditional banking products and services have not met. Products/ services can be built, distributed and integrated between the
current and future IT architectures. Through new and wide spread digital products and services, VCB can expand its digital brand and increase brand
recognition in the Vietnamese market while continuing to develop and cooperate with partners to offer differentiated products and services to the
market.

MEASURES NEED TO BE IMPLEMENTED TO BUILD
VCB’S DIGITAL BANKING MODEL

CULTURAL
CHANGE

ORGANIZATIONAL
STRUCTURE

INVESTMENT
RESOURCE

PARTNER
RELATIONSHIP

TECHNOLOGY
IMPROVEMENT

CUSTOMER
ORIENTATION
14

Supplementary products/services

SUPPLEMENTARY PRODUCTS/SERVICES

A product built by the Vietnamese
community, the needs can not be met by
traditional banking products/services for
specific segments

Making necessary cultural changes by
mobilizing staff from VCB to design and
identify a Minimum Viable Product (MVP)

Taking advantage of new, innovative and
differentiated digital products/services that
can spread rapidly to increase VCB’s digital
brand identity in the market
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Model of Digital Banking Center
Coordination Center

Center of Excellence (COE)

Focused Competency Center

Structure

▪

Roles of Digital
Banking Center

▪

Giving instructions and managing through
optional interactions
Defining planning processes

▪

▪
▪

▪
▪

Roles of units
▪

Developing digitalization strategy and roadmap
on their own
Being responsible for the implementation (design
and implementation) to perform functions
independently (e.g, self-coordinating with IT or
mini-factory implementation)
Relying on the whole bank’ s resources to get
support in IT, human resource, etc.

▪

▪

Developing strategies, target norms and
standards related to digital transformation
across the bank
Deploying special digital capabilities to units
and departments per their request
Focusing mainly on innovation

▪

Developing the bank’s own digitalization
roadmap within the whole bank’s strategic
framework according to the schedule and goals
set by COE
Self-implementing the digitalization roadmap,
taking advantage of some special
competencies from COE according to the
standards, practices and methods set by COE

▪

▪

▪
▪
▪

Developing digitalization strategy and priority
orders across the bank
Building and managing digital solutions for
business units centrally as a “digital factory”

Following the whole digitalization strategy and
roadmap across the bank
Building and managing service operation for new
products and services
Managing cost and strategic position
Taking control of the implementation of
digitalization initiatives based on special
resources from the competency center

Banks that are in
implementation
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Options for Digital Banking Center correspond to
the options for Digital Banking Transformation model
Options

Digital Banking Center options

OPTION 1 – NEW
DIGITAL BANK

The establishment of a new, separate Digital Bank will require a more general
operating model with a smaller scale to meet the requirements of product
launching time, to build a new technology platform and a new working
method in a digital environment and to minimize the impact from the current
capabilities and operations.

OPTION 2 – BANK
DIGITALIZATION

This is a multi-channel approach, providing a seamless and consistent
customer experience with a focus on technology transformation and
operations. Digital Banking Center contributes to support across the bank
to grasp and adapt to the new digital culture, digital capacity and working
methods.

OPTION 3 – THE
TOTAL OPTION

Incorporating the establishment of a new digital bank and digitalization of
existing operations of the bank is an integrated approach that provides
optimal results, e.g. it is possible to apply centralized multi-unit
management to the new digital bank, with flexible operational support
and non-distributed localization. While one of the three options of Digital
Banking Centre can be applied to digitize the current bank, depending on
VCB’s goals and orientations at each time.

Centralized across BUs
(Digital Factory)

Center of Excellence (CoE)

Centralized across BUs
(Digital Factory)

Within individual BUs

Center of Excellence (CoE)

Centralized across BUs
(Digital Factory)
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Digital Banking Center
1

Digital transformation strategy and roadmap
2

Participation in the implementation of digital transformation initiatives
3

Innovation
4

Digital transformation capacity building
5

Participation in the promotion of digital transformation culture
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Policies are an important element in the process of
digital banking transformation
1

eKYC / AML
2

Cloud / Technology
3

Sandbox
4

License
5

Fintech
6

Security
19

Policies(1)
1

eKYC / AML

Policies/ policy framework for banks to set out the relevant implementation process throughout the
process from the first time to a customer’s transaction with the bank;
Policies and procedures for identifying customers need to be flexible and support the fastest in providing
services to customers, ensuring security and money laundering prevention;

The process and policies include internal procedures (based on the regulations of the governing body) to
identify and report suspicious transactions of the Bank;
The control and compliance functions are in accordance with international practices and standards;

20

Policies (2)
2

Cloud / Technology
Having an appropriate Data Classification policy to help implementing units to apply new trends;

Offering openness in selecting and evaluating the ability to save data on the cloud based on Personal
Data/ Customer Data Classification;
Issuing appropriate policy frameworks for Banks to implement internal policies and procedures related to
data storage, processing and transmission;
The storage of data or a part of data on the cloud also requires corresponding processes and regulations
for data management and processing;
The promulgation of an appropriate policy framework (corresponding to cloud types) will help enterprises
to implement and apply cloud computing technologies.
21

Policies (3)
3

Sandbox

Policies and processes related to testing new technologies under the regulation and supervision of state
regulatory agencies;
Policies to ensure the suitability for both Banks and Fintechs: an environment to perfect banking and
financial solutions and ensure legality, in line with market needs and customer needs;
Issuing and setting standards for sandbox types in compliance with the Laws of Vietnam and the financial
banking industry in Vietnam;
Sandbox also helps to create a framework for supervision and regulation to avoid unfair competition or
law violations;
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Policies (4)
4

License
The issuance of licenses creates a policy mechanism and motivation for the establishment of a new
digital bank;
It is necessary to have a license classification list and appropriate licensing procedures to help units
make choices in each phase;
Should be suitable to motivate and encourage modern digital banking models (no-branch /no-face2facecontact bank) based on relevant security standards and policies (eKYC, AML, security);

Open processes and policies to encourage banks and non-banks;

Issuing and providing standards and evaluation principles for units to take as reference and plan their
implementation.
23

Policies (5)
5

Fintech

There should be regulation documents for Fintech companies operating in this field to avoid conflicts of
interest between parties;
Policies and regulations to ensure the promotion of mutually beneficial cooperation between banks and
Fintechs;
Providing mechanisms for Fintechs to cooperate with Banks which state the necessary operating
licenses and extents;
There should be policies to encourage and promote the innovation and creativity of Fintech companies;
policies and regulations related to Sandbox should be appropriately adopted.
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Chính sách (6)
6

Security
New technologies and rapid changes in technology require a suitable security policy;

Policies and guidelines on security including database and information security, security in eKYC, cloud
application;
Take advantage of security standards and requirements, for instance ISO/IEC 27001:2013, ISO/IEC
27017, ISO/IEC 27018 (used for requirements in cloud for both service providers and users)
Suitable policies where there is Fintech’s involvement and/or a collaboration between Fintech and banks;

Risk management when introducing products into the market;
25

Policies are an important element in the process of
digital banking transformation

Prompt and appropriate policies are designed to help:
-

Banks and financial institutions accelerate the digitalization and digital transformation
process;

-

Banks, financial institutions and Fintech companies in the orientation of selecting
models of digital banking, digitalization and digital transformation;

-

Reduce risks and provide products and services to customers quickly and under
customer-oriented and customer-focused manner.
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Thank you very much!
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