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I 
lose count as to whether we are in the 
fourth or fifth industrial revolution. 
Whichever, the pace of change continues 
to increase, and with it the challenge of 

long-term planning. Three to five years seems 
like an age but it isn’t. When my son left 
primary school, his headmaster said one of 
the most profound things that I have heard 

for a long time – that the school 
had been trying to prepare 
our young children for a world 
that the teachers could not 
conceive of. Exactly what we 

are faced with in trying to build 
inter-generational businesses today.

So what do we do?
Perhaps it is time to revisit the corporate 
vision – as a serious attempt to express what 
we want our organisations, individually and 
collectively, to look like many years ahead. 
What constant golden threads should run 
through everything we do, no matter what 
the technological advances, societal changes, 
or the nature of the homes we live in?

The BSA started to tackle this in 2014 with 
two questions: “what do we want the UK’s 
financial services sector to look like in twenty 
years’ time?” and “what are the things we 
need to do now to have the best chance of 
achieving that version of the future?”

The lengthy timeframe caused much debate 
at the time, and, to be honest there was not 
much science to it. A twenty-year horizon 
sought to go beyond one or two Parliaments, 
whilst not going so far into the future that 
the timescale ceased to have any meaning.

What has happened as a result 
has been really interesting…
In developing the BSA’s forward looking 
themes we have started thinking much longer 
term. Our work on lending to older borrowers, 

for example, aims to address one of the 
biggest societal issues the UK is likely to face 
in the second half of the 21st century – with 
inadequate pensions, a state struggling to 
support its ageing population, rising house 
prices and changing older borrower needs 
and demands all coming to a head.

What about individual building 
societies and credit unions? 
Two things immediately come to mind as 
‘constants’ that characterise our businesses 
over the very long term – our values as 
member-owned organisations founded from 
a strong social purpose; and our emphasis on 
personal service.

Key to our future success is how we redefine 
these in an age of technological revolution. 
How do we make the digital experience 
distinctively member-focused? How do 
we create that sense of membership and 
belonging in an intermediated and dis-
intermediated world? How do we express 
our social purpose in the modern age? How 
integrated is that purpose with our core 
business? As Dick Jenkins, our Chairman says, 
how do we continue to “provide a safe home 
for your savings and savings for your home?”

Thinking about the long term future is time 
well spent. Whether based on a statement 
or a question, I have found having an active 
approach to creating the future we want helps 
our daily business decision making. It helps 
with the judgements about what we should be 
taking on and doing, and what we should be 
side-stepping or ending. 

Next steps:

Follow Robin on Twitter  @bsaceo 

Alternatively, arrange to speak to him 
directly by calling the BSA press office on: 
020 7520 5927

Long termism in an 
accelerating world
At a recent NEDs dinner, I asked what timeframe they thought long term planning 
should encompass. Immediate responses were about the typical three-to-five-year 
business planning horizon, which led to a broader discussion of how to reconcile 
the cycle of business planning with running a successful inter-generational 
business. After all, societies are proud of their histories and boards often talk of 
their societies looking after their members in another 50, 100 or 150 years’ time.

NEWS?

Hello and welcome to
the Spring edition of

“ What constant golden 
threads should run through 
everything we do, no matter 
what the technological advances, 
societal changes, or the nature 
of the homes we live in?”

I
n a time when something as trivial as 
an envelope mix-up can plunge one of 
the most meticulously-planned award 
ceremonies into a viral tailspin, now is 

not the time to overlook the finer details: 
Planning with precision – to execute strategy 
and also for the unexpected – is important. 
BSA Chief Executive Robin Fieth discusses long 
term planning in these disconcerting times. 
Nationwide Building Society is delving into 
its past to describe its present and future. We 
catch up with Chief Executive Joe Garner on 
P6, who explains a little about the connection 
with their new strategy. We will hear much 
more about this on 4 May when Joe speaks 
at the BSA Conference.  

And in a time of political unrest, ‘fake news’ 
and buzzwords aplenty – how do we know who 
to trust and what is real? Which advancements 
should we learn about and adopt, and which 
will be tomorrow’s proverbial cassette tape?

Financial technology (or its abbreviation 
‘Fintech’) has been with us for a while but its 
prominence in our sector is set to accelerate. 
We explore the meaning, purpose and use of 
Fintech both in the building society sector and 
beyond. We’ve brought in experts from around 
the world to outline their thinking. Expect 
innovation from Deloitte and EY, insight from 
FICO, an international perspective from leading 
Australian Fintech blogger Jessica Ellerm and 
more. It all begins on P7.

Elsewhere, following the BSA’s 2016 report 
into modern methods of construction we 
weigh in on February’s Housing White Paper. 
It aims to ‘fix our broken housing market’ 
but is it enough? Find out on P5.

Over at Loughborough University, the BSA’s 
MSc Leadership and Management programme 
is about to start recruiting its third group of 
students. The founding group is preparing 
to apply the skills they have learned on the 
programme to their third and final year 
dissertations, delivered through business-
relevant projects at their societies. More 
of that on P4.

And finally for some absolutely fantastic, 
definitely NOT fake news: SavingsChampion.
co.uk research has revealed that customers 
can expect to find better long term value 
in savings accounts with building societies. 
We knew it!

See you in the June edition.

AMY HARLAND 
Society Matters Editor

By ROBIN FIETH, 
BSA Chief Executive
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education housing

By PAUL BROADHEAD, 
Head of Mortgage 
Policy, BSA

Is the Housing White Paper to ‘fix 
our broken housing market’ enough?

Real skills for ‘real life’ roles:  
Societies reap the rewards of the BSA Masters programme

The Government’s long awaited, and much anticipated Housing White Paper was 
finally published in early February. Expectations were high and it is fair to say 
that it hasn’t been universally applauded with many being largely underwhelmed. 

This three-year programme developed by the BSA in partnership 
with Loughborough University School of Business and Economics 
is clearly working. It is inspiring confidence and growing the 
knowledge base and leadership skills of all 46 students across the 
two year groups. The application window will soon open for the 
third student intake, which is open to all BSA members. T

he political will to 
provide solutions to 
the housing crisis is 
certainly there, although 

the Government will be judged 
on the action that follows. It 
is noteworthy that the paper 
focuses on a range of tenures, to 
that extent it is radical as it marks 
a move away from solely boosting 
home ownership as the way to 
solve the housing crisis.

Certainly the Starter Homes 
scheme, which aimed to build 
200,000 homes for first-time 
buyers under the age of 40, has 
been hugely cut down in size. It 
no longer warrants its own target 
and instead now forms part of the 
225,000 affordable homes that 
the Government has committed 
to provide by the end of the 
current Parliament. Rather than 
eligible sites having to ensure 
20% of homes are Starter Homes, 
they will instead have to deliver 
a minimum of 10% “affordable 
home ownership units”.  

There has also been a significant 
change to one of the most 
contentious issues – the period 
of time the 20% discount period 
lasts before buyers can sell up 
at full market value. Originally 

the government envisaged the 
discount only lasting 5 years. 
We were against that as it would 
effectively mean these lucky 
buyers would get a state backed 
discount which they could then 
pocket after 5 years. With the 
scheme available on properties 
up to the value of £450,000 in 
London and to cash buyers too, 
there was a real concern that the 
scheme could be open to abuse 
from investors looking to make 
a profit. 

The discount period has now been 
extended to 15 years and there 
is a requirement that a mortgage 
be present. Finally, Starter Homes 
are now one of six categories of 
affordable housing. 

These changes have generally 
been welcomed by the wider 
industry as it makes the scheme 

look more like traditional 
affordable housing. However, 
since there is no longer a target 
of 200,000 starter homes, the 
question now is how many 
additional homes will be built 
under this scheme?

With affordability a challenge for 
households irrespective of tenure, 
it is good to see that home 
ownership is no longer the only 
focus, the Government is also 
looking to boost more affordable 
forms of renting, which seems 
like a sensible approach. 

However, for the BSA one of the 
most encouraging points about 
the Housing White Paper has 
been the Government’s focus 
on encouraging new methods 
of building. 

The Government has taken 
note of the BSA’s Modern 
Methods of Construction 
report, and the specific 
recommendation that 
they take an active role in 
boosting collaboration across 
the industry. It has pledged 
to support the industry to 
ensure that mortgages are 
readily available across a range 
of construction methods. 

With courses opening up to 
support modern methods of 
construction (MMC) and the 
National House Building Council 
(NHBC) setting up an MMC 
Hub to provide a shared source 
of information, there is growing 
momentum in this sector.  

Over the last 30 years, issues such 
as the availability of land, planning 
permission, the business models of 
the major house builders, labour, 
materials and the reduction in 
public housing, have all eaten into 
our country’s capacity to provide 
sufficient housing.  

So the steps outlined by the 
Government in its Housing 
White Paper are welcome. But it 
must now be followed up with 
clear action. 

It isn’t easy but action is vital, 
as Housing Minister Gavin 
Barwell MP said to me recently 
“If there was a simple solution 
to the housing crisis one of my 
predecessors would have found it!”

Next steps: 

You can follow Paul on Twitter  
 @PBMortgageMan

I
t is hard to believe, but the first student 
group who joined this MSc programme 
in October 2015 will very soon complete 
their second year, and their eight taught 

modules. The next step for each individual is 
to choose and start their final year research 
project. These dissertations will use all that’s 
been learned and focus on creating value for 
their societies.

Claire Davey, Director of Direct Distribution 
at Skipton Building Society comments: “My 
colleagues at work have noticed a difference - 
in a positive way! It’s linked to me approaching 
things differently. To cap it all, I am basing my 
dissertation on what will add the most value 
as a piece of research to our Society.”

But the value to societies isn’t just coming 
from the dissertations, it starts much earlier 
and is generating opportunities for students 
and societies alike. 

Natalie Juryta, Business Transformation Lead 
at Yorkshire Building Society reveals that she 
has “been given the opportunity to take a 
temporary development role with our Chief 
Operating Officer which is enabling me to 
further expand my understanding of how our 
business works.”

The second year group, which started in 
October 2016 is now well underway too, 
and looking forward to modules covering 
Marketing Management in April and 
Operations Management in June.

John ‘JT’ Towers, Senior Product Manager at 
Nationwide Building Society says that the 
programme has given him “the opportunity 
to build on my self-awareness and challenge 
myself to step out of my comfort zone.”

On June 21st this group will celebrate the 
end of their first year. On the same day, 
potential students or societies interested 
in joining the third student group are 
invited to Loughborough University for an 
Open Day. A chance to meet and speak 
to current students and lecturers and see 
the campus. 

And the programme 
isn’t standing still 
Comments from participating students, input 
from the sector Advisory Board and what is 
going on in the outside world are moving the 
programme forward. 

• The content is evolving with more on topics 
like operational resilience, risk and governance.

• The programme will also be accredited 
to deliver a Level 7 qualification with the 
Chartered Management Institute(CMI); the 
only professional body in the UK dedicated 
to management and leadership. Students 
will benefit from membership of the CMI 
and access to their resources throughout 
their MSc studies and beyond. 

• And we are opening the programme up to 
a limited number of students from overseas 
retail financial mutuals. This will add to the 
richness of experience and extend student 
networks too. 

“ With affordability 
being a challenge 
for households 
irrespective of tenure 
it is good to see that 
home ownership is no 
longer the only focus”

“ But the value to societies isn’t just 
coming from the dissertations, 
it starts much earlier and is 
generating opportunities for 
students and societies alike.”

Key information for the 
third student intake

• You can register your societies interest 
by emailing Michelle Aitken-Fischer 
M.Aitken-Fischer@lboro.ac.uk or 
Hilary.McVitty@bsa.org.uk

•  The formal application window opens 
on 8 May and closes on 14 July 2017.

• The cost of the programme is £12,295 
(no VAT) and is spread over three years. 

• The full course brochure will shortly be 
on the BSA website in the Members area.    

By HILARY MCVITTY, 
Head of External 
Affairs, BSA 

And finally ….
Hear more from the current students at the BSA 
conference on 4 May in their session ‘Innovation 
as a competitive advantage in building societies’. 
More information at bsaconference.org

Next steps: 

For more information or a copy of the 
prospectus, please contact  
Hilary.McVitty@bsa.org.uk
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S
ince joining Nationwide Building 
Society as Chief Executive in early 
2016, I’ve been up and down the 
country meeting colleagues and our 

members face to face. I have seen first-hand 
the care and compassion for our people and 
members alike. This has been a tremendous 
experience, one that has helped me 
understand Nationwide’s values and heritage, 
and one that has informed our strategy.  

Last year, we refreshed our statement of 
purpose, namely ‘building society, nationwide’. 
It pulls together our past, our present, and 
our future. It is our collective mission behind 
which we are all uniting. It is a re-invigoration 
of our history, our difference, and a very 
distinctive statement of what we do, and why. 
Importantly, it is true. And I hope it’s a positive 
development for the mutual movement and 
Nationwide is once again very visibly waving 
the building society flag.

We, along with our fellow BSA members, 
were formed out of a social need. For more 
than one hundred years Nationwide has been 
driven by the principles of mutuality, care and 
security. At their best, building societies make 
a difference to our members’ and colleagues’ 
lives, driven by a desire to do the right thing, 
in the right way, and to help improve the 
living conditions of what our founders called 
the “industrious classes”. 

So, we have an extraordinary past and we 
want an extraordinary future. To achieve our 
aims, we must be able to adapt to members’ 
changing needs. Whilst retaining the essence 
of our heritage and our humanity.

Building a thriving membership and making 
membership meaningful to people is, for us, 
a key part of our future. We’ll achieve this 
by building on our mutual difference and 
delivering legendary service. 

Consumer expectations are growing every day, 
driven by the internet which has redefined what 
customer service feels like. I believe we need to 
deliver a seamless experience so that we serve 
members on their terms, not ours. Nationwide’s 
ambition is for our members to experience our 
service as heartfelt, easy, lifelong and personal. 
Our goal is digital convenience with a human 
touch, a service enabled by technology, and 
made meaningful by people.

How many of our customers understand that 
they are our members? How many appreciate 

the say they have in our organisation? And 
how many connect this with the difference in 
service and value we aim to deliver every day? 
I believe that we all can tell our story even 
better, and, importantly ensure that the reality 
lives up to that promise.

Like our BSA peers, Nationwide has a rich 
history of bringing together ordinary people 
to achieve things that they couldn’t achieve 
alone. Our purpose remains as relevant today 
as it was when we were founded in 1846 by 
Charles Cooper as the Southern Co-operative 
– we are ‘building society, nationwide’. 

Next steps

For the latest developments at Nationwide, 
head to www.nationwide.co.uk 

Building society, Nationwide. An introduction to 
the Fintech special

interview

Nationwide Chief Executive, Joe Garner, discusses why the society 
is taking inspiration from its roots to determine and plan its future.

Fintech is a force for change in financial services, despite the techie jargon…

“ How many of our customers 
understand that they are 
our members? How many 
appreciate the say they 
have in our organisation?”

“ Fintech has quickly become a key part of global 
financial services and that’s why we wanted to find 
out what it means to different organisations.”

fintech

Nationwide in numbers 

Employees: 18,000

Members: 14 million  
(rounded down)

Branches: around 700

Assets: £224.9bn 

2nd biggest mortgage lender

2nd biggest home for savings

W
ithin a few years 
Fintech has fast 
become the 
‘catch-all term’ 

to describe any new technology 
or organisation with the 
potential to disrupt traditional 
financial services. It encompasses 
everything from contactless 
payments and start-up banks 
to, artificial intelligence and 
new systems and processes 
like blockchains, the underlying 
technology that powers the 
virtual currency Bitcoin. 

There are even sub genres of 
Fintech like regulation technology 
(aka RegTech) to help firms deal 
with the torrent of red tape 
that continues to submerge the 
financial services sector. The 
insurance industry already has 
its own Fintech label InsTech too. 

The techie nature of the 
language can be difficult, as has 
been neatly illustrated in Scott 
Adam’s business cartoon strip 
Dilbert. The main character’s 
boss suggests the firm builds 
a blockchain. Dilbert wonders 
whether the boss actually 
understands blockchains or 
has just read something about 
them, so he asks his boss what 
colour he wants the blockchain. 

Providing a master class in 
bluffing, the boss responds “I 
think mauve has the most RAM”.

But Fintech has quickly become 
a key part of global financial 
services and that’s why we 
wanted to find out what it means 
to different organisations, hence 
the BSA’s focus on Fintech in this 
issue of Society Matters. 

In the following pages building 
societies talk about how they are 
using technology to change the way 
they do business and technology 
firms like FICO about some of the 
ideas they are developing to change 
how firms do business. 

Security is also another area where 
firms are using Fintech. Cyber-crime 
continues to be a major issue, to 
the extent that in the summer last 
year the National Crime Agency 
called on firms to go beyond 
minimum cyber security standards 
to help get a handle on the problem.

That’s off the back of estimates 
from the Official for National 
Statistics that in 2015 there 

were some 2.46 million cyber 
incidents and 2.11 million victims 
of cyber-crime, way over double 
the 700,000 incidents that were 
actually reported. 

Recent examples where firms are 
using technology to tackle this 
problem include the new start up 
bank Monzo, which has published 
a series of blog posts about how 
it is successfully using machine 
learning – computers that can 
do exactly that rather than 
being programmed – to pick out 
patterns and weed out fraudsters. 

Unsurprisingly distributed ledgers 
such as blockchains, where 
cryptography is a fundamental 
part of what makes them tick, are 
being used to increase security. 

For example, a Fintech called 
Everledger has already uploaded 
the characteristics of some 
280,000 diamonds into a 
blockchain to help insurance 
companies reduce claims frauds. 

Any change inherently carries 
its own risks, as the Governor of 

the Bank of England illustrated 
in a recent speech. With the 
history of financial innovation 
littered with examples of booms, 
unintended consequences and 
busts, the challenge for policy 
makers, he argued, was to 
ensure that Fintech developed 
in a way that “maximises the 
opportunities and minimises 
the risks for society”.

The Financial Conduct Authority’s 
Regulatory Sandbox, which is 
being copied around the world 
by other financial regulators, has 
been the response to try and de-
risk innovations from the Fintech 
sector. History will ultimate judge 
whether this can keep a lid on 
harmful innovation or gives birth 
to a Terminator style Skynet. 

But with regulations like Open 
Banking Standards and Payment 
Services Directive 2 bringing radical 
change to financial services and 
potentially opening up UK financial 
services to Fintechs, the pace of 
change only looks set to grow over 
the next couple of years. 

Next steps: 

For more information on Fintech 
in financial services, please email 
Robert.Thickett@bsa.org.uk

By ROB THICKETT, 
Mortgage Policy 
Adviser, BSA

£

£
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Adapting mortgage 
loan price optimisation 
to building societies

The forces driving 
innovation in 
financial services

The UK Fintech boom
In the past few years there has 
been an upsurge in the number 
of financial technology firms 
(“Fintechs”) in the UK, which tend 
to focus on individual segments 
of the banking value chain. 

As explored in Deloitte’s work 
with the World Economic Forum, 
Fintechs tend to concentrate 
on segments of the value chain 
with both high profitability and 
where the customer experience 
can be improved by technological 
innovations, as is already happening 
in retail banking payments. 

Fintechs threaten to intermediate 
banks by concentrating on 
specific niches, such as consumer 
and SME lending, cross-
border payments, payment 
acquiring, and distributed 
ledger technologies, of which 
blockchains are one example.

The rise of 
mobile banks
The same factors that led to the 
growth of the Fintech sector are 
now fostering the growth of a 
more holistic offering in the UK, 
in the form of mobile-only banks. 
The affordability and availability 
of technology, both for consumers 
in the form of smartphones and 
tablets, and for new entrants 
such as ‘as-a-service’ cloud 
technologies, are lowering the 
barriers to entry.

New banking entrants also enjoy 
regulatory and political support. 
The difficulty in obtaining a 
UK banking licence has long 
been cited as one of the key 
reasons behind the lack of new 
banks entering the market. A 
new banking licence process 
introduced in 2013, however, 
now allows prospective banking 
entrants to receive a provisional 
licence before fulfilling capital 
requirements or implementing 
much of the technology and 
operational capability. In 2016, 
the FCA and the PRA set up the 
new bank Start-up Unit to inform 
and support new entrants.

Such banks will, however, be 
held to the same regulatory 
requirements as incumbents and 
will, therefore, need to ensure 
they have sufficient experienced 
resource to ensure compliance.

How do these new 
entrants operate?
These banks do not have branch 
networks – they use mobile 
banking applications as the 
primary customer interface. They 
are not encumbered by legacy 
IT issues – they have either 
bought off-the-shelf systems and 
software or created their own 
technology stacks. 

They are prioritising customer 
experience and user interface, for 
example by allowing customers to 
customise their app and providing 
them with a more tailored, 
personalised service. They hope 
to reduce (or eliminate) some 
of the common “pain points” in 
banking by offering a faster, more 
convenient service.

Some of the new entrants are 
looking to go even further – rather 
than the sustaining innovation 
of eliminating pain points, they 
are hoping to disrupt banking 
by rethinking the traditional 
banking business model, focusing 
on harnessing customer data to 
offer new and improved customer 
propositions and to create new 
sources of revenue. 

Future of Fintech
Mobile banking innovators 
and Fintechs could be further 
boosted by open banking 
regulation in the UK. If they can 
overcome the challenge of low 

bank customer engagement, 
and thereby address one of the 
primary drivers of customer 
inertia, they could transform 
the banking operating model.

In any case, we believe that 
disruption in banking will not be 
a one-off event. Rising consumer 
expectations, regulatory pressure 
and advances in technology will 
lead to continual pressure to 
innovate. This will shape customer 
behaviours, business models and 
ultimately, the long-term structure 
of the financial services industry.

Next steps: 

Read Deloitte’s report; 
Marketplace lending – A 
temporary phenomenon? An 
analysis of the UK market:  
https://goo.gl/WOYX4G

One of the hottest analytic technologies in mortgage lending is price optimisation; applying 
advanced analytics to pricing strategies in order to determine the ideal price for every customer. 
The process maximises profitability, given factors such as take-up, affordability, etc.

T
hat’s great for banks, but what about 
building societies? If profit isn’t your 
only goal – if you exist to serve your 
members – does such optimisation 

have a place?

The answer is definitely yes. By using 
pricing optimisation, building societies too 
can develop strategic mortgage offers that 
target specific objectives – such as customer 
retention – without hurting the bottom line. 
This will also help to meet targets around 
Treating the Customer Fairly. Making an 
appropriate offer, to the right customer at the 
right time, typically results in 10-15% higher 
retention of existing customers.

When building societies use pricing optimisation, 
what needs to change is the goal you are 
working towards. Fortunately, that is precisely 
the kind of challenge that optimisation can meet.
 
It starts with the objective – what are you 
trying to optimise? The first thing we need to 
do is change the objective from profitability to 
retention. While retention targets can still seem 
cold, changing the objective is decisive: the bent 
of the optimisation framework to throw higher 
rates and fees at customers who are seemingly 
unresponsive is replaced by a natural drive 
to find the best offers for members in order 
to retain them. In other words, finding offers 
that make members happy becomes a natural 
outcome of a retention-oriented solution. 

We still care about demand models because 
we need to know what will happen to our 
portfolio if we choose one retention strategy 
vs another and we still care about profitability, 
in as much as we also need to ensure that 
our margins are not under pressure. But in a 
member-oriented world these considerations 
are secondary to the objective of keeping 
members happy and retaining them 
throughout the full term of their mortgages.

Secondly, the concept of price differentiation 
needs to be modified from one that uses 

more segmented pricing to target increased 
profitability, to one that targets the rewarding 
of members. Most building societies currently 
focus on LTV band only for pricing. Further 
differentiation is not a pre-requisite for driving 
value from optimisation. However, the practice 
of providing discounts to members with 
stronger relationships or longer tenure is seen 
only sporadically in the market. 

In a world where we want to reward and retain 
members, this ethos and the mathematics of 
relationship-based pricing push in the same 
direction: loyal, longer-tenured members are 
more likely to be retained when they roll off 
future mortgage deals, so surely it makes 
sense to incentivise them to stay in the future 
by rewarding them today?
 
Gradually, institutions that are oriented towards 
delivering good service to members are realising 
that analytics and optimisation can be used 
to better match mortgage offers to member 
needs; that optimisation can be applied in a 
way which is consistent with serving members 
and putting their interests first. 

By NEIL JENNINGS, 
Senior Consultant, FICO

“ By using pricing optimisation, 
building societies too can develop 
strategic mortgage offers that 
target specific objectives – such 
as customer retention – without 
hurting the bottom line.”

“ The affordability 
and availability of 
technology, both 
for consumers in the 
form of smartphones 
and tablets, and for 
new entrants such 
as ‘as-a-service’ 
cloud technologies, 
are lowering the 
barriers to entry.”

special

By NEIL TOMLINSON, 
Head of Banking, 
Deloitte UK

Next steps

Next steps: White papers and 
on-demand webinars from FICO 

are available at: https://
goo.gl/6EgjUq

MORTGAGE  
OPTIMISATION
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Melton Mowbray Building Society 

The Melton Mowbray Building Society’s end-to-end mortgage 
processing system is enabling brokers to register, obtain a 
Decision in Principle (DIP), submit an application, upload 
documents and track cases online – all in a single location.

Nicola Alvarez, Director of Sales and Marketing at the Melton said: “Our 
new online system has been built with feedback from brokers in mind and 
makes submitting business with us much easier.

“As part of our continued commitment to supporting the intermediary 
market, we have put a lot of time into developing a system that 
incorporates the specialist areas of lending that we offer, such as self-build 
and shared ownership mortgages.”

A
s wider society’s demand for instant convenience increases, 
the building society sector is responding by harnessing 
Fintech to benefit their members. Whether that’s by 
nurturing and educating young savers or speeding up the 

time-consuming mortgage process for home buyers. It’s all about 
empowering members and improving their experiences. Here 
are just a few ways in which building societies are using Fintech 
to transform their members’ experiences.

Technology is changing and enhancing every aspect of modern life – from 
how we shop, date and communicate, to visiting your GP – which can even 
be conducted via smartphone. With so much technological advancement, it 
seems inevitable that it would filter into the way we deal with our finances. 

How are building societies 
harnessing Fintech?

Ipswich Building Society

The Ipswich’s financial education app is teaching numeracy 
and money skills to primary school aged children.

‘My Puppy: Maths & Money’ is a free app which incorporates five interactive games, 
helping children to learn about saving and understand concepts such as earning 
interest. The app also teaches children to recognise coins, and understand how to 
budget – all delivered in a fun and engaging way.

Joanne Leek, Head of Marketing and Brand at the Ipswich commented: “The My 
Puppy: Maths & Money app was developed to complement the existing financial 
education work we do in schools, which we believe to be a vital life skill.”

 It has already been downloaded over a thousand times, with one user commenting that 
the app had “well thought-out learning objectives” and another noting: “It’s a good way 
to grab children’s attention and make financial learning a little more interesting”.

The Coventry Building Society 

Coventry Building Society members can now compare competitor savings accounts on the Coventry’s website – a first in UK retail banking

Richard Field, Head of Communications at the Coventry commented: “At the 
Coventry, we don’t get excited about technology for technology’s sake – we get 
excited when it means we can improve our service to members.

“Take our new website; members told us what they want to use it for, and that 
they want it to be simple. So we made it possible to compare competitor savings 
accounts directly on our website, to link to independent best buy tables and to 
see savings interest in pounds and pence – the first in UK retail banking to do 
these things. 

“While the technology that enabled us to deliver these changes doesn’t break 
the mould, the way in which we’ve used it does.”

Nottingham Building Society

A new electronic system for mortgage documents is knocking days off 
turnaround time at Nottingham Building Society.

The new process took less than six months to design and implement, and allows 
documents to be signed and shared electronically without the need to print, sign 
and return by post, as was traditionally the case. 

Known as Electronic Document Approval (EDA), the process has seen the quickest 
turnaround improve from three days to just over two minutes. EDA has been taken 
up by over 90% of The Nottingham’s customers, which has enabled the society to 
improve customer satisfaction whilst reducing costs.

Tina Hayton-Banks, Head of Customer Services at The Nottingham, said: “Our 
previous process was time consuming for our customers and labour intensive 
for our staff. The efficiency of the new system has helped us to achieve higher 
retention levels as well as improving our contact with customers.” 

Nationwide Building Society

Nationwide’s Innovation Lab is dedicated to researching, designing and 
developing new and creative ways to incorporate Fintech into their products 
and services to improve their member’s experience.

Matt Cox, Head of Innovation & Insight at Nationwide Building Society commented: 
“Within our Innovation Lab we continue to work closely with our members to test 
and develop new ideas. 

“This year, we’ll continue to explore cutting edge technology and insights into trends 
such as Open Banking, Authentication and Artificial Intelligence, as we respond to 
the evolving needs of our members.”

Nationwide is now processing billions of transactions each year with around 28 million 
mobile bank logins a month – a figure which has grown by 86% over the last year.

Finding

Finding the right mortgage for you
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“ Once, owning a home 
was considered a safe 
and sure bet for building 
long-term wealth for the 
middle class. However, 
with this asset now out 
of reach for many, some 
Fintech start-ups have 
spotted an opportunity.” 

special

Leading Australian Fintech blogger, Jessica Ellerm, explores the idea of 
partnerships between Fintech firms and financial service providers to 
help tackle the seemingly worldwide issue of housing affordability. 

Can Proptech and Fintech 
save ‘Generation Rent’?

Creating distinct propositions through 
customer-centricity and service design

By PETER NEUFELD, 
Partner, EMEIA Financial 
Services Lead, EY-Seren

W
e run significant quantitative 
and qualitative research, and 
what we learn when we talk 
to customers in the UK is that 

banks run the risk of becoming less relevant to 
the financial lives of their customer. Changing 
consumer behaviour and need, a rapid pace 
of digital transformation and adoption across 
segments, coupled with an evolving competitive 
digital landscape expanding to include Challenger 
Banks and Fintechs will require retail banks to 
become more customer-centric in how they 
design products and services. In my experience 
there are four things successful teams will need 
to do in order to harness customer insights to 
product and service innovation:

Focus on customer insight 
and co-creation
Bringing customers into the design process, 
through initial research, co-creation sessions, 
and concept testing, is critical in order to design 
experiences that meet their needs. In our 
experience, weekly engagement with customers 
in the design and development process can 
create exceptional results. The access to 
customer insights and validation throughout 
the design process allows teams to identify 
unmet needs sooner and 
build a richer model 
for customer 
behaviour across 
segments.

Measure behaviour 
change in customers
Analytics can provide insight into how 
consumers use digital channels to engage 
with products and services, but it must be tied 
to consumer behaviour through qualitative 
research to help guide and coordinate customer 
journey enhancements. For example, variations 
in the frequency and pattern of ‘check balance’ 
events on a mobile banking app may indicate 
additional financial need, but that need can 
only be identified by tying that quantitative 
pattern to insights derived from qualitative 
research. In many cases, changes in behaviour 
offer valuable insights into consumer need and 
help refine and mature end to end customer 
journeys to be more effective. 

Start small, pivot quickly 
and prepare for scale
Co-creation and behaviour measurement 
means we are constantly testing and 
validating  new concepts and experiences 
and will need to be able to rapidly assess 
success, make changes as required, and 
continually mature the experience as 
we drive to take new experiences to 
scale. This new way of working can be a 
challenge to adopt in traditional financial 
services environments and will require 
support from leadership, high performing, 
cross-functional Service Design teams 
and importantly new development 
environments that can support rapid 
prototyping and customer testing. 

Help people make better 
financial decisions 
Finally, start with a focus on helping people 
make better financial choices and decisions 
for themselves and the people that matter 
most in their lives. We believe that empathy 
is the cornerstone of any design process and 
moving beyond financial transactions with 
purpose to understand and design solutions 
that help customer navigate their complex 
financial lives will be a differentiator in this 
market. Under the right circumstances they 
will change their financial service provider 
for that. 

Next steps: 

Keep up with the latest developments at  
EY-Seren on their website www.ey-seren.com

T
hanks in part to low 
interest rates and 
globalisation, property 
markets in many urban 

centres across the world seem 
to be spiralling out of control. 
Sydney’s median house price has 
shot past the AU$1.12M mark 
(c£697,000), surpassing even that 
of New York, while across the 
Tasman Sea New Zealand’s largest 
city, Auckland, has seen median 
dwelling prices drift closer and 
closer towards NZ$1M (c£597,000) 
over the past few years. 

The market dynamics are similar 
in the UK, with research from the 
Resolution Foundation indicating 
that there is a significant ground 
shift occurring – from owning a 
home to renting one instead – 
amongst working-age households. 
In the year 2000 around 55% of 
households lived in an owned, 
mortgaged property, a figure 
that has since dropped to 41% 
in 2015. Over the same period, 
those occupying private rentals 
have climbed from 11% to 25%. 
The social ramifications of this 
shift are profound.

‘Generation Rent’, as they have 
come to be known, now find 
themselves stuck between a rock 
and a hard place, facing a potent 
mix of stagnant wage growth and 
skyrocketing house prices fuelled 
by low interest rates. Perversely, 
those that have scraped together 
a deposit face the risk of long-
term low inflation, potentially 
locking families into debt traps 
for years to come.

Once, owning a home was 
considered a safe and sure bet 
for building long-term wealth for 
the middle class. However, with 
this asset now out of reach for 
many, some Fintech start-ups 
have spotted an opportunity to 
service the appetite for property 
via a range of more accessible and 

affordable investment vehicles.
BRICKX in Sydney is one such 
Fintech/Proptech start-up. Via 
fractional property investment, 
the company allows investors 
to purchase units, or ‘Bricks’ of 
a dwelling. The investment also 
entitles investors to a fixed share 
of any rental income generated, 
ensuring a steady revenue 
stream. The upside of BRICKX is 
that investors can spread their 
risk across a basket of rental 
properties, plus cash in on capital 
gains at any time by selling their 
Bricks to another buyer.

For those lucky enough to have 
significant equity stashed away in 
a home today, Fintech start-ups 
like Point the US are providing 
homeowners with an alternative 
to the traditional banks when it 
comes to accessing stored wealth. 
Instead of heading to the bank 
to re-mortgage your property, 
Point buys into a fraction of 
your home, specifically allowing 
you to reinvest back into the 
property market. An Andreessen 
Horowitz backed start-up, 

Point only collects back on its 
investment (plus capital gains) 
when the original property is sold. 
Homeowners also have the option 
to buy out Point at any time.

While Generation Rent might 
not be able to access services like 
Point directly, parents, who are 
increasingly financing children 
into their first home, certainly 
could. The ‘Bank of Mum and Dad’ 
is a growing trend. Data from 
the Reserve Bank of Australia 
shows the proportion of first-
home buyers borrowing from 
their parents to finance their 
first property purchase has more 

than doubled since the 1970s. 
With many in the Baby Boomer 
generation under financial pressure 
themselves through tech driven 
workplace disruption, any financial 
solution like Point, that doesn’t 
impact monthly cash flow, is a win.

Building societies and small 
banks have a great opportunity 
to partner with Fintech start-
ups in the Proptech sector to 
propel such innovations forward, 
helping them scale and bring their 
solutions to the mass market. Such 
partnerships can have real social 
impact if executed correctly – 
there is even scope for government 
involvement. One thing is for 
sure, we need to creatively rethink 
how home ownership works and 
take this opportunity to address 
the real, long-term problems 
uncertainty and insecurity that 
housing can cause.

Next steps

You can follow Jessica’s Fintech 
focused blog here:  
www.jessicaellerm.com 

Catch up with EY at the Building Societies 
Annual Conference
As well as being a sponsor of this year’s BSA Conference, EY will also 
hold a number of ‘breakout sessions’ covering topics such as:

• Organisational Resilience

• Workforce of the future

• How digital will disrupt the mortgage world

For more information, or to register to attend the conference, please 
visit www.bsaconference.org

“ Empathy is the cornerstone of 
any design process and moving 
beyond financial transactions .” 

How can banks and building societies become more customer-
centric in the way they design products and services? We 
check in with EY-Seren; a leading customer experience 
consultancy to find out what more could be incorporated.

By JESSICA ELLERM, 
Fintech blogger and 
commentator
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R
ecent years have witnessed a growing 
interest on the part of researchers and 
policymakers about the implications 
of diversity in banking for the stability 

of the financial system and its resilience to 
crises. Consistent with insights from ecology, 
this line of thought suggests that diversity 
with respect to ownership types, business 
models and corporate objectives should 
encourage this resilience.

Does ownership 
diversity matter?
As Andrew Haldane, Chief Economist at the 
Bank of England, and Robert May, Professor 
of Zoology at the University of Oxford, 
effectively put it, “excessive homogeneity 
within a financial system – all the banks doing 
the same thing – can minimize risk for each 
individual bank, but maximize the probability 
of the entire system collapsing”. It follows 
that diversity in banking may have important 
effects on financial stability.

In our research at Cranfield, we have built on 
the work by Jonathan Michie, Professor of 
Innovation and Knowledge Exchange at the 
University of Oxford, and Christine Oughton, 
Professor of Management Economics at SOAS 
University of London. We have calculated 
indices of ownership diversity for the loan 
and deposit markets in 17 Western European 
countries ( the 15 economies that joined the 
EU before its 2004 enlargement, plus Norway 
and Switzerland). Our results point to some 
remarkable differences in the ownership 
composition of European banking systems.

Diversity in European banking
Whilst countries such as Austria, Germany and 
Spain are found to have relatively high levels 
of ownership diversity on both the loan and 
deposit sides of the market, much less diverse 
banking sectors exist in Greece, Belgium 
and Ireland. Outside the Eurozone, diversity 
in the UK loan market is almost half the 
corresponding value for Switzerland, with the 
country performing well below other major 
European economies.

Looking at the trend in the diversity index 
over the period from 1999 to 2013, Italy 
has enjoyed a considerable increase in 
ownership diversity in relation to both 

sides of its banks’ balance sheets. Conversely, 
there has been a gradual loss of diversity 
in the UK, as exemplified by the 13.30% 
decline in our index for the loan market 
in the run-up to the global financial crisis 
(relative to its 2004 peak).

Despite an upswing in the years following the 
onset of the crisis, ownership diversity in the 
UK appears to be still far from its mid-2000s 
levels. While the relative market shares of 
stakeholder-owned banks alongside those 
of their shareholder-owned counterparts 
have remained broadly stable in France and 
Germany, the ownership composition of the 
UK banking system has fluctuated markedly.

What are the implications 
for financial stability?
Taking our indices of ownership diversity as 
the point of departure, we explore the extent 
to which diversity in banking influences the 
transmission of monetary policy via the risk 
decisions of financial intermediaries (so called 
‘risk-taking channel’ of monetary transmission). 
In a nutshell, our empirical evidence indicates 
that ownership diversity moderates the impact 
of monetary policy on banks’ probability of 
default. In addition, we find that banks located 
in countries with greater diversity of ownership 
types tend to have a lower appetite for risk 
than those operating in less diverse markets.

These findings highlight the systemic benefits 
to be gained from a critical mass of firms 
whose purpose is to create value for a wider 
array of stakeholders than almost exclusively 
for shareholders. By virtue of their intrinsic 
differences in risk appetite and portfolio 
structure, the presence of stakeholder banks 
alongside shareholder banks emerges as a 
significant determinant of financial stability. 
This evidence adds to earlier findings on 
the contribution of diversity to a variety of 
other outcomes such as financial inclusion, 
competition and customer choice.

Reshaping the European 
banking landscape
In light of the positive link between ownership 
diversity and financial stability, encouraging a 
variety of ownership types in banking should be 
regarded as a major public policy objective. To 
be successful requires policymakers to review 
the current regulatory framework to give the 
stakeholder-banking model a more central 
role. This is particularly so in the UK, where the 

wave of consolidation and demutualisation of 
the last three decades has seriously impaired 
the diversity of ownership forms.

It is key that competition between different 
types of firms is promoted and that the 
market shares on the loan and deposit sides 
of banks’ balance sheets are distributed more 
evenly across ownership forms. It is particularly 
important for banking regulators to ensure that 
the specific features of mutual building societies 
and other types of stakeholder-oriented 
institutions are not compromised by regulatory 
constraints devised with shareholder-oriented 
banks in mind. One size does not fit all.

At the same time, the attainment of a 
more diverse banking sector demands the 
ability on the part of policymakers to assess, 
monitor and disclose the degree of ownership 
diversity in the banking system. To this end, 
quantitative measures used in the field of 
ecology – such as the ones illustrated in this 
article – may serve as valuable instruments.

Greater attention should be devoted to the 
benefits of a diverse banking industry for the 
stability and resilience of the financial system. 
To borrow the words of American biologist 
Edward Wilson on biodiversity, “We study and 
save it to our great benefit. We ignore and 
degrade it to our great peril”.

insight

A widely accepted view in ecology is that the degree of diversity of an ecosystem has 
a bearing on how it functions. Ecologists and conservation biologists generally agree 
that a community populated by individuals belonging to different species is more 
stable than a monoculture. What can the financial services sector learn from this?

Giorgio Caselli will be speaking 
at the BSA Research Symposium 
in London on 11 April. 
To support a broader consideration of 
organisational types, the BSA is hosting its 
first ever Research Symposium on Financial 
Mutuals. The event will bring together 
researchers interested in building societies 
and financial mutuals in order to stimulate 
ideas, discussion and future research.

Book your place at www.bsa.org.uk/events 

“ Outside the Eurozone, diversity 
in the UK loan market is almost 
half the corresponding value for 
Switzerland, with the country 
performing well below other 
major European economies.” 

By GIORGIO CASELLI, 
Doctoral Researcher, 
Cranfield School of 
Management

Ownership diversity in the deposit market

Ownership diversity in the loan market
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Dates for your diary
Knowledge sharing and educational events 
for building societies. Many of our events are 
also open to other financial service providers.

Next steps

View more information on these events, 
plus our full programme and booking 
details: www.bsa.org.uk/diary

Research Symposium 
on Financial Mutuals
11 April 2017, London

To support a broader consideration of 
organisational types, the BSA is hosting 
its first ever Research Symposium on Financial 
Mutuals. The event is intended to bring 
together researchers interested in building 
societies and financial mutuals in order to 
stimulate ideas, discussion and future research.

Mortgage underwriting
17 & 18 May, London

On completion of this programme delegates 
will be fully conversant with the full range 
of skills to underwrite mortgages effectively, 
while ensuring that customers’ needs are met. 

An introduction to 
treasury management
28 June 2017, London

The objective of this course is to introduce 
participants to treasury management. It 
provides an overview of treasury operations 
within financial services, more specifically 
within building societies and within the 
regulatory environment. 

Treasury risk management
29 June 2017, London

The objective of this course is to provide 
participants with an overview of the financial 
and balance sheet risks a building society faces 
as a consequence of being a mortgage lender 
and how these risks are managed by the 
treasury department.

BSA Annual Conference 2017
3 & 4 May 2017, London

Gain an understanding of the key issues facing our sector through our thought-leading 
keynotes, workshops, exhibition floor and social events. This year we will discuss the 
following and much more:

• Mortgage retention strategies – how to reward members while remaining profitable.

• The home owning journey of the future – how digital will disrupt the mortgage world.

• Organisational resilience – improve your ability to identify, respond and adapt to 
significant operational interruptions.

• The workforce of the future – are you taking an innovative approach to transform your 
workforce and attract, engage, develop and inspire talent?

• The challenges and opportunities that lie ahead in a post-referendum UK, for 
business, for our economy and for building societies in particular

• What it means to be a modern mutual

• Applying Continuous Improvement techniques in building societies

• Digital transformation – is it just the latest fad to make businesses invest in more 
technology?

• Lending into retirement – the results of BSA research looking at the trajectory for future 
mortgage borrowing into retirement over the next twenty years and what they mean for 
building societies looking to serve the UK’s ageing population and engage with the wider 
policy issues.

• Cyber security – how you deliver a powerful user experience whilst ensuring the highest 
levels of security

• Supporting local housing need – how can building societies help their communities by 
supporting and encouraging a range of approaches to housing supply?

For more information or to register your attendance, please visit: www.bsaconference.org
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