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A
s spring arrives, here at the BSA 
we are firmly in countdown mode 
to May: the General Election, 
the Building Societies Annual 

Conference and my third anniversary as Press 
and Publications Officer (pop it in your diary).

If you are planning on attending our Annual 
Conference in Harrogate on the 20 – 21 
May, make sure you take a look at our new 
dedicated website: www.bsaconference.org. 
Here you can find details on speakers, the 
programme, exhibitors and sponsors. You can 
also register and book a hotel.

Before May however, we have lots on our 
agenda to keep us busy. The launch of our 
Housing Manifesto – Housing at the Heart of 
Government, the spring party conferences, the 
Budget, and our Property Tracker and Member 
Engagement reports. As I am typing this, staff 
from the BSA and a number of building society 
Chief Executives are gearing up for a meeting 
with Ed Balls MP, the Shadow Chancellor, 
to discuss the PRA/FCA Strengthening 
Accountability regimes, the Basel proposals 
on standardised credit risk weightings, the 
Corporation Tax (Northern Ireland) Bill and 
the creation of a mutual SME bank.

I don’t know about you, but I find it pretty ridiculous 
that March has arrived with such speed. When I was 
a teenager I thought time whizzing past was just 
something that older people talked about over a cup 
of tea. …I am now one of those people. Be afraid.
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Remember: I am always on the lookout for 
Society Matters article ideas. If you have a story, 
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Enjoy!

VICTORIA BAMBER
Society Matters Editor
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I 
hope that, like me, you find those response 
both re-assuring and comforting. The 
traditional essence of mutuality in the 
form of member involvement is seen as 

vital today as it has been since the foundation 
of the movement in the 18th century.

But it also got me thinking. Does this stack 
up with the day to day experience of building 
society members? Does it square with the 
conventional wisdom that consumers are 
unable to distinguish between banks and 
building societies (who can name five societies 
without mentioning the Halifax)? How do we 
try to reconcile this view with the fact that 
very few members of building societies seem 
to realise that they are members, and even 
fewer actually seem to care?

And in an age of rapidly moving technology 
and market development, how on earth do 
you connect with members, who increasingly 
are online savers and come to you for 
mortgages through intermediaries?

Put alongside that, the varying views about 
the value of asking members or customers to 
contribute to innovative product development. 
Henry Ford famously said that if he had asked 
people what they wanted, they would have said 
“faster horses”. More recently Steve Jobs said 

“you can’t just ask customers what they want 
and then try to give that to them. By the time 
you get it built, they’ll want something new”.

Having said all that, my experience of being 
deeply involved in membership organisations 
for over a decade is that there is real and 
lasting benefit in putting your members 
right at the heart of the business. It is no 
surprise to me that our survey found that 
all participating societies put ultimate 
responsibility for member engagement at 
board level, with the chief executive holding 
that role in 57% of cases.

I can recall many occasions, often on cold 
and rainy evenings, heading out to a focus 
group, member forum or reception to find 
only a few of those invited have turned up 
– and yet come away at the end enthused 

by those members’ loyalty and commitment 
(often expressed in terms of criticism rather 
than praise). And over time recognising 
that often even the grumpiest will go home 
and speak positively to family and friends 
about the event and the organisation. Small 
steps still work in building loyalty. And 
we still hear many stories of parents and 
grandparents talking to the next generation 
about why they should start saving with a 
building society and why that is where they 
should go for their first mortgage.

In that lies my last question – can we 
demonstrate that member engagement 
is superior to customer engagement? Are 
loyalties truly stronger and what does that 
mean for our futures? Over three quarters 
of societies in the survey have increased 
resources committed to member engagement 
over the last two years. None have reduced 
them. That tells us quite a lot – and from 
where I sit, this is hugely encouraging.

Next steps

Robin can be found Tweeting  @bsaceo. 
You can also arrange to speak to him 
directly, by calling the BSA press office on 
020 7520 5927

In a recent BSA survey of building societies, nine out of ten societies said 
that member engagement is very important in fulfilling their responsibilities 
as customer-owned organisations. All those chief executives who responded 
thought that having members who were involved in their societies is very 
important for understanding markets and product development.

What value do members 
add to our businesses  
in the 21st century?

By ROBIN FIETH, BSA 
Chief Executive

“ In an age of rapidly moving 
technology and market 
development, how on earth do 
you connect with members, who 
increasingly are online savers 
and come to you for mortgages 
through intermediaries?”

SOCIETY matters
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interview

With a focus on encouraging 
financial education, promoting the 
role of mutuals and embracing 
the community, To Your Credit 
is an initiative that has much in 
common with the building society 
sector. In this Q&A Public Affairs 
Manager René Kinzett finds out 
more about the task group, plus 
hear Sir Hector Sants’ opinions on 
barriers to entry, regulation and 
diversity in financial services. 

René: What is the 
overall purpose of 
the task group?

Sir Hector Sants: The 
task group initially came 
out of the Archbishop of 
Canterbury’s comments 
on Wonga, however it was 
decided that an initiative 

should be set up with a wider remit to 
promote responsible credit and savings. 

The task group has not been set up to 
resolve the UK’s overall issues with regards 
to borrowing and saving. It has however the 
specific goal of identifying areas where the 
Church and the wider community can make 
a difference and create a fairer financial 
system, with a particular focus on serving local 
communities.

René: What would your Task Group like the 
future financial services sector to look like? 
What is your aim in this respect?

Sir Hector Sants: What we are looking for 
is a fairer financial system that has a firm 
set of values, with a particular focus on local 
communities with a mission to help them 
develop and flourish.

René: What do you see as the role of the task 
group in relation to groups like the Money 
Advice Service and the Money Advice Trust? 
How do you add value?

Sir Hector Sants: There has already been a 
lot of work done in this area, so our focus 
is on making sure that the Church can add 
value. We are looking to find existing models 
that work, but which would benefit from the 
support of the Church. 

We have identified three particular areas 
where we think we could help. Firstly in 
relation to education. Alongside Young 
Enterprise and ABCUL, we have launched our 
LifeSavers initiative, which aims to create a 
national financial education programme for 
primary schools. It is very much a practical 
based initiative and we were delighted that at 
the end of last year, HM Treasury announced 
funding for the pilot. The programme will 
initially run in Bradford, Nottingham and the 
South East of London. 

The second is the concept of the churches 
themselves providing significant support to 
community finance in their local areas. This 
is being done through an initiative which we 
call Church Credit Champions Network. The 
vision is to unlock the resources of churches in 
support of developing local finance providers. 
That initiative is now piloting in London 
and Liverpool, where we have trained over 
70 people to be Credit Champions. There 
have been many inspiring stories already – 
particularly in Hackney, Islington and Peckham.
 
The third is still in the research phase. However 
we are looking at whether application of new 
technologies such as peer-to-peer can help 
start-up businesses. 

René: Do you feel that this is something the 
Church should be so actively and vocally 
involved in? 

Sir Hector Sants: The Church has always 
been active in a variety of areas to do with 
social action and involvement. The Archbishop 
is keen to highlight the fact that financial 
distress is undoubtedly one of the major 
sources of social detriment in this country. 

There is no question that one of the key 
messages to all communities is a call to action 
to help alleviate financial detriment and 
help people to manage their money. We are 
seeking to elevate the link between financial 

Interview with Sir Hector Sants, Chair of the Archbishop 
of Canterbury’s task group – To Your Credit

“ There is no question that one 
of the key messages to all 
communities is a call to action 
to help alleviate financial 
detriment and help people to 
manage their money.” 
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capability and detriment to being one of the 
key missions of local churches. 

René: What about the role of mutuals in your 
work, and is there anything particularly about 
mutual that attracts the task group to them. 
What do you think they could bring to the table?

Sir Hector Sants: We are supportive of 
diversity in all senses. The message isn’t that 
conventional banks don’t have a role to play, 
but that community finance organisations 
and mutuals have unique characteristics. This 
means we would like to see them develop 
and become a bigger part of the financial 
system than they currently are. A feature of 
smaller community finance organisations is 
that they come with a sense of connectivity 
and a greater sense of understanding of what 
individual customers need. 

René: Do you feel that diversity in financial 
services is a key issue and that without it 
these initiatives to widen access are doomed 
to failure?

Sir Hector Sants: The whole of society would 
benefit from diversity in financial services. 
Furthermore competition is good for consumers. 
It is asking too much of very large conventional 
banks to provide services to every part of 
the community. We need to have a greater 
diversity of  types of organisations if we are to 
see everybody getting access to fairly priced 
financial services. 

René: You have significant experience on both 
sides of the fence: banking and regulation. 
Do you feel the current regulatory regime is 
conducive to diversity? Do you think more 
could be done to promote mutuals?

Sir Hector Sants: Regulation is in general 
supportive of mutuals, but there is more to 

be done to encourage and promote their 
growth. Understandably, following the 
financial crisis, there has been a great deal 
of focus particularly on the prudential side 
of regulation, but the reality is that if you 
want to promote the development of new 
mutuals and increase diversity, it needs to be 
reasonably easy for new organisations to start. 
More work could be done in that area. 

However, you can only lower the barriers to 
entry if you are confident that consumers do 
not suffer – historically the regulatory regimes 
didn’t ensure that. A huge amount of work 
has been done to place ourselves in a good 
position, so I think it would now be reasonable 
to look again at the balance. The system could 
be tilted to encourage the creation of new 
mutuals and start-ups.

Next steps

For more information about To Your Credit, visit 
www.toyourcredit.org.uk, or find and follow 
the initiative on Twitter  @ToYourCredit 

Interview with Sir Hector Sants, Chair of the Archbishop 
of Canterbury’s task group – To Your Credit

SOCIETY matters
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Winning the ‘race for relevance’ with current account customers
In July 2014, Accenture published the results of their fifth UK 
Financial Services Customer Survey, which once again focused 
on the changing behaviours and attitudes of more than 3,500 
bank and building society customers around the UK.

T
he relationship between banks and 
their customers continues to evolve. 
Direct banking has encouraged a 
generation of customers out of their 

branches and onto their laptops, and right 
now mobile and social media are re-writing 
the rules of engagement for financial firms, 
who are changing course rapidly to better 
meet the needs of their better-informed and 
increasingly self-directed customers. 

And, with competition intensifying – the PRA 
told the Economist in January that four new 
banks would enter the UK market in 2015, with 
a further four to follow next year – solving that 
puzzle with sensible adaptations to channels, 
products and services to make them more 
attractive and cost effective, is imperative.

Back to the future
Our last report, published in the depths 
of the financial crisis , highlighted further 
deterioration in an already strained 
relationship between financial providers 
and customers. 

Our recommendation at that time was to 
focus on restoring the connection with the 
customer by giving more consideration to 
the value and relevance of the products 
and services offered. By delivering products 
and services that met the real needs of 
those they service, packaging them in a 
polished, easy to use, low-friction experience, 
customers would re-engage.

For example, using their smartphone to 
interact through their provider’s mobile app, 
the customer might reasonably expect to talk 
to them through that same app – the device 
is a phone after all. And why, when on finally 
reaching their provider, should the customer 
then need to go through several layers of 
authentication to prove their identity? Hasn’t 
the app already done that?

Instead of such “friction”, customers 
reasonably expect the same smooth, 
personalised experience they might associate 
with a digital retailer like Amazon. And, by 
focusing on the customer journey, rewarding 

loyalty and personalising the digital experience 
for customers, banks and building societies 
can restore some of what has been lost 
through the digital dash of the last twenty 
years, deflecting the threat of digital 
disintermediation.

Green shoots
So, winding forward to our latest study, the 
market environment for banks and their 
customers has shifted once more. 

As we were running our fieldwork in April 
2014, the nascent UK economic recovery had 
become all but entrenched. Doubts about 
the sustainability of UK growth were less 
pronounced, and falling unemployment, real 
wage growth, and rebounding lending activity 
had lifted the spirits of UK consumers.

At the same time, we also saw a range of 
new current account offers hit the market, 
with compelling rewards and loyalty features 
delivering more choice for customers. Banks 
had visibly upped their game in terms of 

By ROBERT STUBBS, 
Head of Research (UK 
& Ireland), Accenture

Satisfaction, recommendation and purchase 
activity broadly flat in 2013/14...

Swiching rise while complaints fall...

Satisfied with 
their bank

Switched main 
current account

Complained to main 
current account provider

Recommended 
their bank

Purchased a 
product

2011 2011 20112011 2011

2012 2012 20122012 2012

2014 2014 20142014 2014

59.9% 6.4% 11.4%32% 18.2%

60.8% 7.2% 11%33.4% 17.1%

60% 7.9% 10.1%34.7% 16.3%
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Winning the ‘race for relevance’ with current account customers
digital offerings too, with more flexible mobile 
banking and ancillary apps – from mortgages 
to budgeting and payments – hitting the App 
Store and Google Marketplace. 

Following the launch of the Payments 
Council’s seven-day Current Account 
Switching Service (CASS), the banking sector 
was once again open for business and offering 
customers a greater range of providers, and 
products, to choose from.

An industry on the cusp 
of turning a corner
With little change in purchase activity, 
satisfaction or advocacy observed in our 
previous studies, we expected to see a similar 
degree of apathy reflected in the 2014 
figures. And, as the chart below shows, the 
needle hardly moved on these important 
measures, with even a slight deterioration in 
the proportion of customers who felt satisfied 
with their bank or building society.
 
We also anticipated that the creeping rise in 
switching we had been tracked for several 
years would continue. While the launch of 
CASS in September 2013 addressed the 
process concerns of consumers, as our 2012 
study showed, it was a lack of differentiation 
and the nagging perception that all UK 
financial providers essentially offered the 
same products and services that really held 
back switching.

And so it was in 2014, with 7.9% of our total 
UK survey population (n=3,601) reporting 
they had switched provider in the last year, 
and the same anxieties voiced by the 12% 
of “loyal customers” who told us they were 
itching to switch. 

When asked for the reasons they switched 
providers last year, most reported seeking 
“value for money”, which perhaps explains 
why one-in-four switchers in our study 
defected for a Santander 1|2|3 account, 
with its highly differentiated (and relevant) 
package of cashback rewards.

Elsewhere, while certain core measures were 
expected to remain stable, with UK economic 
growth seemingly locked-in we expected 
perceptions of banks – as trustworthy, 
transparent and ethical providers – to rebound 
in 2014. Once again, our expectations were 
realised with a sharp improvement in customer 
perceptions…albeit from a worryingly low base, 
suggesting there is much more to be done here 
to repair the reputational damage done to the 
sector through the crisis.
 
Meanwhile, channel trends continued to 
evolve, with mobile banking continuing its fast 
pace of growth. It was also interesting to see 
how branch usage had changed year-on-year, 
with a rise in branch visits (see chart below). 
While we would not deny that the number of 
transactions occurring in branches is falling, 
more customers visited one in 2014. 

 Whether through a renewed appetite for 
advice delivered face-to-face, or because of 
the simple fact that some transactions can still 
only be conducted in-branch (e.g. paying in a 
cheque, though Barclays may clear this hurdle 
if their ongoing trial of mobile cheque deposit 
technology is successful), what is clear is that 
the branch is far from dead.

Moving forward
Our 2015 study will be kicking off shortly, 
and we hope to report our next set of 
findings towards the end of the summer. 
Though the results are uncertain, what 
remains clear is that the challenge of reaching 
an increasingly digital customer will remain a 
key concern for banks and building societies 
for some time to come. 

While customers may no longer need a 
relationship with their provider, they may yet 
benefit from one. Making that clear link in 
their minds, and restoring the relevance and 
value of the banks in the everyday lives of 
customers – through tailored offerings, data-
led treatments and high quality experiences 
– remains the goal.

Next steps

You can contact Robert on 0207 844 9845, 
or at robert.a.stubbs@accenture.com
Alternatively you can visit:  
www.accenture.com 

Branch is far from dead... Mobile grows fast

2011 2011

2012 2012

2014 2014

43% 10%

45% 21%

52% 27%

SOCIETY matters
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O
f the new homes being built Legal 
& General wants to see an increase 
in smaller homes with one or 
two bedrooms to serve shrinking 

households due to the rise in divorce and 
professionals marrying later in life. The strategy 
urges longer-term mortgages and rent-to-buy 
schemes as alternatives to the Help to Buy 
mortgage indemnity guarantee scheme in 
making more homes more affordable.

Legal & General has called for improvements to 
be made in the private rental sector to attract 
institutional investment to allow more homes 
to be built and it wants to see a greater level 
of professionalism in this market. The private 
rental market requires consolidation and 
scale: this is an obvious area for institutional 
involvement. Also the report lobbied for an 
improvement in standards through a national 
register of landlords together with a reform of 
the tax system which would allow losses from 
private renting to be offset against all income, 
including earnings.

Legal & General Surveying Services plays a 
crucial role in understanding property risk for 

our lending clients and arguably nowhere is 
this understanding more crucial than in the 
new build market. New build is high on the 
political agenda and will constitute a growing 
volume of lending over the coming years. At 
the party conferences David Cameron pledged 
to build 100,000 starter homes for first-time 
buyers while Ed Miliband promised that at 
least 200,000 new homes a year would be 
built by 2020. Nick Clegg said that 10 new 
garden cities should be built as part of the Lib 
Dem plan to boost house building to 300,000 
homes a year. New build will undoubtedly 
feature in manifesto commitments.

For our part, we are leading a debate in the 
valuation of new builds and are trying to 
breakdown some of the misunderstandings 

that have developed between developers, 
brokers, lenders and their valuers. Valuation 
consistency, appeals processes and lenders’ 
policy guidance are three areas that illustrate 
the difficulties of this market. At the sharp end 
residential construction is still constrained 
by its inability to move on from the same 
methods we have been using for the last 
century. This is despite the fact that we 
have the technologies to build more energy 
efficient, fire resistant, durable homes more 
quickly than ever before. Equally, the lack 
of transparency that continues around sales 
incentives and the impact of schemes like 
Help-to-Buy also needs to be addressed.

Our purpose is to ensure that those involved 
in the new build market understand the 
position of other parties and we’ll be doing 
more work in this area in the coming months.

Next steps

For more information about Legal & General, 
please visit www.legalandgeneral.com, or find 
and follow them on Twitter  @landg_group 
or  @landg_business

By STEVE GOODALL, 
FRICS II Managing 
Director, Legal & 
General Surveying 
Services Limited

Early last year, Legal & General, in its report with KPMG 
and Shelter, launched its ten steps for the UK housing 
market. The agenda was and remains to get Britain building 
a minimum of 250,000 homes a year underpinned by a 
review of planning rules that includes imaginative ways of incorporating 
green belt and compulsory purchase orders into the overall planning mix.

UK housing needs all our help
policy

“ Legal & General wants to see an 
increase in smaller homes with 
one or two bedrooms to serve 
shrinking households due to the 
rise in divorce and professionals 
marrying later in life.”
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By EMRAN MIAN, 
Director, Social 
Market Foundation

The way in which we manage our money is changing. Cash has traditionally 
linked customers to their bank or building society branch but new ways of 
making payments are accelerating the decline in the use of cash. 

The Evolution of Retail Banking

A
t the same time mobile 
phones and tablets 
have radically increased 
the ease of accessing 

financial services. Crucially, 
these devices are ubiquitous. The 
majority of us have one; and it is 
typically within reach at all times. 

Yet, despite these changes, 
the branch plays an important 
role in the policy conversation, 
whether that is in thinking about 
competition – are the large banks 
for example too large, should 
they be forced to give up some 
of their branches? – or financial 
inclusion – can the unbanked get 
to a branch, will it provide for 
their needs? Is it time to adapt 
this focus on the branch and what 
happens when we do?

Our recent research tested the 
strength of peoples’ attachment 
to the branch. We found that face-
to-face service in a branch is still 
the preferred mode of accessing 
bank services for 62% of people. 
That preference for the branch 
is the strongest when seeking 
financial advice. By contrast when 
we ask about simpler transactions, 
such as making payments or 
managing savings, then other 
channels are preferred.

Equally the affluent (AB social 
class) and the young (25–34 year 
olds) have a weaker preference for 
the branch than others, with more 
than half of these groups preferring 
other channels in general. The 
trend in the attitudes of these two 
groups is significant, because the 
affluent, by way of their higher 
deposits, contribute the most to 
net interest income; and the young 
acquire the highest number of 
financial products and services, 
building a platform for their future 
financial lives and contributing 
the most to fee-based income. As 
these groups become progressively 
less attached to using the branch, 
and mobile banking continues to 
improve, then branch numbers will 
necessarily decline. 

So what are the implications? 
The cost savings from shifting 
transactions away from the 
counter are significant – U.S. 
research suggests that counter 
transactions may be 50 times as 
expensive as those completed on 
a mobile. And, even when people 
are going into a branch, much of 
what they want to do may be 
done via self-service terminals. 
This suggests that remaining 
branch staff could be focused on 
more personalised service. 

The channel shift from 
branch to mobile may 
also radically decrease 
the costs of entry. A 
new wave of competition 
in financial services is likely to 
be led by technology and mobile 
telecommunications firms. Apple 
is already coming into mobile 
payments via the Apple Pay 
function in the new iPhone 
6 and PayPal plans to offer 
lending for working capital to 
small businesses. 

One challenge may be 
that these changes fail 
to benefit all consumers 
equally. There is some 
evidence to date that 
branch closures have 
been concentrated in 
disadvantaged areas, where 
access to banking services is 
already likely to be limited. The 
change that may be emerging 
to deal with this issue is a shift 
from branches to presence, e.g. 
the provision of the same services 
within a supermarket, post 
office or convenience store; or a 
branch that is transported to its 
customers, such as a ‘branch in a 
bus’ linking remote communities. 

“ A new wave of competition in 
financial services is likely to be 
led by technology and mobile 
telecommunications firms.”

Next steps

To read the Social Market 
Foundation’s full report Branching 
Out: The Evolution of Retail 
Banking and for more information 
more generally, visit: www.smf.co.uk 
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VB: Craig, you spoke first on the panel and 
were pretty challenging. In three sentences, 
what’s your position?

CD: I was asked by a local authority “Why not 
get a credit rating?” so I challenged “Why do 
I need one”? Despite their proven flaws, there 
continues to be a heavy reliance on credit 
ratings which inevitably, and naively, drives 
deposits to the so-called ‘too big to fail’ banks. 
Credit rating is one data point but surely 
understanding a bank’s balance sheet, business 
model and capital and leverage cover is as, if 
not more, important.

VB: Nick, you mentioned that you already 
take deposits from quite a few local 
authorities. How do they cope without you 
having a rating?

NH: All our deposits from local authorities 
are originated via our panel of brokers. 
As a consequence we do not discuss with 
authorities directly their credit criteria, 
however we do obtain feedback from our 
brokers. We are aware that a number of the 
local authorities will base their lending purely 
on the recommendations provided by their 
advisors. Whereas others will also complete 
their own additional credit review from our 
annual accounts and also the annual KPMG 
Building Societies database. 

VB: In the room, there was general goodwill 
towards both unrated building societies and 
smaller banks, but a lot of fear, since people 
saw losses during the banking crisis, e.g. with 
Icelandic banks (though they were rated!) 
How can that problem be overcome?

CD: The regulatory environment has 
undergone a fundamental transition since the 
financial crisis, to make the banking system 
a sustainable one that is more secure in the 
future. While we certainly do not suggest 
ignoring credit ratings, we implore local 
authorities to understand the fundamentals 
of the balance sheet, capital coverage and 
leverage of a bank so you may make an 
informed decision. 

NH: Lenders need to understand that ratings 
are not going to protect them from losses and 
that they are generally a lagging indicator. 
They need to understand the risks that an 
entity is taking, how those risks are being 
mitigated, if they are and the degree of 
capital supporting the business before they 
look to invest. Lenders should request that 
their advisors undertake their own detailed 
credit analysis, engage with borrowers and 
understand their business models, so that a 
fully informed recommendation is made rather 
than purely being based on ratings. 

VB: There was a good introduction from 
Nick Stewart, from Ernst & Young, about the 
regulatory changes including BRRD and bail-in. 
Do you think the room took on board that 
‘too big to fail’ is now history, and that evens 
things up for smaller unrated firms?

CD: Unfortunately, I think there is still a feeling  
that if a bank were to fail, the regulatory 
changes would be overcome and somehow 
a bail-out would occur. Whether or not this 
is the case can be argued to the Nth degree 
– however, instead of looking at IF it could 
happen, we should be looking at minimising 
the impact SHOULD it happen. Diversification 
is the key here. 

NH: I think for many authorities this is still 
an area of uncertainty and an area of lack of 
understanding as to the implications for them. 
As part of the new regulations the creditor 
waterfall has been changed so that the risk 
for local authorities has been increased. 
Smaller unrated firms are likely to have only 

On 15th January, a panel of experts discussed Investing in Unrated Institutions at a 
CIPFA Treasury Management Conference, hosted by Metro Bank. The BSA asked Nick 
Hodges, Treasurer of National Counties Building Society, to represent building societies 
on the panel. In this article, Society Matters’ Editor Victoria Bamber talks to Nick, and 
to Craig Donaldson, Metro Bank’s CEO, about the key points from the panel debate.

No credit rating?
No problem

CRAIG DONALDSON NICK HODGES
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CREDIT

RATING
tier 1 capital supporting the business and 
no subordinated debt. Therefore in the event 
of a failure once the tier 1 capital has been 
exhausted wholesale treasury deposits will be 
subject to bail-in. Whereas larger rated firms 
are likely to have additional subordinated 
debt in addition to tier 1 capital that will be 
subject to bail-in prior to treasury deposits. 
However, the larger rated firms are exposed to 
significantly greater risks than smaller firms 
like building societies and therefore subject to 
greater threat of bail-in.

VB: Craig, you were quite critical of 
advisors. How can we get them to be more 
even-handed?

CD: Metro Bank is a challenger bank by nature, 
and our growth and success is driven by the 
consumers need for competition in the market. 
In my view it was the lack of competition 
which led to the level of complacency in 
the financial markets which led to some of 
the dire practices we read about daily in the 
papers and I hope that does not, and is not, 
occurring in the local authority sector. 

For there to be change, the local authorities – 
and institutions like Metro Bank and National 
Counties BS– need to challenge the situation. 
We will continue to lobby both authorities 
and their advisors to give challenger banks the 
right to a level playing field. 

VB: Nick, you mentioned that – for building 
societies at least – there’s the KPMG 
database which allows easy analysis and 
comparisons. How far does that help, in the 
absence of a rating? 

NH: The database provides a very helpful 
comparison of the societies, however, do 
they really know what to look for? I think 
as a sector more could be done to help 
identify / understand the key ratios and 
how they can be impacted. But despite the 
database the hardest challenge for many, is 
that of resources to complete the analysis 
to propose new counterparties. More could 
be done at government level to explain the 
position so that further guidance can be 
passed to councils.

VB: I’ve also read that Basel and EU 
regulations are moving away from reliance 
in credit ratings – how can we get the 
advisors to catch up with that initiative?

NH: The starting point will depend on what 
degree of service the investors are looking to 
receive. Some advisors are purely a point for 
passing on information. This will require all 
interested parties from investors to borrowers, 
brokers to BSA, to lobby the advisors to 
undertake their own credit analysis, however this 
will be met with some resistance as some of the 
advisors had reputations damaged by Icelandic 
losses. The societies need to get the advisors 
to engage with them so that they can start to 
understand the business models and how the 
sector is impacted by the wider markets.

CD: I agree with Nick – however, it is not just 
the advisors that need to catch up, the local 
authorities themselves need to challenge 
the advice they are getting and the value for 
money achieved on public funds. 

Next steps

You can take a look at this Q&A in full on 
the BSA’s website: bsa.org.uk/media-
centre/bsa-blog

SOCIETY matters
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At Southern Housing Group, we believe in building more than just homes. We are not trying to solve the 
problems of poverty and inequality, but the changes taking place to welfare and public services are having 
a profound effect on some of our residents, especially those who come from deprived backgrounds.

W
hile a lot of 
people are feeling 
the positive 
impact of the 

recovering economy, many of our 
residents are financially excluded. 
They have no savings, no assets, 
no insurance, and no access to 
money advice, no affordable 
credit and no bank account. They 
are struggling to ‘make ends 
meet’ and being in debt can lead 
to people taking drastic action – 
from cutting back on essentials 
like heating and food – to relying 
on doorstep lenders, which can 
create even greater problems.

This is where our Social 
and Economic Regeneration 
Department (SERD) assists. We 
are here to provide far more than 
just housing to our residents. 
Every day we work with local 
communities and partner 
organisations to develop and 
create opportunities. 

Helping residents’ access 
mainstream financial services, 
maximise their income and gain 
control of their money is one of 

our greatest challenges – and we 
help in a number of ways. This 
includes making our residents 
aware of their rights around debt 
collectors or bailiffs, to providing 
advice and help to access benefits 
they may be able to receive. 

One resident, Lucy, was referred 
to us as she was affected by the 
‘Bedroom Tax’ and was struggling. 
She owed money on her rent, 
her credit card and had a debt 
with her water supplier, and was 
accruing bank charges on an 
overdraft each month. We helped 
her to successfully claim Personal 
Independence Payments (PIP) and a 
grant to clear her water debt. With 
the backdated PIP Lucy received, 
she was able to clear her debts.

We do not just help people 
around financial exclusion. We 
know that this problem can be 
linked to a range of other issues 
and we focus on these connected 
themes; supporting residents 
into employment, tackling 
barriers such as limited basic 
skills and confidence, increasing 
our residents’ digital skills and 
improving life opportunities.

We are also looking outside our 
organisation to stakeholders 
and business partners to help us 
make a positive impact on our 
residents’ lives. For instance, we 
have recently included a number 
of social considerations into our 
partners’ contracts like offering 
residents’ apprenticeships or 
delivering training and upskilling 
opportunities.

One of our success stories is 
Dylan, a young resident who 
wanted to work in construction. 
He spoke to our employment 
and skills advice service, 
Southern Works, and was told 
of an opportunity on his estate 
to gain an apprenticeship. We 

helped him get some work 
experience on a building site 
and he then spent one day a 
week in college to gain the 
qualification he needed to 
secure an apprenticeship. Dylan’s 
enthusiasm and determination 
led to the organisation offering 
him a traineeship. Once his 
traineeship is completed, 
Dylan will start his full time 
apprenticeship.

Over the past year, we have 
supported over 16,000 residents 
through a variety of projects 
and invested £1.8 million in our 
communities. We will continue 
to work beyond the bricks and 
mortar. Our work extends far 
more broadly than many people 
imagine and we clearly make 
a real difference to both our 
residents’ lives and the wider 
community.

Next steps

For more information about 
Southern Housing Group visit 
www.shgroup.org.uk 

By ANABEL PALMER, 
Director of Social and 
Economic Regeneration, 
Southern Housing Group

Beyond bricks and mortar  
– supporting social and economic inclusion

“ Helping residents’ 
access mainstream 
financial services, 
maximise their income 
and gain control of their 
money is one of our 
greatest challenges.”
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Beyond bricks and mortar  
– supporting social and economic inclusion

Institutional Collateralised Funding 
(‘InCol’) was founded in 2014 to 
assist building societies and financial 
institutions to access the debt markets 
for purposes of developing and 
diversifying their funding programmes.

The company was founded by a group of 
treasury and banking professionals with 
direct experience of working in funding and 
debt investment roles across a number of 
financial institutions. This places them in a 
unique position to understand the funding 
challenges faced by less well known entities 
outside of their traditional deposit taking 
activities. 

While the Funding for Lending Scheme has 
provided alternative funding for financial 
institutions, this is not a permanent funding 

diversification solution. InCol has developed 
a platform to supplement and to replace FLS 
and to open up a new debt markets solution 
for financial institutions in a way that is cost 
effective and flexible as to size and tenor. This 
is achieved through the issuance of secured 
loan notes supported by mortgage collateral.

Full visibility and detailed portfolio analytics 
on the underlying collateral is provided to 
Issuer and Investor through InCol Intelligence 
– a bespoke platform that has been 
designed to support this funding initiative. 
This visibility provides a window to market 
access for issuers and highlights high grade 
investment opportunities for institutional 
debt investors.

The funding platform and supporting 
portfolio analytics is available to institutions 

entering the debt markets for the first time or 
to those supplementing existing but irregular 
and costly wholesale funding activities.

Outside of senior secured funding, InCol can 
also arrange access for Issuers to Additional 
Tier 1 and Dated Subordinated Debt in 
private placement format. This is facilitated 
through the company’s knowledge of 
providers of such capital.

InCol

Further information: 

Incol Limited
30 Lower Leeson Street, Dublin 2, 
Ireland +353 1 631 0207
151 Shaftesbury Avenue, London WC2H 
8AL +44 203 411 1824
 www.incolfunding.com

No1 CopperPot Credit Union is a financial 
co-operative offering savings, loans and 
mortgages exclusively for Police Officers, 
including retired Officers, Police Staff, 
PCSOs, Specials and their families too.

Membership with No1 CopperPot is available 
by opening a Member Account and saving with 
us on a regular monthly basis. Our members 

have access to our range of savings, loans and 
mortgage products and receive a share of our 
profits through a dividend payment.

We continue to grow year on year and 
currently have over 27,000 members from 
all over the UK. We offer Payroll Deduction 
at a number of forces allowing members to 
save or repay their loans direct from salary. 

No1 Copperpot Credit Union
Further information: 

For more information on any of our 
products or services you can call us on 
0161 741 3160 or visit our website at 
www.no1copperpot.com

SOCIETY matters
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HP’s recent IT security survey of UK companies uncovered 
some startling facts. In the last four years the average cost of 
cyber-crime experienced by companies has increased from 
$6.5m to $12.7m and the average number of successful 
attacks per organisation per year has risen from 50 to 122. 
The driving force behind these figures is the growth of the 
digital economy and of a parallel cyber-crime economy. 

T
his level of threat makes IT security 
a critical issue for any building 
society. And it is not just the IT 
department that has to take action. 

Everyone in a society from the boardroom 
to the counter will have responsibilities in 
combating digital crime. 

No matter how large or small a society, the 
same fundamental approach applies when 
it comes to defining an effective IT Security 
strategy. This approach starts with intelligence 
about security threats and then puts in place 
mechanisms that monitor, manage and 
respond to security incidents. 

Vital statistics on cyber crime
HP sponsors an annual report by the Ponemon 
Institute on cyber-crime that draws on a 
survey of 257 organisations in seven countries. 
The 2014 Global Report on the Cost of 
Cyber Crime* found that the average cost of 
cybercrime has risen by 95% over the last four 
years from $6.5m to $12.7m. The rise in the 
cost of cybercrime reflects an increase in the 
average number of successful attacks from 50 
in 2010 to 122 in 2014 and in the average time 
taken to resolve incidents from 14 to 45 days. 
The travails of Sony testify just how difficult it 
can be to clear up after a security breach.

Analysis of the most costly kinds of attacks 
demonstrates that the most significant 
threats are in the IT areas that one would 
expect (12% web-based attacks, 23% denial 
of service and 25% malicious code). As a 
result, protecting the data centre where 
members’ confidential information is stored 
is an indispensable aspect of any robust IT 
Security strategy.

Nevertheless, 11% of the most costly attacks 
come from phishing and social engineering. 
Moreover, 29% of the most costly attacks 
fall into the “Other” category that includes 
internal fraud – the risk of which is vividly 
demonstrated by Wikileaks. These last data 
points illustrate why IT Security is part of 
everyone’s job.

Additional research by the Ponemon Institute 
found equally worrying data about what 
happens when a breach occurs. 94% of 
breaches are initially reported by a 3rd party, 
while on average 243 days pass before a 
breach is even detected. 

IT security – the major threat of the digital age

Jargon

• Phishing is an e-mail fraud method 
in which the perpetrator sends out 
legitimate-looking email in an attempt to 
gather personal and financial information. 

• Social engineering involves tricking 
someone into providing critical 
information, such as a password.

“ Global GDP growth will come 
from the digital world so that 
is where organised crime is 
going to put its attention. It 
will not just continue to grow 
in sophistication, it will also 
grow in scale as more and more 
and more people go online.” 
MARTIN SADLER, OBE, Vice President and 
Director of HP’s Security and Cloud Lab

*http://www8.hp.com/uk/en/software-solutions/ponemon-cyber-security-report/

By DAVID RIMMER, 
Director UK Mid-Tier 
Financial Services, HP

& ANDREW DARE, 
Chief Technology 
Officer UK Financial 
Services, HP
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95% increase in 4 years
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IT security – the major threat of the digital age

HP Quick Security Facts

• 9 out of 10 of the world’s largest 
banks use HP security solutions

• 350 UK security specialists 

• 1,000+ managed security customers

• 23 billion security events managed 
per year

The factors driving cybercrime
The growth of the digital economy contributes 
directly to greater security threats. In part it is 
a numbers game, with rising volumes of online 
customers and transactions translating into 
higher probability of breaches. Beyond this, 
the addition of channels (mobile, online, text, 
social media and web-chat) inevitably creates 
more points of vulnerability, just as with a 
house with more doors and windows. Likewise, 
today’s increased rate of change accentuates 
risk because cyber criminals watch for new 
systems to be deployed and target the fresh 
vulnerabilities exposed. 

The evolution of the digital economy has 
also changed how criminals behave. Today’s 
cybercriminals have created an ‘adversary 
market-place’: sharing and selling information 
on tools, tactics and targets, to find 
vulnerabilities in organisations’ infrastructures 
and to steal critical customer data. It is 
this market-place that fuels innovation in 
cybercrime and explains why the threat 
landscape is ever-changing.

Developing an Effective 
IT Security Strategy
In order to keep ahead of this continuous 
innovation in cyber-attacks societies can 
adopt the following six-point plan. 

1. Become proactive in understanding the 
security risks of the organisation Identify 
the valuable and sensitive information that 
could be targeted and have a strategy for 
its protection. 

2. Ensure security measures are put in place 
to address cyber-attacks and data breaches. 
Have an independent third party provide 
recommendations on the adequacy of 
security practices and procedures.

3. Schedule regular meetings of the CEO 
and board of directors so that they 
are informed about the threats to the 
organisation and ability to mitigate the 
risk of a security incident.

4. Require frequent fire drills and/or war games 
to assess readiness. Forensics technologies 
and expertise should be part of the incident 
response plan to determine the root cause 
of the breach as quickly as possible.

5. Address the insider threat with training 
and awareness programs. Require audits to 
ensure training is ongoing and to reduce 
risk of employee mistakes in handling of 
sensitive information. 

6. Centralise leadership of the response 
process. The cost of cyber-crime provides 
evidence of the need for the having a 
single point of accountability at executive 
level for incident response. 

Conclusions
Trust has always been a core value for the 
building society movement. In the 19th 
and 20th centuries, that meant keeping 
members’ money safe. In today’s digital 
world, earning trust also means keeping 
members data safe. This makes IT security 
critical to a society’s reputation and future. 

Clearly, the Risk and IT functions will 
be central to an effective strategy to 
combatting cybercrime, but the Board 
and Executive will be critical in overseeing 
the strategy and each and every person 
working in a society will have their own 
role to play in adhering to the IT Security 
Strategy’s policies and procedures.
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Since 2010, time 
to resolve an 
attack has grown

days
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Vulnerable adults
27 March 2015, London

This seminar aims to highlight the good work 
that BSA members, industry projects and 
firms from outside of our sector are doing 
to support vulnerable adults and to share 
ideas / best practice so that participants can 
review and improve how they support their 
vulnerable account holders.

Complaints 
21 April 2015, London

This seminar will cover the FCA’s views from 
their complaints thematic review, a view from 
FOS of the areas where complaints handling 
needs improvement and practical guidance on 
making the most of root cause analysis as a 
tool to improve future service.

Arrears and possessions 
seminar
30 April 2015, London

This annual seminar will explore effective 
ways to embed an arrears and forbearance 
process which ensures, taking account of the 
FCA’s expectations, that you have the tools 
and techniques to deliver consistently fair 
outcomes for your customers, based on their 
individual circumstances.

BSA Annual Conference, 
sponsored by HP
20-21 May 2015, Harrogate 
International Centre

The scene is set. The UK economic recovery 
seems more firmly established, although there 
are some external risks on the horizon. The 
UK housing market is settling back to more 
steady growth following the exuberance of the 
first part of 2014, low inflation and increasing 
employment is bringing some hope to UK 
households and the General Election takes 
place shortly before we gather in Harrogate. 
We are working to bring together a conference 
line-up that will present outstanding analysis, 
opinion and insight and stimulate debate. 

Implementing the Mortgage 
Credit Directive
4 June 2015, London

This seminar will provide lenders with clarity 
about the final rules, including the new 
Consumer Buy to Let framework, the tools to 
address the implementation challenges, and 
an understanding of the impact on third party 
relationships.

Treasury management 
training courses
1 & 2 July 2015, London

Delivered by Dean Carter of King & Shaxson 
Treasury Solutions, the first day provides 
an overview of treasury operations within 
financial services, more specifically within 
building societies and within the regulatory 
environment. Following this there is an in-
depth study of treasury operations, focusing 
on liquidity, wholesale funding, credit risk and 
financial risk. On day two, participants will 
hear about 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. 
“Really clear. Makes what is a really 
complicated topic really simple and easy to 
understand. Dean removes all the jargon, keeps 
it informative and is easy to follow.”

Audit and accounting update
1 October 2015, Leicester

A popular annual update, run in partnership 
with KPMG, for building societies and their 
auditors providing details of recent changes, 
reminders of key requirements and the 
implications for members.

Dates for your diary

A programme educational and networking 
events open to non-member organisations.

Next steps

For more information and to register,  
visit bsa.org.uk/events
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