
If Italy’s Monte dei Paschi di Siena (pic-
tured above), which has been operating 
without a break for over five centuries, 
represents the banking sector’s history, 
its future is more likely to resemble that 
of a 35-year old company: the one behind 
the iPhone, iPad and iTunes.

“The thing about Apple is that their focus 
is to innovate for growth as developers, de-
ployers, distributors and drivers of consumer 
technology – just as most banks do for fi-
nance,” Chris Skinner, a well-known author 
and commentator on the financial services 
markets, says on a recent blog. “That is why 
banks need to model their future on Apple.”

Skinner’s premise, and the views of 
other scheduled speakers at Sibos, an an-
nual industry gathering taking place in 
Toronto, Canada Sept. 19-23, underscores 
how technology — and tech companies 
— are radically impacting the future of 
banking and the future of money. Potential 
banking industry responses to these new 
challenges are being tested in an incuba-
tor operated by Innotribe, the innovation 
arm of SWIFT, as the financial sector at-
tempts to come to grips with shifts that 
have ushered in more change in the time 
it has taken to build Apple than in all the 
preceding centuries combined.

“Banking was invented in the time of 
the Medicis and didn’t change until 20 
years ago, with the introduction of Inter-

net banking,” says Antonio F. Benjamin, 
Citigroup’s global chief technology officer 
and managing director of global transac-
tion services. Fast forward to 2011 and 
“everything has changed,” he says.

Margins from transactions are dropping, 
alternative digital currencies are increas-
ingly traded alongside physical ones, the 
volume of payments and money transfers 
over mobile devices is skyrocketing, and 
a host of nontraditional competitors are 
stepping in to offer new ways of banking.

“There is a real crunch coming — we 
are talking a Borders, Blockbusters-type 
scenario — because when you have a prod-
uct that can be easily digitized you can not 
protect the distribution model from disrup-
tion,” says Brett King, author of Bank 2.0.
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 SWIFT could provide the infrastructure.
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Welcome to the networked, social 
economy. To be successful in this new 
world, banks have to adapt and evolve or 
be disintermediated. 

“When historians look back at the mas-
sive shift in banking and rapid decline in 
branch activity, the death of checks, plastic 
and cash – the inflection point will be the 
creation of the App Phone,” King says in 
a recent blog post. “This is perhaps Steve 
Jobs’ greatest legacy for banking today. 
He has changed the way our customers 
behave, he’s changed the way we think 
and the way we demand service. Thanks 
to Steve Jobs’ vision — banking of the fu-
ture will be about banking embedded in 
everyday life, a true utility, and no longer 
a place you go.”

In an interview with Informilo, King 
described the kind of services a bank of 
the future might offer. For example,  a 
consumer wanting to buy a big-ticket item 
in an electronics store might use his mobile 
device to instantly check whether he can 
afford it and be offered financing – in real 
time – by his bank. (see image page 12).

“The third generation of banking is 
changing how the bank interacts with you,” 
says King. “It is about context and helping 
an individual manage his financial life.”

Another new area being eyed by the 
banks and SWIFT is the banking of data. 
“Banks of the future will not only protect 
our money, but also the personal data 
that help us make better choices and de-
cisions in our lives,” says futurist Venessa 
Miemis. SWIFT is already exploring an 
expansion into data banking – helping 
to secure all types of digital exchanges. 
Such a move would allow banks to play 

The world’s oldest bank, Italy’s Monte dei Paschi 

di Siena, operational since 1472, faces the same 

challenges as the rest of the sector. Non-traditional 

players – including Silicon Valley giants Apple, 

Google and Facebook – are changing the way banks’ 

customers behave, think and demand services, forcing

banks to adapt or risk being disintermediated.
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THE FUTURE OF MONEY, BIG DATA 
AND MOBILE MONEY 
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A SWIFT initiative to expand 

into data banking could  

help secure all types of digital 

exchanges, transforming  

the Internet 

 
BY JENNIFER L. SCHENKER

Can Swift, the global financial services 
provider, succeed in doing what Mi-
crosoft and other tech titans famously 
failed to achieve? It is aiming to try and 
in doing so could provoke a sea change 
on the Internet, ushering in a shift com-
parable to the move from mainframes 
to the personal computer. 

The Society for Worldwide Inter-
bank Financial Telecommunications  
(SWIFT) a global organization that each 
day handles financial transactions such 
as wire transfers for more than 9,000 
banks, is preparing an expansion into 
data banking – helping to secure all types 
of digital exchanges. 

Such a move would allow banks and a 
chain of other actors to play a key role in 
securing and disseminating personal data. 
Microsoft tried to introduce something 
similar 10 years ago with its Passport and 
Hailstorm initiatives; Intel, Sun, Oracle and 
AOL attempted to develop such a service 
through a group called The Liberty Alliance. 

Innotribe, the innovation arm of SWIFT, 
plans to announce its initiative, called the 
Digital Asset Grid, or DAG, at Sibos, an 
annual banking industry conference that 
will take place in Toronto on Sept. 19-23. 

“This innovation will bring bank-grade 
identity, privacy and security to the global 
exchange of any digital asset between 
any parties,” says Kosta Peric, head of  
innovation at  SWIFT.

Since 1973, SWIFT has provided a 
shared data processing and communi-
cation link for banks, using a common 
language for international financial trans-
actions. Its main function is to be a carrier 
of messages. But it is increasingly taking 
on the role of a catalyst. Innotribe, the unit 
behind DAG, is an initiative to present 
new options to the financial community 
and incubate innovative services. 

Drummond Reed, one of a number of 
Silicon Valley  thought leaders recruited by 
SWIFT as advisers on this project, says DAG 
has the potential to become “an eBay for the 
entire planet,” democratizing the value of 

user-generated data across the Internet. 
Data is becoming a new type of raw mate-
rial, on a par with capital and labor, ac-
cording to a 2011 World Economic Forum 
report, Personal Data: The Emergence of 
a New Asset Class. Some of the largest 
Internet companies, including Google 
and Facebook reap most of the profits 
from collecting, aggregating, analyzing 
and monetizing personal data. Consumers 
have no control and little knowledge of 
what is being done with their data.

Now, a movement is under way to put 
the control and dissemination of personal 
data back into the hands of the individual. 
The idea is each person’s data would re-
side in an account where it would be con-
trolled, traded and accounted for – much 
like a bank account. The services would 
be interoperable so that the data could 
be exchanged with other institutions and 
individuals globally. Users might even 
leverage their data in the same way money 
is leveraged for credit.

But, the WEF report says, “an es-
sential requirement would be for the 
services to operate over a technical and 
legal infrastructure that is highly trust-
ed.”  That is where SWIFT comes in. It 
is a neutral organization that already 
operates a secure global network with 
an established legal framework, placing 
it in pole position to facilitate access to 
secure personal-data services.

 SWIFT’S ROLE 

“SWIFT has a closed, old, but nonethe-
less highly reliable and secure network 
for interchange of money between the 
banks. The vision is that you could take 
that underlying infrastructure and make 
it more open and more interchangeable, 
and make it work between any entity,” 
says Craig Burton, a founding member of 
networking giant Novell and an adviser 
to SWIFT on digital identity. “This is 
so big and so significant in scope that 
to speculate on what it might look like 
would be premature.”

Peter Vander Auwera, the SWIFT in-
novation leader who is driving DAG, has 
gathered an impressive list of experts 
to help the financial community think 
through potential approaches. They in-
clude Burton, a creator of breakthrough 

Users might leverage their 
data in the same way money 
is leveraged for credit.
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concepts such as NetWare Open Systems, 
The Network Services Model, meta direc-
tory, and The Internet Services Mode; 
Silicon Valley seer Doc Searls, co-author 
of the Cluetrain Manifesto and instigator 
of the Vendor Relationship Management 
(VRM) Initiative at the Berkman Center 
for Internet & Society at Harvard Univer-
sity; Scott David, a partner at the K & L 
Gates LLP law firm and an authority on 
safeguarding personal data; Reed, an In-
ternet entrepreneur in identity, personal 
data, and trust frameworks who recently 
founded Connect.Me; Gary Thompson, 
co-founder and CEO of CLOUD.Inc and 
Tony Fish, founder of AMF Ventures. 

The team is helping SWIFT identify 
the technologies, legal frameworks and 
business models needed to underpin a 
global digital asset exchange.

 SERVICES THAT PUT THE   
 CONSUMER IN CONTROL 

“The number one reason that Mi-
crosoft’s Passport and Hailstorm were 
dead on arrival was not the technology 
--it was the business model. People could 
not accept Microsoft as a toll booth for 
the whole Internet,” says Connect.Me’s 
Reed. Ditto for the Liberty Alliance. An 
oligarchy of companies was not seen as 
more trustworthy than one controlled by 
a sole entity, he says. “What the digital 
identity business lacks is a trusted ex-
change on the Internet.”

Trust is not enough, though. The busi-
ness model must work for everyone and 
be transparent to everyone. “It must 
be something that everyone agrees to, 
like the credit card system,” says Reed.  
Banks and other actors, such as telcos 
and social networks, could offer consum-
ers secure storage lockers for their data.  

But what’s being envisioned goes far be-
yond that, involving all sorts of merchants, 
government agencies and organizations.

Say a consumer wants to buy a car. To-
day she could use the SWIFT network 
(via her bank) to send the payment. But in 
the future, with the SWIFT Digital Asset 
Grid, she could let it be known that she is 
shopping for a car. Other participants on 
the grid, such as dealers or insurance com-
panies, could pitch her in real-time, and 
she could filter those pitches based on their 
digital reputations. When she makes the 
purchase, the information needed to fill out 
the paperwork involved in buying, insuring 
and registering a car--which she has stored 
digitally in her account--could be released, 
securely and with her permission, to the 
relevant parties.  With one or two mouse 
clicks, she could also authorize sharing 
personal data with third-party warranty 
services and perhaps even anonymously 
with the government authorities, in case 
the model she purchases is recalled.

Such services could be built using the 
VRM tools advocated by DAG advisory 
board member Searls. VRM tools aim to 

provide customers with independence 
from vendors and the ability to more ef-
ficiently engage with them. Think of it as 
the difference between e-commerce and 
you-commerce. The same tools could also 
support a person’s relations with schools, 
churches, government entities and other 
organizations—and with other individu-
als - helping social networks evolve into 
truly personal networks.  

A digital trust framework, a set of legal 
and technical rules by which members of 
a network agree to operate, is also neces-
sary if banks are going to expand their 
businesses from financial to personal data, 
says lawyer David.

 A TRUST FRAMEWORK 

David is the chief legal architect of The 
Respect Trust Framework, which is billed 
as the first personal trust framework de-
signed to give individuals control over 
the sharing of their personal data on the 
Internet, mobile phone networks, social 
networks and other online forums.

The purpose of the Respect Trust 
Framework, published in May, is to define 
principles and rules to which all members 
of a digital trust network agree, allowing 
them to share identity and personal data 
with confidence that it will be safe and 
used only as authorized. 

The framework is listed with the non-
profit Open Identity Exchange and is one 
of the building blocks for the Personal 
Data Ecosystem Consortium (PDEC).  
The exchange was chartered in March 
2010 to become a neutral international 
nonprofit clearinghouse for digital trust 
frameworks. Its executive members in-
clude AT&T, Booz Allen Hamilton, Goog-
le, LexisNexis, PayPal and Verizon. PDEC 
aims to be the “voice of the individual” in 

developing infrastructure and policies to 
help people  protect and realize the value 
of their data online. 

The framework will serve as the foun-
dation for Connect.Me, a social discovery 
network that works across popular so-
cial networks like Facebook, Twitter and 
LinkedIn. Connect.Me enables people to 
build their own personal trust networks 
by vouching for the people they respect 
most, in context. (see illustration).  Think 
of it as a peer-to-peer reputation system. 

“Wired magazine editor Kevin Kelly 
said, ‘The genius of eBay was its inven-
tion of a quick, easy and cheap reputation 
status,’” says Reed. “Connect.Me is doing 
the same thing but no longer confined to 
a single silo, like eBay. Now people will 
be able to build a socially-verified reputa-
tion they can use anywhere on the Web.”

Connect.Me plans to make money by 
connecting companies that want to offer 
personalized incentives to customers on the 
basis of their reputations. It will receive a 
commission as the customer’s “data agent.”

The beauty of Connect.Me and other 
services connected to the DAG is that 
they help spread the wealth around, says 
Reed, “democratizing the value of user-
generated data for the whole Net.”

DAG aims to transform the Web from 
a place where people go to visit sites and 
are tracked without their knowledge, to 
one that—with our permission— knows 
what we are doing and uses that infor-
mation to help automate what we want  
to accomplish.

Such a transformation can happen 
rapidly, says Reed. “If SWIFT is ready 
and the banks are willing, building the 
digital asset grid using a self-reinforcing 
digital trust framework can be done as 
fast as you can build a Twitter – about 
four years,” he says.
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DAG aims to transform the 
Web from a place where 
people go to visit sites and 
are tracked without their 
knowledge, to one that – with 
our permission-knows what 
we are doing and uses that 
information to automate what 
we want to accomplish.

by having people vouch for them in a particular context – such as their expertise in a certain field.
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The scene is a restaurant in 2020. A 
waitress has just left the check on the 
table for a group of friends dining to-
gether. Mobile phones are pulled out, 
and the diners take turns scanning a 
code on the bill. One person slips some-
thing that looks like a credit card out of 
her wallet. Her fingers tap on several 
dark squares on the card which light 
up when her personal code is activat-
ed.  The card – an intelligent check - is 
waved over the bill and debited. Below 
the charges for food is a space for tips. 
Their waitress prefers to be compen-
sated in Facebook Credits, although 
some of her co-workers ask for tips in an 
alternative digital currency called Ven, 
or transferable frequent flyer miles, any 
of which can be automatically placed 
into their linked accounts with the tap 
of a diners’ finger or the wave of a mo-
bile device.

Heather Schlegel, a member of the 
SWIFT Innotribe innovation team, will 
describe such a future when she speaks at 
Sibos, an annual bank industry gathering 
in Toronto, on Sept. 19-23.

Mobile payments (see stories on pages 
6 and 7) and alternative currencies such as 
Ven, Bitcoin, Ripple and Flattr are already 
gaining traction, shaping the future of 
money and widening the way the world 
determines and trades value.

There are now some 7.2 million Bit-
coins worth around $37 million in cir-
culation, and some 6 million Ven with 
a value of more than  $600,000. Hub 
Culture, a social collaboration network 
revolving around the Ven, says the cur-
rency is growing ten-fold annually. Begin-
ning in October the Ven will be included 
alongside other currencies on Thomson 
Reuters terminals, a sign that alternative 
currencies are already going mainstream.

 THINKING ABOUT MONEY IN   
 NEW CONTEXTS 

Then there are Facebook Credits. Cur-
rently the social network’s credits can be 
used only to buy virtual goods in  games 
on the Facebook platform. But futurists, 
like Sibos Innotribe speaker Venessa 
Miemis, believe it will not be long before 
they are used to buy things in the physical 
world. Some have even predicted that 
more people would use Facebook Credits 

than the euro from the moment they are 
available for use outside of cyberspace.

“Our notions of money and how it is 
created have been similar for over 600 
years, since the emergence of the na-
tion-state system,” says Stan Stalnaker, 
founding director of Hub Culture. As the 
Internet erodes limitations in other areas, 
it’s only natural that people think about 
money in new contexts, he says.

“What is changing is our ability to 
create systems that are both decentral-
ized and efficient, with less requirement 
for central control, says Stalnaker, who 
is scheduled to speak at Sibos. “ These 
changes are early indicators of a seismic 
shift coming in the way we articulate, ex-
change and perceive monetary authority.”

For starters, money is increasingly just 
data. Most of the value in the world is 
today represented not by gold or paper 
but by bits in the form of messages, says 
Silicon Valley seer Doc Searls, a scheduled 
speaker at Sibos. Money itself does not 
move. Agreements do. When SWIFT, the 
interbank telecommunications provider, 

says “$1,000 are no longer in Account 
A but are now in Account B,” that gives 
the impression that money has actually 
been transported, says Searls. Yet noth-
ing physical has happened. The abstrac-
tions we call bits and written language 
and formal messages have caused a shift 
in agreement about where the money is.

The networked world is one where 
trade can be instantaneous and without 
location -- and can be two-way and aud-
itable, says Searls. SWIFT has provided 
infrastructure for such trades over the 
last several decades, but only for its part-
ner banks and other large institutions. 
“The same grace could be extended to 
the exchange of everything, and agree-
ments about everything, over the Inter-
net,” he says.

Many kinds of live signals of demand 
and supply can be sent, received and acted 
upon via a mobile device, thanks to full-
duplex application program interfaces, 
or APIs, a set of tools for building software 
applications, that can be implemented by 
both a user and an organization. “All these 
capacities, none of which are physical, 
comprise new infrastructure, and building 
materials for countless new businesses, for 
banks and for everybody else,” says Searls.

One of those new business lines is 
based on the idea that people can be com-
pensated for services such as creating 
music, or writing a book, in digital cur-
rency and then spend that money not just 
for online purchases like games, music or 
movies, but also for goods and services at 
participating businesses in the physical 
world, like a hotel or a restaurant.

Lešic Dimitri Palace hotel in Croatia is one of hundreds of businesses that now accept payment in Ven, an alternative currency.

The Future Of Money
Digital currencies are changing what money can be, and 
widening the way society determines and trades value.

 BY JENNIFER L. SCHENKER

Some have even predicted 
that more people would use 
Facebook Credits than the 
euro from the moment they 
are available for use outside 
of cyberspace.
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The History  
Of Money

For example, two-year-old Bitcoin, a 
peer-to-peer electronic payment system 
based on cryptographic proof, allows par-
ticipants to transact directly and anony-
mously with each other, without the need 
for a third party such as a bank, credit 
card company or money-transfer service.

 ALTERNATIVE CURRENCIES 

The service appeals to geeks, libertar-
ians, dealers in illegal drugs and money 
launderers, but also to a swelling group 
of people who are committed to the 
so-called “triple bottom line” – that is, 
measuring success not only by economic 
gain but also by environmental and social 
criteria. “Alternative currencies have so-
cial, moral, nonfinancial values encoded 
in their DNA,” says Innotribe’s Schlegel.

Bitcoin, for example, a digital currency 
project started by an academic and built 
through mass collaboration, is not out to 
maximize profits. It offers a number of 
advantages over traditional ways of mov-
ing money. “It is free, it takes 40 minutes 
or less instead of days and the service is 
available 24/7 including bank holidays,” 
says Donald Norman, a scheduled speaker 
at Sibos and a co-founder of the Bitcoin 
consultancy, a team which specializes 
in developing software for Bitcoin and 
running its exchanges. 

You can’t spend Bitcoin in as many plac-
es as you can use traditional currency, at 
least not yet. But real world businesses are 
accepting it and people are already short 
selling it and stealing it – just like they do 
with currencies in the physical world. 

One of the biggest challenges for Bit-
coin is its network can handle only a frac-
tion of the traffic that it anticipates. A 
team of software developers are working 
to make the network more resilient, on 
the assumption that demand will soar. 

Hub Culture, which pioneered the 
alternative currency space, also has big 
ambitions. In contrast to Bitcoin’s and 

Ripple’s decentralized approach, Ven 
trading goes to a central repository and 
Hub Culture tracks who has what. 

While you can’t transfer Ven back to 
cash you can use it to buy property, cars, 
coffee or carbon credits from participat-
ing merchants. You can also use it to pay 
for things on Facebook. 

Josh Wyatt, director of hospitality 
and leisure at private equity firm Patron 
Capital Partners, says he believes iPhone 
and iPad- toting 18 to 28 year olds will 
naturally embrace alternative currencies. 
He is exploring using Ven as a payment 
option for a chain of European hostels 
called Generator. “This is a step change 
in terms of how people will use currencies 
across borders and across industries,” 
says Hyatt, who serves as an advisor to 
Hub Culture. “I think longer term as the 
product gets more well known and as it 
is proven to be a safe currency, the use of 
it will grow exponentially.”

When it was launched in 2007 Ven 
was assigned a value. Ten Ven equaled 
one dollar and Hub Culture began to sell 
it, allowing members to redeem their 
Ven at retail outlets willing to accept the 
currency.  The list of retail suppliers has 
grown to several hundred and Ven is now 
priced to a basket of currencies, com-
modities and carbon futures.

“Banks can benefit from working with 
us to grow the Ven economy and bring 
Ven to institutional trading,” says Stal-
naker. Hub Culture’s goal? Make the Ven 
a global reserve currency.

 It is unlikely that there will be a single 
reserve currency or a single global cur-
rency, says Stalnaker. Instead, a mix of 
physical and digital currencies will allow 
people to pick and choose new options 
for trade. Some already are. Don’t be sur-
prised if someday soon your waitress asks 
to be paid in Ven or Facebook Credits. 
The future is already here.

 BY GOTTFRIED LEIBBRANDT

There are good indications that money 
was not invented but arose naturally in 
multiple places. Mathematical models 
confirm the obvious: When people trade 
or barter multiple goods, they can sig-
nificantly reduce transaction costs by 
using one good as a “hub.” First, they 
trade their own good against the hub-
good; then they use this hub-good to 
get the good they really want. Forex 
traders use this system today. Instead of 
making a market between the Angolan 
kwanza  and the Bolivian boliviano, they 
use the Dollar as a hub, selling kwanza 
for dollars and then using dollars to 
buy bolivianos. 

The ideal hub-good is non-perishable, 
not easily obtainable, dense in terms of 
value to weight/volume, and useful in 
itself. Shells and salt  in neolithic societies, 
grain in Mesopotamia, cows for dowries 
in Sudan, cigarettes in prisons and camps, 
mobile-phhone minutes in Africa -- they 
all fit several of these requirements and 
have been used as money. The historic 
winner, of course, is gold, which con-
tinues to play a prominent money role 
today, in central bank vaults and around 
the necks, wrists and fingers of women 
in many emerging markets. 

Starting from these naturally arising 
hub-goods, there have been at least three 
major innovations: coins, representative 
money and fiat money. 

The oldest metal coins date to the 11th 
century BC in China and the 8th century 
BC in Greece. Typically coinage was an 
official privilege, awarded to a mint. The 
mint would take a cut, so a coin would 
contain slightly less than the equivalent 
worth of precious metal. 

The first paper banknotes arose in 
7th century BC China, evolving from 
merchant receipts of deposit of precious 
metal. These receipts are representative 
money: They have no intrinsic value but 
represent a claim to something valuable. 
They are essentially tradable IOUs. Ital-
ian Renaissance merchants and bankers 
finessed this concept with cheques.

In today’s world, commercial bank 
deposits make up the bulk of the money 
supply. These deposits can also be seen 
as a logical extension of the first paper 
banknotes: they too represent a record 
of deposit, albeit that the form of this re-
cord is no longer paper but electronic. 
Fiat money derives its value purely from 
government decree or law (fiat is Latin for 
“let it be done”). First used in China in the 
11th century, government-issued paper 

notes were theoretically convertible to 
silver or gold, but conversion was seldom 
allowed in practice. Perhaps not surpris-
ingly, this first recorded use of fiat money 
led to the first recorded hyper-inflation 
that ultimately left the money worthless.

History has also seen many attempts 
but no successes with scrip money, which 
is paper money not backed by either a 
government decree or a claim to a com-
modity like gold. Recent experiments 
with electronic scrip money have met a 
similar fate: remember Beenz and Flooz? 

So here is the challenge for Internet, 
social, virtual and other new currencies: 
Can they break this historic pattern and 
become a fourth major money innovation? 

 

Gottfried Leibbrandt is head of marketing 

at SWIFT, the Society for Worldwide 

Interbank Financial Telecommunication. 

Prior to joining SWIFT in 2005, he worked 

as a consultant for McKinsey. He holds 

an MBA from Stanford and earned a PhD 

with a thesis on “network effects in the 

adoption of payment systems.”
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Banks and mobile operators have been 
vying to dominate the mobile payments 
space but Silicon Valley companies could 
end up reaping the richest rewards.

The reason?  It is not those that process 
the transactions but rather the companies 
that manage to leverage the rich informa-
tion in the electronic trail clients leave 
behind – the so-called digital slipstream 
- that will win in the networked economy, 
say industry observers. 

“Clients live in the digital slipstream,” 
says Dan Marovitz, a Deutsche Bank man-
aging director and a scheduled speaker at 
Sibos, an annual banking industry confer-
ence taking place in Toronto, Canada, 
September 19 to 23. “The Internet com-
panies bank their business on it. Banks 
ignore the slipstream at their peril.”

In the U.S. and Europe the mobile 
payments focus is on near field com-
munications, or NFC, a technology that 
transforms mobile phones into electronic 
wallets.  Mobile wallets connect with a 
merchant’s payment terminal and not 
only record the sale but offer a whole host 
of other services, such as customer loyalty 
cards and wirelessly transmitted coupons. 

Successful entrants into the mobile 
payment space will need to think about 
new and different ways in which consum-
ers might save and spend their money 
- “ways that have nothing to do with to-
day’s default vendor run gimmicks such 
as loyalty cards  “sales”, coupons and re-
wards that are meant to trap us, herd us 
and shake us down for more money,” Doc 
Searls, a Silicon Valley technology seer 

and a scheduled speaker at Sibos, says 
in a recent blog post.  The real potential 
of mobile wallets is giving consumers 
“more control over how, why and where 
we spend (or actually save – as in a bank) 
our money,” says Searls. 

For banks looking to cater to custom-
ers in markets like the U.S. and Europe 
that might mean developing value-added  
mobile services based on both presence 
and preference, such as one that allows 
consumers in a store to instantly check 
whether they can afford – and how they 
might finance – a coveted big ticket item.  
Consumers will “pay for value, including 
services that make our wallets serve us,” 
says Searls.

  A TREASURE TROVE OF DATA 

But it is not just about getting consum-
ers to pay for new services. Data about 
consumers is worth money – lots of it. 
Google makes money by leveraging its 
view on customer preferences – what 
they choose, browse, purchase, view, like, 
dislike, repeat, enjoy and ignore– whereas 
banks make money on and view the actual 
transaction. The margin banks make on 
domestic and cross-border transactions 
continues to plummet globally, notes 
Marovitz. Banks can’t protect margins 
by continuing to do the same thing when 
faced with regulatory changes, well-in-
formed clients and a tough competitive 
environment, he says.

He urges banks to follow the example 
of Silicon Valley companies like Google. 
The search engine giant, which is set 
to launch its NFC-based mobile wallet 
service this Fall, has already received 
backing from a number of retail and fi-

nancial service companies. While lack of 
hardware and a sole telecom partner will 
limit its initial reach, industry observers 
say Google is in a very strong position to 
become as powerful a facilitator of physi-
cal world transactions as it is online.

Ditto for Apple.  More than 200 million 
people already have Apple iTunes ac-
counts tied to credit cards with one-click 
purchase capability and the company has 
reportedly filed patents for a smart wal-
let. Apple “is going to be a serious force,” 
predicts Mark Beccue, an analyst at New 
York based ABI Research.  

For its part, PayPal, now owned by 
online auctioneer eBay, is already mak-
ing $3 billion a year in mobile payments 
and expects to grow that business to 
$7.5 billion by 2013, says Martin Herbst, 
director of operations and strategy for 
PayPal Mobile. The company is rolling 
out mobile applications that allow for 
point-of-sale transactions at 500 pizza 
shops in the UK and some 3,000 retail 
outlets in the Netherlands.

Then there is Square, launched by 
Twitter co-founder Jack Dorsey. Earlier 
this year Square announced a new app 
called  Card Case, which allows consum-
ers, after a one-time manual registration 
process, to open a tab at a particular mer-
chant to pay for in-store purchases via 

an iPhone app instead of swiping their 
credit cards. The app can be used to see 
what’s for sale and to review receipts and 
purchase history and includes a directory 
of stores nearby that accept Square. 

 BANKING ON THE FUTURE 

Banks are not ceding the market. For 
example, BNP Paribas and Credit Mutuel 
CIC banks are participating in a large-
scale trial of NFC-based payment systems 
in France, paying four French mobile op-
erators to host the payment application 
on their SIM cards.

And, in the U.S. banks have fought to 
become part of ISIS, a mobile wallet initi-
ative led by AT&T, T-Mobile and Verizon.  
Initially, ISIS hoped to capture the entire 
customer transaction without including 
banks in the program , says Ryan Hughes, 
ISIS’s chief marketing officer. The banks 
pushed back so ISIS, which will be paid a 
fee for hosting payment cards in its wallet, 
now includes Visa, Mastercard, American 
Express and Discover.

But a Bank of America or a Deutsche 
Bank is big enough in its home market to 
launch its own consumer-facing mobile 
app services and reap bigger rewards 
from mining the data, argues Marovitz. 
Banks have to decide whether to lever-
age the digital slipstream to do more, he 
says, or watch potential profits slip away.

Mobile Money: Monetizing The Digital Slipstream
The view of the man on the left is the one captured by Google. The one on the right is banks’ view of the digital slipstream: they learn little about their customers’ preferences.

“Banks ignore the slipstream 
at their peril,” says Dan 
Marovitz, a Deutsche Bank 
managing director

BY CHARLES WALLACE AND
JENNIFERL. R SCHENKER
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BY JENNIFER L.R SCHENKER

With all the hype around Google Wallet, 
many people think mobile money will 
be driven by the U.S. But the biggest 
growth – and the greatest amount of 
innovation – is coming from the devel-
oping world, in places like Pakistan, 
India and Bangladesh.

Over half of the world’s population 
lives without reliable banking institutions, 
relying instead on cash stuffed under the 
mattress and the use of informal couriers. 
In India alone there is an opportunity 
to add at least 300 million people to the 
banking system. 

Today there are 100 million mobile 
money users, by 2012 that number is set 
to double to 200 million and, if pundits are 
right, there may be 900 million by 2015. 

Banks have been ceding the emerging 
market to the carriers, squandering an 
opportunity to serve a vast swathe of cus-
tomers who are otherwise out of reach.

But that is starting to change, as banks 
realize the potential of mobile money.

MCB Bank, which pioneered the space 
in Pakistan, attracted close to 100,000 
users clocking $27 million in payments 
during the first year, says Qasif Shahid, 
head of remote banking and business 
development at MCB Bank. 

As customers became active on the mo-
bile channel it redefined their relationship 
with their bank account, he says. The true 
potential of “mobilizing” customers is not 
just about generating fee income or trans-
actional revenue but engaging customers 
at higher levels with their transacting 
accounts and making money through 
increases in their average monthly bal-
ances, says Shahid. “Mobile payments 
are to bank accounts what Blackberry 
handsets are to emails.” 

MCB has since announced that it is 
teaming with Nokia to bring mobile bank-
ing to a wider audience in Pakistan.

Indian banks are not standing by idly. 
ICICI Bank has formed a joint venture 
with Vodafone Essar to offer a bouquet 
of financial products such as savings ac-
counts, pre-paid instruments and credit 
products through a mobile phone - based 
platform. ICICI bank plans to leverage the 
distribution strength of Vodafone, which 
manages around 1.5 million retail points 
which can be used to aquire customers.

The State Bank of India and Bharti 
Airtel have announced a joint venture to 
offer customer mobile money transfer, 
mobile payments and cash-in, cash-out 
remittances across India. Airtel will hold 
49%, while SBI will hold a 51% stake in 
the venture. The partners are investing 
an equal amount in the business. They’re 
targeting 3-4 million customers in the 
first year.

The State Bank of India has also tied up 
with Western Union to offer cross-border 
money transfers to SBI account holders 
on their mobile phones.

Yes Bank has partnered with Nokia 
and Obopay to launch Mobile Money Ser-

vice, which enables transfer of money to 
individuals, payment of utility bills and 
recharge of prepaid SIM cards (top-ups). 
The SMS-based service is being delivered 
by the Obopay platform over handsets. 
And Union Bank has partnered with 
Nokia and Obopay to launch financial 
services through mobile phones for users 
and businesses. 

National Payment Corporation of India 
is helping to stimulate the market with a 
new service that is set to revolutionize the 
retail money payment sector.

Through the service, consumers can 
transfer money from their accounts to any 
other account in the country using their 
mobile devices. It is being billed as the 
world’s first national instant, real-time, 
24×7 fund transfer facility in the retail 
payment sector.

Further, NPCI’s interbank mobile pay-
ment system (IMPS) will be the first in 
the world to allow such transactions be-
tween individuals to be routed in tandem 
through the bank and the mobile services 
provider. There is a cap of 50,000 rupees 
per day on mobile transactions, according 
to RBI guidelines .

NPCI has proposed 10 paise as switch-
ing fee for mobile money transfers using 
the Inter Bank Mobile Payment Services 
(IMPS) from April 1. 

The company had planned to charge 25 
paise for each successful transaction from 
the remitting bank for the next financial 
year. The reduction in the fee is expected 
to provide momentum and impetus to mo-
bile-based financial transactions, according 
to a press release issued by the corporation. 
In fact, for the current financial year, the 
fee has been waived to promote the prod-
uct. While this charge will be applicable to 

the sending bank, banks have the freedom 
to charge their respective customers ac-
cording to their policies. 

Nokia is also helping to stimulate the 
market by offering banks the ability to ex-
tend their reach by providing registration 
and cash-in and cash-out services. There 
are a total of 80,000 bank branches in In-
dia – however, Nokia alone has 200,000 
retail outlets in the country. Union Bank 
of India, for example, which has 4,000 
outlets could extend it’s reach five-fold 
through the use of only 10% of Nokia’s 
retail locations. 

Nokia is expanding its mobile money 
activities into Pakistan, through its part-
nership with Pakistan’s MCB. Fundamo, 
which sells mobile financial platform 
technology and was recently acquired 
by Visa, is taking part in that project. 

Fundamo is also involved in a project 
launched last month in Dhaka, Bangla-
desh by bKash, a joint venture between 
BRAC Bank and US-based Money in Mo-
tion. This project aims to provide mobile 
financial services to the 83% of the popu-
lation living on less than $2 a day.

In Bangladesh only 9% of the population 
is banked but 44% own a mobile phone. 

This target audience may be a far cry 
from the kind of customers being targeted 
by Google Wallet in the U.S. However, 
the potential for mobile banking in devel-
oping nations is huge and the market is 
moving fast, representing a large growth 
opportunity for players that get in quickly.

The Mobile Money 
Opportunity in 
Emerging Markets
Banks are rolling out mobile money services 
in India, Pakistan and Bangladesh.

 INDIA HAS 1.2 BILLION PEOPLE.  

 TODAY ONLY  
 ABOUT 200  
 MILLION PEOPLE  
 ARE BANKED,  
 MOST HAVE DEBIT  
 CARDS AND USE  
 THEM FOR CASH OUT.  

 THERE ARE 750 MILLION  
 MOBILE SUBSCRIBERS.  

 85% OF TRANSACTIONS ARE   
 MADE IN CASH.  

 THERE IS AN OPPORTUNITY TO ADD  
 AT LEAST 300 MILLION PEOPLE TO THE  
 BANKING SYSTEM.  

Mobile money will give people in countries like India

and Bangladesh their first access to basic and secure 

financial services.

Mobile payments are to bank 
accounts what Blackberry 
handsets are to emails
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Anyone can get lucky. But a few years 
ago, when owners of a casino looked 
on as a player at a roulette table was 
cleaning up, they were fairly certain 
that Lady Luck had little to do with his 
good fortune. The problem, though, was 
that there was just too much happening 
in a short Las Vegas minute for human 
eyes to catch the scam. 

That’s where Jeff Jonas came in. A pio-
neer in the growing field of analysis of big 
data – the analysis of massive amounts of 
information -- Jonas developed  analyti-
cal software that was able to sift through 
billions of bits of data collected on the 
casino’s employees and thousands of 
guests, and come up with a theory about 
what was happening at the roulette table. 

“It’s like trying to put together five 
puzzles at the same time, with all the 
pieces piled up on the floor,” says Jonas, 
a scheduled speaker at Sibos in Toronto 
Sept. 19-23, a conference that is expected 
to attract more than 8,000 banks.  “You 
start by pulling out the pieces and putting 
ones that are similar together in a separate 
pile, until you start to see relationships.”

Back at the casino, his software -- 
dubbed NORA, short for No Obvious 
Relation Awareness -- sifted through the 
data collected by the casino and came 
up with one startling piece of informa-
tion. The dealer at the roulette table and 
the player who was repeatedly beating 
the house had once shared the same tel-
ephone number. The dealer provided 
the number on her application for a job 
at the casino, and the player gave the 
same number on his registration form 
at the casino hotel. “It turned out that 
they were once roommates,” says Jonas, 
a pioneer in link analysis whose work 
in the field included an analysis of the 
connections between the Sept 11 terror-
ists. Jonas in 1984 launched a company, 
Systems Research & Development, which 
was acquired by IBM in 2005. SRD’s tech-
nologies formed the foundation of the 
IBM Entity Analytics Group. He is chief 
scientist of the group. 

With the growth of the Internet, net-
worked commerce, and the spread of so-
cial media such as Facebook, companies 
are increasingly becoming overwhelmed 
by the data they collect. Experts call it 
“enterprise amnesia”. A company is so 
swamped with new data that it “forgets” 

what is contained in data already stored. 
There is so much data available, com-
pounded by massive new inputs each 
day,that it is not possible for humans to 
make sense of the information. Yet it is 
becoming increasingly clear that there is 
enormous economic value locked away in 
this data chaos. Companies that are able 
to make sense of it will be the winners of 
the networked economy. 

 FORECASTING ECONOMIC EVENTS 

One of the hottest trends in big-data 
mining is the use of data to forecast eco-
nomic events. Conventional economic 
indicators rely on a complex and time-
consuming data-gathering process that 
usually produces an accurate picture of 
economic activity, but one that is already 
dated when published. Take Germany’s 
report on GDP for the second quarter of 
this year. When the data were published 
in August, they showed that Germany’s 
economy barely budged in the second 
quarter, causing panic that Europe’s lo-
comotive was grinding to a halt. Details of 

the report were only available weeks later, 
showing that the sudden drop in eco-
nomic activity was caused by Germany’s 
decision after the Fukushima accident to 
shut down seven nuclear power plants. 
The apparent slowdown in the economy 
was caused by a sharp drop in electricity 
output, not manufacturing or services. A 
real-time snapshot of the economy would 
have given a much clearer picture.

The folks at SWIFT,  a global financial 
services provider, are thinking about just 
such a solution. SWIFT is developing a 
tool to analyze the millions of transac-
tions it manages every day as the basis to 
predict where the economy is heading. 

On average, SWIFT handles about 
17 million messages per day, or nearly 
5 billion a year, says Francis Martin, the 
product manager in charge of the devel-
opment of the SWIFT Index. The index 
is created by using a subset of transaction 
messages called MT103, which reflect 
interbank payments. “These payments 
are related to activities in the economy, 
some transaction between one corpora-
tion and another,” says Martin. “This is 

the link between economic activity and 
those types of transactions.”

 THE SWIFT INDEX 

Using the analysis of this huge data 
set, Martin says, SWIFT is able to pro-
duce an index that reflects real econom-
ic activity in the current and previous 
quarters -- and predicts activity for the 
next quarter. Other leading indicators, 
such as industrial production or indus-
trial orders, also can suggest where the 
economy is headed, but  publication of 
these figures is delayed by as much as two 
months. Martin says SWIFT can produce 
its index within days of the close of any 
given month. Other indicators are based 
on anecdotal evidence. For example, the 
purchasing managers index, or PMI, is 
based on surveys of purchasing managers’ 
intended purchases. By contrast, Martin 
says, “the SWIFT Index is based on facts. 
There is real traffic behind it.” 

Tools are also being developed that 
could help corporations in other sectors 
reap economic benefits from trillions of 

It is becoming increasingly 
clear that there is enormous 
economic value locked away 
in this data chaos. Companies 
that are able to make sense 
of it will be the  winners in the 
networked economy

Reaping Big Benefits  
From Big Data

New tools help people and companies to extract key insights from massive amounts of data.

 
BY WILLIAM BOSTON
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bits of data. A May report published by 
consultancy McKinsey says a retailer 
that uses big-data analysis to better un-
derstand consumer behavior could ex-
pect to improve its operating margins 
by 60 %. If the U.S.  health care industry 
were to use big data effectively, savings 
to the tune of $300 billion a year could 
be achieved, cutting national health care 
expenditure by 8 %, the report says. In 
Europe, public administrations could 
save as much as ¤100 billion a year just 
by making bureaucracy more efficient. 
Even more savings could be achieved by 
using big data analysis to reduce fraud, 
administrative errors, and reducing the 
gap between potential tax revenue and 
actual tax collected, a perennial problem 
for public budget planners. In manufac-
turing, McKinsey estimates that big-data 
tools could help companies reduce prod-
uct development and assembly costs by as 
much as 50 %. And the nascent industry 
for global personal location data could 
become a $100 billion business for service 
providers and provide as much as $700 
billion in value to consumers. 

  NEW TOOLS TO FIGHT FRAUD 

That’s not all. With the development of 
tools that allow financial services compa-
nies to mine their mother lode data also 
comes new power to prevent scams that 
can cost  millions each year. Consider 
the popular “fake grandson” scam. In a 
case study provided by IBM, MoneyGram 
International was able to spot the scam 
before one of its customers got stung. 
The ploy worked like this: a 100-year-old 
grandmother was contacted by a fraud-
ster who claimed that her grandson was 
in jail and needed $2,500 for bail. The 
person who called was so convincing that 
grandma was distraught and more than 
happy to wire the money as soon as pos-

sible. But when grandma provided the 
details to MoneyGram, software work-
ing in the background identified several 
bits of information that in combination 
raised digital red flags, and classified the 
transaction as high-risk and suspicious. 
Once identified, MoneyGram staff were 
able to scrutinize the request and discover 
that it was fraudulent  – before grandma’s 
money was wired to a con artist.

In the case of the grandson scam, the 
ability to detect fraud quickly was crucial. 
Now consider how important that could 
be for tracking terrorism finance, money 
laundering, or some other high-stakes 
financial crime. As the stakes go up, detec-
tion speed is of the essence. “This is really 
all about taking huge amounts of data and 

analyzing them in real time,” says Larry 
Ryan, chief technologist for the financial 
services industry at Hewlett Packard.

Like rival IBM, HP sees a huge oppor-
tunity in creating the  tools banks and 
other financial services companies need 
to do this kind of analysis.  HP has made a 
few acquisitions  to get big -data analytics 
capabilities in-house. One  was Vertica, a 
Billerica, Mass.-based company  formed in 
2005, whose customers include Verizon, 
social gaming site Zynga, and the equities 
trading platform Pink OTC Markets Inc. 

The challenge of capturing, storing, 
and analyzing  the data, while keeping 
costs under control,  is daunting. Pink 
OTC amasses millions of new records 
every day. Traders use a Web-based dash-
board to analyze real-time market data, 
get quotes, and trade more than 8,000 
U.S. equities and a growing number of 
international equities. Pink OTC says it 
opted for Vertica instead of expanding 
its conventional database infrastructure, 
because Vertica is faster than other da-
tabases and reduced hardware costs by 
50 % to 90 %. 

Such tools are likely to be in big de-
mand as companies  strive to leverage and 
profit from big data. Says the McKinsey 
report: “Our research suggests that we 
are on the cusp of a tremendous wave of 
innovation, productivity, and growth, as 
well as new modes of competition and 
value capture – all driven by big data as 
consumers, companies, and economic 
sectors exploit its potential.”
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 GDP AND SWIFT PAYMENTS SHOW A SIMILAR TREND 
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Realizing that financial markets are looking for a robust, accurate, 
real-time indicator of economic activity, SWIFT is developing a 
tool to analyze the millions of transactions it manages every day 
as the basis to predict where the economy is heading

The Value of Big Data
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 SQUARE 

(WWW.SQUARE.COM)
SAN FRANCISCO, CALIFORNIA
What it does: mobile payments
Why it’s hot: The company was created by Jack 
Dorsey, a co-founder of Twitter; it raised $100 
million last June in a financing round led by 
Kleiner Perkins Caufield & Byers; its board 
members include Lawrence Summers, Mary 
Meeker and Vinod Khosla.
 

 QUID  

(WWW.QUID.COM)
SAN FRANCISCO, CALIFORNIA 
What it does: Software that captures data, 
structures it, and enable clients such as banks, 
funds and corporations to visualize and 
interact with the information.
Why it’s hot:  It counts some of the world’s 
largest technology companies as clients, and 
it investors include PayPal’s Peter Thiel and 
Atomico, the venture fund founded by Niklas 
Zennstrom, a co-founder of Skype. 

 CREDITSESAME.COM  

(WWW.CREDITSESAME.COM)
SUNNYVALE, CALIFORNIA
What it does: A free online service that helps 
people take control of their finances by 
monitoring –— in one place — their credit 
scores, loans and debt.
Why it’s hot: The company, which raised $6.5 
million in a series B funding round earlier this 
year, is helping consumers manage nearly half 
a billion dollars in loans.

 COVESTOR  

(WWW.COVESTOR.COM)
LONDON, ENGLAND
What it does: peer to peer equity investing for 
the ‘mass affluent’ ($100,000-$1 million in 
investable assets) who have too little money 
to engage a private banker, but don’t like the 
mutual fund industry. 
Why it’s hot: Empowers everyday people to 
experience investment returns comparable to 
those of proven investors. 

 STOCKTWITS  

(WWW.STOCKTWITS.COM)
SAN DIEGO, CALIFORNIA
What it does: a social microblogging service that 
allows users to see which stocks are trending.
Why it’s hot: It has a cult following among 
market-watchers, the service can now be 
accessed on the CNNMoney site and the 
recent gyrations on Wall Street have sent its 
traffic soaring 200%.

 KLARNA  

(WWW.KLARNA.SE)
STOCKHOLM, SWEDEN
What it does: Payment solutions that increase 
sales for the e-commerce sector.
Why it’s hot: Klarna is positioning itself  
as a key player in the $40 billion global 
payments market.

 ETORO  

(WWW.ETORO.COM)
TORTOLA, BRITISH VIRGIN ISLANDS
What it does: Social trading platform.
Why it’s hot:  Etoro’s community powered 
network enables every investor to see, follow 
and automatically copy the actions of other 
investors in real time. It has over 1.75 million 
users in over 140 countries.

 WONGA  

(WWW.WONGA.COM)
LONDON, ENGLAND
What it does: Provides quick access to  
small, short-term loans via the Web and  
mobile phone.
Why it’s hot: It’s one of the fastest-growing  
Web businesses in Europe.

 LENDING CLUB  

(WWW.LENDINGCLUB.COM)
SAN FRANCISCO, CALIFORNIA
What it does: Peer-to-peer online loans 
marketplace, that acts as a financially-
attractive alternative to banks for borrowers 
and investors.
Why it’s hot: it has earned numerous awards, 
including a nomination as a 2012 World 
Economic Forum Technology Pioneer and 
raised $25 million in a series D round in August. 

 TXVIA  

(WWW.TXVIA.COM)
NEW YORK CITY
What it does: Enables electronic payments 
with a fully customizable platform-as-a-
service delivery model.
Why it’s hot: Its clients include some of the 
world’s largest payments companies.

 FNZ  

(WWW.FNZ.COM)
LONDON, ENGLAND
What it does: enterprise cloud computing and 
services for the wealth management sector
Why it’s hot: Since 2004 it has evolved from a 
New Zealand startup to a global company that 
administers over £17 billion of assets on behalf 
of more than 300,000 end-customers in the 
UK, Australia and NZ.

 RETAILO  

(WWW.RETAILO.DE)
COLOGNE, GERMANY
What it does: distribution network for gift cards 
in Western Europe.
Why it’s hot: Three years after its launch, the 
company already offers prepaid and gift cards 
from more than 30 well-known brands in more 
than 22,000 outlets in four European countries.

 HUB CULTURE  

(WWW.HUBCULTURE.COM)
LONDON, ENGLAND
What it does: Social collaboration around a 
virtual currency called Ven.
Why it’s hot: Its virtual currency is growing 
fast and going mainstream: Thomson Reuters 
is expected to announce that, beginning in 
October, it will include the Ven along with 
other currencies on its terminals.

 BETTERMENT  

(WWW.BETTERMENT.COM)
NEW YORK CITY
What it does: Private investment accounts that 
replace regular savings accounts.
Why it’s hot: The service, which does not 
require any special knowledge of the market 
and financial products, is designed to earn 
more money for its users than a standard 
savings account while offering more flexibility 
than higher yield accounts. 

 ON DECK CAPITAL  

(WWW.ONDECKCAPITAL.COM)
NEW YORK CITY
What it does: Helps businesses get small 
business loan financing when traditional bank 
loans are not an option.
Why it’s hot: It has provided over $150 million 
in loans to date.

To identify the most promising companies Informilo editor-in-chief Jennifer L. Schenker 
asked some of the most active investors in the sector to nominate and evaluate 15 
companies outside their own portfolios. The ten companies on the Early Stage Companies 
To Watch list are the finalists in a SWIFT Innotribe competition. (Informilo was one of the 
contest’s media sponsors). The ten early stage companies have been invited to present at 
Sibos, an annual banking industry conference, in Toronto, Sept. 19-23. Two winners will walk 
away with $50,000 each.
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 EARLY STAGE COMPANIES TO WATCH

 BILLSHRINK 

(WWW.BILLSHRINK.COM)
REDWOOD CITY, CALIFORNIA
What it does: Cost-cutting search engine
Why it’s hot: Its recommendations on how 
consumers can save the most money on 
services such as wireless plans and credit cards 
have been integrated into ConsumerReports.
org, Walmart.com and T-Mobile’s services. 

 CELLFONY  

(WWW.CELLFONY.COM)
VERSAILLES, FRANCE
What it does: Offers an anti-malware mobile 
payment and card reader solution. 
Why it’s hot: It makes a mobile payment wallet 
and UMV card reader as simple and secure as 
a chip and PIN.

 CHANGEIT CANADA  

(WWW.CHANGITCANADA.COM)
ONTARIO, CANADA
What it does: automates online charitable giving 
by offering donors a simple and secure way to 
donate small change to causes with every debit 
and credit transaction.
Why it’s hot: It is helping make charitable giving 
a part of people’s everyday transactions.

 DUO SECURITY  

(WWW.DUOSECURITY.COM)
ANN ARBOR, MICHIGAN
What it does: Offers authentication as a service 
to thwart account and data breaches and theft.
Why it’s hot: Its two-factor authentication, 
which aims to frustrate the bad guys, not the 
users, has won the company industry acclaim.

 FACECASH  

(WWW.FACECASH.COM)
PALO ALTO, CALIFORNIA 
 
What it does: Replaces plastic payment cards, 
letting you pay with your phone and sign with 
your face.
Why it’s hot: It has already convinced local 
businesses, including Subway restaurants, to 
accept its unique online payments system. 

 TRANSFERWISE  

(WWW.TRANSFERWISE.COM)
LONDON, ENGLAND
What it does: an online currency exchange 
service that allows people to exchange 
currency using mid-market rates for a flat fee.
Why it’s hot: Users avoid banks and brokers and 
save the 5% commission they usually collect 
for exchanging currency.
 

 MIICARD  

(WWW.MIICARD.COM)
EDINBURGH, SCOTLAND
What it does:  User-centric federated identity 
solution. 
Why it’s hot: Miicard is short for My Internet 
Identity card. It’s a digital passport that proves 
“you are who you say you are” so you can apply 
for financial  products and buy and sell securely.

 WAVE ACCOUNTING  

(WWW.WAVEACCOUNTING.COM)
TORONTO, CANADA
What it does: Offers easy online accounting for 
small businesses.
Why it’s hot: Its software lets the numbers 
crunch themselves and it’s free.

 SYNERSCOPE  

(WWW.SYNERSCOPE.COM)
EINDHOVEN, THE NETHERLANDS
What it does: Visualizes relationships in Big 
Data event records including web traffic, 
payment transactions, mobile call records and 
IRC logs.
Why it’s hot: SynerScope allows a user to look at 
millions of transactions simultaneously and at 
any moment have instant drill-down capability 
to individual, detailed data records.

 GUARDTIME  

(WWW.GUARDTIME.COM)
SINGAPORE
What it does: Software-generated keyless 
signatures provide proof of signing authority, 
signing time, and integrity for data stored on 
disk, residing in the cloud, or in transit across 
networks. 
Why it’s hot: The signature never expires and 
its verification is based solely on mathematics, 
eliminating the need for secrets or keys.

THE TOP 25 
FINANCIAL SERVICES 
START-UPS
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a key role in securing and disseminating 
personal data, which is increasingly seen 
as a new asset class. (See the page 2 story.)  
As exciting as those possibilities sound, 
most banks today are not innovating fast 
enough — if at all. And other players are 
rapidly filling the void, leaving retail 

banks detached from consumers by a 
layer of technology.   For example, the 
introduction and explosion of the iTunes 
store was significant for banking, because 
the “app” has disrupted the retail financial 
services distribution platform by changing 
ownership of the customer experience, 
says King. Today banks that want cus-
tomers to have access to their banking 
through a mobile “app” no longer have 
direct access to customers. Customers 
download the “bank” from Apple, Google, 
or other app store providers ; banks need 
to meet the criteria of the Silicon Valley 
giants’ marketplaces before customers 
can access that functionality. 

Then there are the telcos.  Canadian 
carrier Rogers Telecom, which an-
nounced in September that it has applied 
for a banking license, is the latest mobile 
operator to muscle in on the mobile wal-
let and payment space. Others include 
Safaricom in Kenya, Orange in the UK, 
the ISIS consortium in the US and LG 
Telecom in South Korea. 

Should banks be worried? “They should 
be terrified,” says King. Here’s why: com-

bining a prepaid debit card with a pre-
paid mobile phone makes a lot of sense to 
customers. There is really no difference 
between making a telephone call, an ATM 
withdrawal or a debit card transaction at a 
merchant — they are all just transactions 
from a value store, says King. 

In developed markets, King reckons 
such services will likely result in the 
loss of around 10% of the retail banking 
consumer market in the next five years. 
That is not all: aggressive moves by mo-
bile operators mean that banks could also 
struggle to expand their businesses in the 
biggest growth markets, where mobile 
banking services for the unbanked are 
booming. (See the page 7 story).

There is another big, potential down-
side for banks: losing touch with their 
own clients. “The day-to-day retail 
front-end of banking becomes owned by 
telcos, App stores, social networks and 
marketing organizations,” says King. “The 
bank becomes the back-end manager of 

risk and the product manufacturer.”  
In that scenario banks end up reaping the 
lowest margin of the entire value chain 
because their cost structures, organiza-
tion charts and metrics are not adaptable 
enough to reposition themselves against 
these new behaviors and operating mod-
els, says King.

If banks are to avoid that future, banks 
need to start doing what Apple and Goog-
le do: leverage the rich information in 
the electronic trail clients leave behind 
– the so-called digital slipstream, says 
Dan Marovitz, a Deutsche Bank manag-
ing director (see the page 6 story). This 
is not about processing transactions in 
mobile wallets. It is about the informa-
tion generated before, during and after 
the transaction and how a consumer’s 
behavior can be influenced. Marovitz 
says he sees no reason why large banks 
can’t design services that would directly 
engage consumers and effectively lev-
erage that data to offer new services.  
Banks also need to keep a close watch on 
Facebook, not just because they might 
learn how to better use social network-

ing to build communities and engage and 
serve customers but because Facebook is 
now a competitor of sorts.

Facebook threatens the control tra-
ditional institutional structures have 
had over currency and personal iden-
tity, says Miemis, who is spearhead-
ing a research project on the future of 
Facebook, co-sponsored by SWIFT’s 
Innotribe. Indeed, there is speculation 
that Facebook credits could become a 

global virtual currency and there is even 
the possibility of Facebook becoming a 
bank. It is already acting as a data bank, 
playing a strong role in how we use iden-
tity on the Web and what information 
about ourselves and our social graph is 
shared every time we log in and interact. 
To best compete with such non-tradi-
tional players banks need to transform 
from a hierarchical to a more collabora-
tive culture and become more socially 
responsible. This will also enable them 
to attract the right kind of executives to 
lead in future, says Mark Dowds, an entre-
preneur and transformational consultant 
to corporations.

University of San Diego professor 
Frank Partnoy, a recognized expert on 
modern finance, believes banks need 
to halve the number of branches and 
employees. Bank branches that remain 
need to be re-energized to be as cool and 
engaging as an Apple store, says Skinner.

Like iTunes, banks’ online, mobile 
Internet services have to be so easy and 
engaging to use that customers are more 
comfortable dealing with a bank through 

these services than with any other, even 
for complex requirements, says Skinner. 
Simple wins. If banks can’t get rid of com-
plexity, others will.  Shamir Karkal is the 
co-founder of  U.S.-based BankSimple, a 
Web-based service with a user-friendly 
interface, designed from the start for mo-
bile. BankSimple plans to give users a real-
time snapshot of their financial health and 
offer services such as a way to calculate 
a “safe to spend” balance figure that au-
tomatically factors in expected monthly 
expenses. It will piggyback on partner 
banks’ infrastructure but will push its 
own brand to consumers. It has already 
garnered more than 50,000 subscribers. 

If banks want to enhance their own 
brands they need to scale. And the best 
way to do that is to open up application 
programming interfaces (APIs). “Banks 
need to harness the power of the develop-
ers out there,” says Citicorp’s Benjamin.

New services should also embrace new 
ways of engaging clients. Banks need to 

do a better job of using social networks 
like Twitter to listen to and communicate 
with customers, says Howard Lindzon, 
co-founder and CEO of StockTwits, a 
social microblogging service which allows 
users to see which stocks are trending. 
Customers are interested in relationships, 
says Silicon Valley seer Doc Searls. He 
predicts “every company is going to have 
to get personal again.” 

King sums it up this way: “The future 
of banking is about connections with 
your customers, engaging them when 
and where they need banking to solve 
a problem or provide a service.” Banks 
won’t be able to influence people with 
clever ad campaigns, better rates or talk 
of branch networks, he says. “The only 
differentiation will be how you anticipate 
their needs and service them in their day-
to-day life, wherever they may be.” Banks 
would do well to heed that advice, if they 
hope to have anyway near the staying 
power of Monte dei Paschi di Siena.

“The future of banking is 
about connections with your 
customers, engaging them 
when and where they need 
banking to solve a problem or 
provide a service.”

Thanks to available technology tools, banks can leverage their knowledge about a customer’s presence and preference to offer instant financing for big ticket items.

THE FUTURE 
IS HERE: ARE 
BANKS READY 
FOR IT?

CONTINUED FROM COVER

BY JENNIFERL. SCHENKER
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It’s fashionable these days to talk about 
personal attention as a commodity or 
even a currency. But in fact, it’s a dif-
ferent kind of phenomenon, one that 
is becoming more interesting now that 
the Internet makes it easier for busi-
nesses to pay attention to individual 
customers on a grand scale...even as 
many companies sometimes confuse 
attention with intention (to buy).  While 
companies (and some people) seek at-
tention because they expect to earn 
money through it, many individuals 
value attention as something intrinsi-
cally desirable in itself.

Attention is an action that has three 
quantifiable aspects: time, completeness/
division of the attention, and the value of 
the person paying attention.  

But what is the value of the attention?  
The challenge with valuing attention is 
that third aspect: It matters who’s giving 
it, and who’s receiving it.  In other words, 
it’s not a fungible commodity.  

One way to measure the value of at-
tention  is to look at actual transactions:  
Take Henry Kissinger: Would he show 
up to speak to you alone?  Probably not. 
How many people would he require in a 
room?   Perhaps 1000 people who paid 
$2995 each.  But he might also show up 
for free to talk to 10 heads of state, or one 
U.S. president. That gives you some indi-
cation of value, though it is hardly exact. 

Indeed, the value of  attention can 
be monetized, and a contract requiring 

someone to pay attention (as in giving a 
speech or appearing at a photo opp) can 
be bought and sold.  

 SUCCEEDING IN THE NEW  
 ATTENTION ECONOMY  

We buy and sell attention all the time, 
usually as part of some other transac-
tion. You pay extra to fly first class not 
just for the legroom and the drinks, but 
also for the extra attention from check-in 
personnel and flight attendants.That kind 
of attention is easily valued by looking at 
the premium people pay for it. 

The Internet is changing attention eco-
nomics by fostering peer-to-peer atten-
tion. People are spending lots of time on-
line paying attention to one another – and 
increasingly, they are trying to get atten-
tion rather than give it. Companies need 
to understand that one of their primary 
activities should be to give customers the 

attention they crave, not to demand their 
attention and then charge them extra for 
that attention to their brand.  

Much of this attention is measurable, 
at least superficially, by watching people’s 
online behavior. Who online gets the most 
attention vs. who gives it?  Companies are 
busily developing the metrics: number 
of Twitter or Google+ followers or Face-
book friends; reputation points for being 
a good seller, buyer or reviewer; Klout 
scores; game-player status or scores; and 
so on.  People value these attributes, not 
because they want to buy or sell them, 
since generally they cannot. They value 
them intrinsically, in part because they 
believe they will get better attention to 
themselves, from more valuable people.  
Many companies are now beginning 
to provide customers with metrics for 
their own behavior.  Take airline mileage 
points, for example.  A huge percentage 
are never cashed in; apparently, people 
value the status and the attention they 
earn, more than the “real” value.  

Thus, companies are creating new val-
ue systems for earning attention and pay-
ing attention to individual status. These 
systems are mostly self-centered.  You can 
move your friends from, say, Facebook 
to G+, but the value earned in World of 
Warcraft or on American Airlines doesn’t 
count for much elsewhere.

How can banks make use of the at-
tention economy? They can create au-
tomated attention of the fungible kind: 
tools and services that automatically 
answer people’s questions and perform 
their transactions as if they were getting 

personal attention.  Probably the best 
example of this in the financial world is 
Mint.com, which gives users individual 
analyses of their financial behavior  in a 
compelling way. 

Separately, of course, banks can do more 
with their own employees.  Like it or not, 
senior management will be getting atten-
tion... and the bank should ensure that it’s 
positive.  These days, every company needs 
a personality.  That comes not only from 
a few people at the top, but also from the 
many people in the middle and at the bot-
tom who interact with customers directly.  

 BUYING AND SELLING ATTENTION 

It comes from direct interactions, but 
also from managers’ and employees’ pres-
ence in social networks, on Q&A sites 
and everywhere else that the bank gives 
or receives attention in an increasingly 
transparent marketplace. 

The challenge is to ensure that senior 
staff get the right kind of attention – as 
trustworthy, intelligent, empathetic peo-
ple.  And that all customer-facing employ-
ees display those same characteristics in 
their interactions with customers.  To 
the extent that bank use careful hiring, 
effective training, and software and sys-
tems to guide employees to that kind of 
behavior, they will succeed in the new 
attention economy.  

The Economics of Attention
How banks might establish not just a presence but a personality in a networked social world

Esther Dyson, a well-known 
“Internet guru”, is an angel 
investor in a variety of online 
start-ups, mostly in the U.S. 
and Europe, focused on online 
services, healthy behavior and 
space travel. She also writes 
a monthly column for Project 
Syndicate, under the label of a 
“public intellectual.”
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Companies need to 
understand that one of their 
primary activities should be to 
give customers the attention 
they crave, not to demand 
their attention and then 
charge them extra for that 
attention to their brand.
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In the wake of the 2008 global financial 
crisis, I believe we need to rethink and 
rebuild many organizations and institu-
tions that served us well in the past but 
are beginning to falter.  Fortunately, 
the Internet lets us do this.  It slashes 
collaboration costs and makes possible 
completely new models of combining 
people, skills, knowledge and capital 
for economic and social development.  
Around the world, individuals and 
groups are working together, devel-
oping new businesses based on peer-
to-peer (P2P) collaborative networks. 

The financial services industry has al-
ways been the antithesis of P2P collabora-
tion. Hierarchy is deeply entrenched in 
this industry, for good reasons such as 
security, auditing, and regulatory compli-
ance.  But we are now seeing the rise of 
three types of P2P activities in this sector. 

First, financial services companies are 
moving beyond electronic mail, docu-

ment management and other primitive 
technologies to new collaborative soft-
ware suites like Jive and Moxie Software 
Spaces, which encourage P2P collabora-
tion within corporate boundaries.

 A NEW MODUS OPERANDI FOR   
 THE INDUSTRY? 

Second,  financial services companies 
are beginning to act as peers, and are col-
laborating rather than treating one an-
other as superiors or subordinates in the 
supply chain.  This is good. The industry 
needs a new modus operandi, where all 
of the key players (including banks, insur-
ers, investment brokers, rating agencies 
and regulators) embrace principles of 
transparency, integrity, collaboration 
and sharing of information.  For exam-
ple, banks should open up financial mod-
eling and make pertinent assumptions 
and data transparent to all interested 
parties. Among other things, such P2P 
collaborations could enable banks to value 
the trillions of dollars in toxic assets that 
are weighing down their balance sheets.

But the third and most interesting of 
P2P innovations in financial services is the 
growing number of lenders and borrow-
ers connecting directly via the Internet 
and avoiding the cost and frustration of 
dealing with banks altogether. 

These companies have names  like 
Zopa, Prosper and Lending Club, and 
they’re gaining ground.  According to esti-
mates by analysis group Gartner Inc., the 
value of outstanding loans transacted P2P 
will grow to $5 billion in 2013.  Although 
that’s still a paltry amount compared to 
the Wall Street titans,  the P2P model 
strikes at the core of the banking industry.  

 SIDESTEPPING THE BANKS 

Zopa, founded in 2005, describes it-
self as a social-banking platform “where 
people lend and borrow money with each 
other, sidestepping the banks.” Loan rates 
are determined by a bid-and-ask process, 
sort of like an eBay, though it spreads the 
risk of any borrower across 50 or more 
investors. There are already more than 35 
social-banking companies in more than 

20 countries. Proper in the U.S., Commu-
nity Lend in Canada, Smava in Germany 
and Qifang in China have similar models.  
Zopa has enjoyed 50% to 100% annual 
growth since its inception, and today the 
U.K. and U.S. social-banking market has 
outstanding loans of $700 million. 

These companies work to the advan-
tage of both lender and borrower. For 
example if one person is now receiving 
2% interest on a savings account and 
another is paying 29% on a credit card, 
a mutually-agreed 10% rate is a match 
made in heaven, giving the lender a ten-
fold increase in return while affording 
the borrower a chance to begin paying 
down the principal.  Typical  P2P bor-
rowers want to consolidate debts and pay 
off credit cards.

What these P2P networks do that banks 
can’t is let people align their investments 
with individuals or causes that they believe 
in.  Prosper accepts investments of as little 
as $25 and estimates its returns to be from 
6% to 16%. Borrowers can post their per-
sonal stories, endorsements from friends, 
and group affiliations, in an effort to win 
the hearts, minds and dollars of potential 
investors.  It’s easy to see why a growing 
number of consumers feel this is better 
than putting their money in a bank and 
watching it being gobbled away in fees. 

Is this the beginning of an outright so-
cial movement? P2P lending will certainly 
not displace the retail lending divisions 
of the big banks anytime soon. That said, 
social banking clearly offers many ad-
vantages, in developed markets as well 
as rising economies.  If some of the early 
hurdles can be ironed out. the phenom-
enon has a promising future. The sheer 
growth of the sector has certainly chipped 
away at the scepticism surrounding it and 
reinforced the viability of a more cost-
effective way for lending.  

Banks should find ways to embrace 
these new models rather than fighting 
them. Experience shows that such in-
dustry disrupters can hurt those who 
ignore or resist. 

 

Social Lending

The P2P model strikes at the core of the banking industry: increasingly borrowers and 
lenders are connecting directly via the Internet and avoiding the cost and frustration of 
dealing with banks altogether.

Don Tapscott was the closing 
keynote speaker at SIBOS 
2008.  He is the author of14 
books, including (with Anthony 
D. Williams) MacroWikinomics: 
Rebooting Business and 
the World.  He is an Adjunct 
Professor at the Rotman 
School of Management, 
University of Toronto.  

 BY DON TAPSCOTT
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Banks for a better world sounds like 
an oxymoron. A U.S. regulator has just 
sued 17 large banks and financial institu-
tions over losses on about $200 billion 
of subprime bonds. And consumer con-
fidence in banks is at an all-time low: in a 
recent brand study surveying customers 
of different financial institutions 60% 
to more than 80% of respondents said 
they did not trust their bank. 

No sector can expect to thrive after 
several consecutive years of having “its 
business, products and, above all, its 
management associated with accusa-
tions from the judiciary, politicians and 
society,” researcher Roland Schatz wrote 
in a blog post.

As if that were not bad enough, these 
threats are not the only ones putting the 
business of banks at risk. 

Millions of people, in both developed 
and emerging economies, are not be-
ing served at all by banks.  Actors from 
other sectors are stepping in to fill these  
gaps, using advances in technology.  
If banks do not act quickly, they risk be-
ing disintermediated. 

 RALLYING BANKS AROUND  
 SOCIAL FINANCING 

There are no quick fixes. But Innotribe, 
the innovation arm of SWIFT, a global 
financial services provider, is suggesting 
that there may be a way to collectively 
improve the balance sheets of banks by 
helping them repair the world. A potential 
bonus? A positive change to banks’ image. 
Innotribe will present its ideas at Sibos, 
an annual industry gathering taking place 
in Toronto September 19-23, at a session 
entitled “Banks for a Better World.”

The Innotribe initiative –which in-
cludes input from Ashoka social entrepre-
neurs — is not about charity or marketing. 
The Banks for a Better World idea is to ex-
plore how the core skills and accumulated 
experience of banks might be leveraged 
to better serve their existing customers 
and to significantly enlarge the number 
of people served. SWIFT “is the neutral 
middle of the financial services indus-
try; maybe there is a role for us to rally 
the banks around social financing,” says 
Martine De Weirdt, the member of the 
Swift Innotribe team driving the initiative.
One idea being floated is the creation of 
a $1 billion non-profit banking fund.But 
the initiative is not just about money. The 
transition to serving a broader customer 
base with a broader arsenal of technolo-
gies will require banks to take appropri-
ate action, as a group, to embrace and 
standardize new ways of doing business 
and new ways of engaging with a new 
range of customers. As a global banking 
organization with expertise in standard 
setting, SWIFT could play a role in fa-
cilitating this transition, says De Weirdt.

There is also industry-wide work 
that needs to be done on core values. A 
manifesto developed by Innotribe, with 

the help of Ashoka social entrepreneurs, 
points out that consumers are demanding 
more transparency and a better balance 
between profit and social values. If banks 
do not act to put social responsibility and 
social inclusiveness at the core of what 
they do, they risk being forced by govern-
ments to do so.

To this end, SWIFT is proposing to 
explore the benefit of collaboration on 
concrete initiatives that would allow 
banks and financial institutions to widen 
their focus.

If banks do not act to put 
social responsibility and social 
inclusiveness at the core of 
what they do, they risk being 
forced by governments to do so.

For instance, SWIFT will announce at 
Sibos that it is working with Bamboost, 
a Brussels-based start-up that aims to 
provide an online social community to 
support entrepreneurs in developing 
countries. Bamboost was co-founded by 
Alain Dresse, a former manager at SWIFT 
and McKinsey associate with a PhD in 

physics. Its board of directors and advi-
sory board includes SWIFT executives, 
microfinance experts, economists and 
technologists.

Innovative entrepreneurs with sustain-
able businesses often do not succeed due 
to funding gaps, says Dresse. Microfi-
nance institutions don’t have instruments 
to deal with a $25,000 cash requirement 
and such an amount is too small to attract 
traditional banks and social investors. 
Bamboost aims to help entrepreneurs 
that fall into this funding gap by tapping 
into the growing desire of corporate re-
sponsibility programs to become more 
involved in community build-up.

 BANKING UNDERBANKED   
 ENTERPRENEURS 

Bamboost is helping Swift develop 
a concrete program around “banking 
underbanked entrepreneurs,” inviting 
major financial institutions to participate. 
“Banks  are looking for how they can have 
social impact,” says Dresse. “A cause that 
is close to their core business is financing 
small entrepreneurs, so it makes sense for 
the banks to try and get together to find a 
solution for that missing link.”

Bamboost, which plans to soon launch 
its first pilot in Colombia, will evaluate 

entrepreneurs through local networks 
and promote them to top-notch financial 
institutions. Employees — and potentially 
even bank customers — could help choose 
the projects and then serve on the boards 
or devote a few hours of time to some of 
the entrepreneur-led start-ups, as a means 
of further helping the young companies 
to thrive. 

An added benefit to this approach 
could be that it will change local com-
munities’ current perception of banks as 
entities that are just interested in maxi-
mizing profit. And, it might help banks 
attract the right kind of employees in 
future. “There is a great distrust of the 
banks, especially after the recent crash 
and mortgage crisis,” says Mark Dowds, 
a scheduled speaker at Sibos. The type of 
person banks will need to recruit to trans-
form their businesses and their image will 
want to work for a socially-responsible 
company, says Dowds, a transformational 
consultant who works with a variety of 
big corporations.If the industry supports 
Innotribe’s initiative, financial institutions 
might indeed come to be seen as “banks 
for a better world”, making the phrase 
sound a bit less hollow.

Banks for a Better World?

BY JENNIFERL. SCHENKER
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