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WORLD TOP COMPANIES

Microsoft

Apple

Amazon

Alphabet

•Berkshire Hathaway

•Facebook

•Alibaba

•Tencent

•Visa

•JPMorgan Chase
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A BRAVE NEW DIGITAL WORLD

• Marginal cost of an additional digital transaction tends to zero

• Capital requirements to build a digital business are lower

• Opex & Capex to manage a digital business are lower

• Economies of scale

• Attention is the name of the game

• Value creation and value chains get upended

Enabled by: cloud computing, mobile computing, edge computing, AI/ML, APIs, 
open banking regulation/legislation, faster payment rails, blockchain/crypto



KODAK MOMENT

• Do you use any Kodak products today?

• Do you know that Kodak was the first company to invent a digital 

camera?

• Nokia

◦ 2000: market cap of $300 billion and revenues of $28 billion 

◦ 2005: market cap of $26 billion and revenues of $2 billion

◦ From 38% of the mobile phone market at the peak to <1% today









REDESIGNING RETAIL 
BANKING

First Principles



SPACE PROGRAMS

•At the height of the Apollo program 

◦ Average launch cost $380 million

◦ $18,000 per kilo (2.2 lb)  of weight

•And that is after 60 years of innovations

◦ A lot of improvement over the original Apollo rocket 

design and…

◦ About 1/3 reduction in costs…

14



SPACE PROGRAMS

•Falcon Heavy Platform

◦ Average launch costs $90 million

◦ $1,100 to get 1 kilo (2.2 lb) into space

•Falcon Light Platform

◦ Average launch costs $35 million
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ELON MUSK VERSION



ALIBABA

• Average 120,000 transactions 
per second 

• 81% of Chinese consumers

• 1.3 billion users

• 55 countries

• About 1,500 APIs to simplify 
management of online 
transactions. 

• Introduction of QR code for P2P 
payments

VISA

• Average 6,700 transactions per 

second

• 3.5 billion cards

• 61 million merchants

• 200+ countries

• ~40 APIs

FIRST PRINCIPLES IN ACTION



FIRST PRINCIPLES IN ACTION

•Kenya 2005

◦ 70% of population is unbanked

◦ Physical infrastructure barriers

◦ Banks are oldfashioned



FIRST PRINCIPLES: M-PESA

•Kenya 2020
◦ ~100% of population is banked

◦ 40% of the economy GDP moves through 

M-Pesa

◦ 600 transactions per second



FIRST PRINCIPLES 
VS

DESIGN BY ANALOGY

IN RETAIL BANKING



RETAIL BANKING STACK

deposits and customer accounts, payments, and credit

checking accounts, payments and credit

connects the various balance sheets together

Front End or Customer-Facing Side

Bank’s Balance Sheet and the Infrastructure

Underlying Infrastructure of Services and Software



DO YOU HAVE RESOURCES TO FIGHT THIS?



THEY ARE FIGHTING



… AND FIGHTING



… AND FIGHTING

24VOLUME 
OF 
PAYMENS



… AND FIGHTING
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VOLUME 
OF LOANS



ARE WE LOOSING?IS THIS LOOSING?







VERTICAL VS HORIZONTAL INTEGRATION

User interface

Customer operations

Compliance

Risk management

Financial crime

Payments

Lending products

Treasury

Accounting

Elena’s BANK

User interface

Customer operations

Compliance

Risk management

Financial crime

Payments

Lending products

Treasury

Accounting

Lisa’s BANK

User interface

Customer operations

Compliance

Risk management

Financial crime

Payments

Lending products

Treasury

Accounting

Marc’s BANK



CORE CHARACTERISTICS

•Modularized services

•Complex coordination via 

communication protocols

•Data sharing (APIs)

•ALL IN REAL TIME



BANKING STACK: LEGO VERSION

• Issues?

◦ Who will own the charter?

◦ Who will deal with regulations?

◦ Why would customers trust this 

collection of random agents?

◦ Do banks give up everything?

•What are banks still good at?

User interface

Customer operations

Compliance

Risk management

Financial crime

Payments

Lending products

Treasury

Accounting
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BANKING STACK

•Need for banking charter 
holder

◦ Deposits

◦ Regulations

◦ Deep knowledge of banking 
industry

•Need for client facing brand
◦ Name customers can trust with 

their money and their problems

User interface

Customer operations

Compliance

Risk management

Financial crime

Payments

Lending products

Treasury

Accounting
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Charter and Deposit 
Holder 

Brand Name



•Enable tech partners to provide their services 

by renting out your license as a service

•Ensure compliance

•Unify customer experience

Charter and Deposit 
Holder 



Established firms are much better positioned to weather, 

or even co-opt, regulatory turmoil.

REGULATORY HURDLES

• Extremely complex

• Highly sought after

• Plagued by fixed 

costs

Do start-ups have the expertise to maneuver through regulations?

Incumbent banks are used to doing this daily.



REGULATORY HURDLES

Neo-banks “Full Stack” Banking

Strive to provide an alternate 

customer experience while 

leveraging existing banks to handle 

their deposits transactions.

Acquire a banking license while 

exclusively maintaining a digital 

presence and services.
significant regulatory 

challenges

Washington regulators have decided to put new fintech approvals on hold 

and focus energies on specific segments of the industry, stunting growth.

Capital requirements further restrict “full-stack” fintech banks, by forcing them to grow profitably.



ONLY 3 OUT OF 10 ARE FULL-STACK BANKS



SMALL US BANKS AND BAAS



BANKING STACK

•Need for banking charter 
holder

◦ Deposits

◦ Regulations

◦ Deep knowledge of banking 
industry

•Need for client facing brand
◦ Name customers can trust with 

their money and their problems
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•Your bank vs…

•Companies wishing to embed 
financial services in their 
customer experience

◦ Trust

◦ First line of interaction with 
customers

◦ …

Brand Name





BANKING STACK

•What can incumbent 

community banks focus on?

User interface

Customer operations

Compliance

Risk management

Financial crime

Payments

Lending products
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Accounting
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•Who are your customers?

•Would they trust other 

brands?

•Can they rely on other 

brands?

Lending products



WHAT IS YOUR BANK 
GOOD AT?



IS BAAS THE CERTAIN 
FUTURE?



BANKING STACK CONCERNS

• Integration

•Modular design of services

◦ Customer facing

◦ Partner facing

•Data sharing

•Trust

•Digital security risks
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CAN WE CREATE AWC OF BANKING?

•Fostering an ecosystem is difficult
◦ especially for a company cannibalizing a large portion of their 

existing business.

•Update the core banking system software?
◦ Most >20 years old

•Success comes at a cost: 
◦ BBVA Compass: $360 million



WHAT CAN YOU DO?



“The key problem with designing better banking 

really begins with how incredibly difficult bankers 

find it to think outside the branch”

- Brett King















THE UNBUNDLING AND
RE-BUNDLING OF 
RETAIL BANKING
Virginia Bankers Association



ONE LAST THING …

There is no such thing as a new idea. It is impossible. We simply take a lot of old 

ideas and put them into a sort of mental kaleidoscope. We give them a turn and 

they make new and curious combinations. We keep on turning and making new 

combinations indefinitely; but they are the same old pieces of colored glass that 

have been in use through all the ages. 

Mark Twain



THANK YOU
AND

GOOD LUCK






