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Does digital leadership
in banking really matter?

WINNING IN THE DIGITAL ECONOMY SERIES

Foreword

MOST BANKERS NOW
DREAM OF BECOMING
BUTTERFLIES

The promise of digital transformation is that, with the right mix
of strategic focus, talent, creativity, and investment funding,
the pedestrian caterpillar of the legacy bank, with its branch
network, decades-old systems, and diverse customer base,
FDQPRUSKLQWRDKLJKÔ\LQJGLJLWDOÓUVWEDQN+DYLQJHPHUJHG
from what is often a multi-year chrysalis stage, the hope is that
WKLVIXWXUHSURRIHGLQVWLWXWLRQFDQWDNHÔLJKWYLDYLUDOFXVWRPHU
acquisition, advice-driven share of wallet gain and smart
ecosystem curation to compete effectively with those other
FUHDWXUHVLQWKHEDQNLQJPHQDJHULHWKHFKDOOHQJHUXQLFRUQV
/DVW\HDU$FFHQWXUHTXDQWLÓHGWKHPDJQLWXGHRIGLVUXSWLRQ
coming from outside the traditional retail and commercial
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banking industry and showed that, in many markets,
the predatory threat to the slow-moving caterpillars has
shifted from potential to actual, with material revenue now
PLJUDWLQJWRQHZHQWUDQWV:KLOHWKHGLVUXSWLRQWKUHDWLVQRZ
real in many markets, we still hear from many of our traditional
banking clients that, although they have built their digital
FKU\VDOLVWKHEXWWHUÔ\GRHVQÀWVHHPRQWKHEULQNRIHPHUJLQJ
DQ\WLPHVRRQ,QVWHDGRIWUDQVIRUPDWLRQWKHOLYHGH[SHULHQFH
of many of our clients is still diffused and fragmented change
efforts where the cool kids in the innovation units butt heads
with the rest of the organization and change entropy constantly
drains the excitement and energy from multiple waves of their
GLJLWDOWUDQVIRUPDWLRQSURJUDPV
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FOREWORD

IN THIS REPORT, WE PLACE A MAGNIFYING GLASS
ON THE IMPACT OF DIGITAL CHANGE EFFORTS.
%DVLFDOO\ZHDVNHGWKHTXHVWLRQDUHGLJLWDOEXWWHUÔLHVZLQQLQJ"
Does digital leadership and the ability to radically transform
DWUDGLWLRQDOEDQNLQWRDGLJLWDOÓUVWLQVWLWXWLRQFRQVLVWHQWO\
FUHDWHVXSHULRUHFRQRPLFSHUIRUPDQFH",ILWGRHVZKDWLV
the nature of that performance differential and can it provide
DURDGPDSIRUWKRVHLQVWLWXWLRQVVWLOOVWUXJJOLQJWRFKDQJH"
,ILQVWHDGLWDOOWXUQVRXWWREHMXVWGLJLWDOK\SHWKDWODFNV
solid economic foundations, can the industry safely eschew
UDGLFDOFKDQJHDQGLQVWHDGMXVWIRFXVRQJUDGXDOHYROXWLRQ
WKDWXSJUDGHVWKHFDWHUSLOODURYHUWLPH"
The answers to these questions are critical for a lot of bank
H[HFXWLYHWHDPV,IWKHFRQFOXVLRQLVWKDWEHLQJDQXSJUDGHG
caterpillar is an evolutionary dead end, then they need to

TXLFNO\GRXEOHGRZQRQJHWWLQJDLUERUQHLIWKH\DUHWRVXUYLYH
But if being a mid-paced follower continues to deliver attractive
HFRQRPLFVWKHQPD\EHWKH\FDQMXVWELGHWKHLUWLPHDQGZDLW
IRUERWKWKHEXWWHUÔLHVDQGWKHXQLFRUQVWRFRPHFUDVKLQJ
back down to earth when the digital froth is blown off and their
SXEOLFQDUUDWLYHVIDLOWRFRQYHUWLQWRKDUGVKDUHKROGHUUHWXUQV
Not to spoil the surprise too much, when we take a step back
and look at the global retail and commercial banking industry,
we now see clear evidence that digital leadership does indeed
drive superior economic performance—and that the gap
between the “best” and the “rest” is beginning to widen in
a manner that should be worrying for those still struggling with
GLJLWDOWUDQVIRUPDWLRQ+RZHYHUMXVWDVLQWHUHVWLQJLVWKHUHDVRQ
why digital-focused banks are generating superior economic
returns and what that can teach the caterpillars that are still
KHDGVGRZQPXQFKLQJWKURXJKDGLPLQLVKLQJSLOHRIOHDYHV
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OUR ONGOING PROBE INTO BANKING INDUSTRY CHANGE
,QZHFRQGXFWHGH[WHQVLYHUHVHDUFKWRTXDQWLI\WKHFKDQJHLQ
WKHEDQNLQJLQGXVWU\VWUXFWXUH,WVKRZHGWKDWXSZDUGVRISHUFHQWRI
revenue growth in some markets is now migrating to new entrants—a mix
of digitally-savvy challenger banks, non-bank payment institutions, credit
LQWHUPHGLDWLRQSODWIRUPVÓQWHFKVDQGELJWHFKV7KLV\HDURXUUHVHDUFK
looked more inward to explore the impact of digital transformation efforts
RQEDQNVÀHFRQRPLFSHUIRUPDQFH%DVLFDOO\ZHDVNHGGRHVGLJLWDO
OHDGHUVKLSLQEDQNLQJUHDOO\PDWWHU"5HDGRQ
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FROM
VULNERABLE
TO VOLATILE

FROM VULNERABLE TO VOLATILE

Our research into the structure
of banking markets, published
in late 2018, showed that in
many markets there is now
PDWHULDOUHYHQXHÔRZLQJ
outside the traditional retail
and commercial banking
industry to new entrants.

,Q(XURSHDVDZKROHRQHWKLUGRIUHYHQXHJURZWK
is going to companies that entered banking and
SD\PHQWVPDUNHWVLQFHZLWKWKH8.EHLQJ
WKHPRVWGLVUXSWHGZLWKPRUHWKDQSHUFHQWRI
LWVFXUUHQWWRWDOUHYHQXHDQGRYHUSHUFHQWRILWV
UHYHQXHJURZWKOHDNLQJWRQHZHQWUDQWV'ULYHQE\
a combination of regulatory changes, like Open
Banking, and customer expectations increasingly
shaped and elevated by non-bank digital experiences,
the long-anticipated structural change in the industry
GRHVDSSHDUWREHKDSSHQLQJLQDWOHDVWVRPHPDUNHWV
%XWWKHVWRU\LVQRWKRPRJHQRXV)RUHYHU\8.
example where challenger banks, like Monzo and
5HYROXWDUHDFTXLULQJPLOOLRQVRIFXVWRPHUVDQG
commanding unicorn valuations, there are equally
FRPSHOOLQJFRXQWHUH[DPSOHV,Q&DQDGDIRUH[DPSOH
the combination of smart regulation, sustained
customer loyalty, and continuous innovation by
incumbents has blunted the pick of many venture
capitalists, resulting in a stable industry structure
that consistently delivers attractive shareholder
UHWXUQV'HVSLWHWKHVHLPSRUWDQWPDUNHWGLIIHUHQFHV
when we take a step back and look at global banking
in the context of other industries, our research
indicates a clear movement from a vulnerable position
to a point where volatility is now real ()LJXUH 
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Bank investors appear to share our view that the
future prospects of banking industry incumbents
have deteriorated, and that disruption is going to
OLPLWWKHLUDELOLW\WRFRQVLVWHQWO\FUHDWHSURÓWDEOH
JURZWK$VRXUDQDO\VLVLQ)LJXUH shows, after
WKHWULEXODWLRQVRIWKHJOREDOÓQDQFLDOFULVLVWKH
banking sector has clawed its way back to a return
RQHTXLW\ 52( ¾DQGUHPHPEHUWKHUHLVQRZDORW
more equity than pre-crisis—that puts it in the middle
RIWKHSDFNZKHQFRPSDUHGWRRWKHULQGXVWULHV
Yet, when you look at market valuation metrics like
price-to-book or price-to-earnings, you see banking
languishing near the bottom of the sectoral league
WDEOH7KHPHVVDJHLQYHVWRUVDUHFOHDUO\VHQGLQJ
is that, yes, current returns are back close to the
FRVWRIFDSLWDOEXWWKHUHLVQÀWFRQÓGHQFHWKDWWKHUH
LVIXWXUHYDOXHLQWKHWUDGLWLRQDOEDQNEXVLQHVVPRGHO
,QVWHDGLWLVWKHSXEOLFO\WUDGHGÓQWHFKVWDUJHWLQJ
VKRUWWHUPJURZWKUDWKHUWKDQSURÓWVWKDWVKRZ
future growth potential, which often accounts
IRUKDOIRIWKHLUFXUUHQWYDOXDWLRQV,I\RXMXVW
look at the stock market, you would conclude that
incumbent retail and commercial banks are a bunch
of caterpillars that are unlikely to emerge from their
FRFRRQVDQGVXGGHQO\DFTXLUHWKHDELOLW\WRÔ\

FROM VULNERABLE TO VOLATILE

Figure 1. Accenture Disruptability Index
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0.80

7KLVODFNRIFRQÓGHQFHLQWKHIXWXUHLVQÀWQHZVWR
incumbent bank executives, and the industry has
EHHQUHDFWLQJIRUDWOHDVWWKHODVWÓYH\HDUVWRWU\
DQGFKDQJHWKDWQDUUDWLYH$VEDUULHUVWRHQWU\IHOO
and banks built muscle around innovative capabilities
like agile strategy, human-centered design, and the
value of playing well with others in a broader
ecosystem, we saw many incumbents fully commit
WREHFRPLQJGLJLWDOÓUVWEDQNV6RPHVXFKDV
%DQNRI$PHULFD5R\DO%DQNRI&DQDGDDQG/OR\GV
Banking Group, focused on digitally-enabling their
core business, while others, like BBVA, also adopted
a venture capitalist-like mindset, taking minority
stakes in a portfolio of businesses and making
a series of acquisitions in search of the right
conditions to accelerate the chrysalis phase of
WKHLUGLJLWDOWUDQVIRUPDWLRQ2WKHUVOLNH,1*DQG'%6
have focused on an inside-out cultural transformation,
based on the logic that thinking and acting like
DEXWWHUÔ\LVDQHFHVVDU\SUHFXUVRUWRFUHDWLQJQHZ
PDUNHWLQLWLDWLYHVVXFKDV'%6ÀV'LJLEDQNFKDOOHQJHU
EDQNLQ,QGLDDQG,1*ÀV2SHQ%DQNLQJSRZHUHG
DFFRXQWDJJUHJDWLRQDSS<ROWLQ(XURSH

FROM VULNERABLE TO VOLATILE

,QWRWDOWUDGLWLRQDOUHWDLODQGFRPPHUFLDOEDQNVVSHQW
DSSUR[LPDWHO\86WULOOLRQJOREDOO\EHWZHHQ
DQGRQHIIRUWVWRWUDQVIRUPWKHLU,7, with a
large portion of that spend now being dedicated to
EXWWHUÔ\HQDEOLQJWHFKQRORJLHVVXFKDVFORXGDQG
$,SRZHUHGDQDO\WLFV:LWKLQWKDWDJJUHJDWHQXPEHU
an increasing portion is reserved to new investments
¾UDWKHUWKDQ,7PDLQWHQDQFH¾WKDWQRZDFFRXQWIRU
DERXWSHUFHQWRIEDQNVÀ,7VSHQG0DQ\EDQNVDUH
also hard at work to shift the balance between “run
the bank” and “change the bank” spending to ensure
WKDWWKHLQVWLWXWLRQHYROYHVDWDFRPSHWLWLYHUDWH
:KLOHWKHLQGXVWU\LVLQGHHGUHDFWLQJDQGFKDQJLQJ
WKHVSHHGRIFKDQJHLVDJDLQQRWKRPRJHQRXV
Although some bank executive teams have drunk
WKHÂ.RRO$LGÃDQGIXOO\HPEUDFHGWKHLGHDWKDW
RQO\GLJLWDOÓUVWEXWWHUÔLHVZLOOVXUYLYHWKHUHDUH
still many that think that upgraded caterpillars
FDQVWLOOHQMR\PHGLXPWHUPVXFFHVV6RLQWKLV
research we set out to determine which side of that
GHEDWHLVULJKWDQGZKHWKHUWKHÓQGLQJVSURYLGH
clear direction to the industry on how to survive
DQGWKULYHLQDQLQFUHDVLQJO\YRODWLOHHQYLURQPHQW

Figure 2. Sectoral valuations versus ROE, 2015-2018
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WHO’S
“ALL IN”
ON DIGITAL?

WHO’S “ALL IN” ON DIGITAL?

%HIRUHWU\LQJWRÓJXUHRXW
whether the extent of digital
transformation does, in fact,
drive superior performance and
FRPSHWLWLYHDGYDQWDJHZHÓUVW
needed to segment our sample
of banks based on their degree
of commitment to digital and the
magnitude of their change effort.

7RGRVRZHWRRNWKHODUJHVWUHWDLODQG
FRPPHUFLDOEDQNVIURPFRXQWULHVDQGZHQW
through a three-stage process to assess their digital
PDWXULW\)LUVWZHORRNHGDWZKDWWKH\VDLGDERXW
themselves by analyzing earnings call transcripts,
news releases, and stated investment budgets,
to assess the extent of their digital transformation
HIIRUWV:HZHUHORRNLQJIRUEDQNVWKDWZHUHERWK
talking the talk and putting their money where their
narrative was, either through internal investments
or by making acquisitions or forming partnerships
LQWKHGLJLWDOVSDFH
Second, we looked for external validation from
other industry analysts and observers regarding
WKRVHLQVWLWXWLRQVWKDWDUHÂDOOLQÃRQGLJLWDOEDQNLQJ
:KLFKEDQNVDUHZLQQLQJWKHÂEHVWGLJLWDOEDQNÃ
DZDUGV":KLFKEDQNVDUHPRYLQJWKHGLDORQ
REMHFWLYHFRPSDUDWLYHVWXGLHVRIPHWULFV
like customer satisfaction and mobile app
IHDWXUHIXQFWLRQDOLW\",QVKRUWZKLFKEDQNVDUH
EHLQJUHFRJQL]HGE\WKLUGSDUWLHVDVGLJLWDOOHDGHUV"

)LQDOO\ZHDSSOLHGRXURZQVXEMHFWLYHMXGJHPHQW
Our client work around the world allows us to draw
our own conclusions about which banks are truly
FRPPLWWHGWREHFRPLQJEXWWHUÔLHVYHUVXVWKRVH
WKDWDUHMXVWSXWWLQJGLJLWDOOLSVWLFNRQWKHLUFDWHUSLOODU
Our intent through this multi-stage effort was
to create an assessment of digital maturity that was
distinct and separate from any measure of economic
SHUIRUPDQFH+DYLQJWKLVLQGHSHQGHQWYDULDEOHZRXOG
then allow us to determine whether digital maturity
has any explanatory power with respect to a range of
ÓQDQFLDOSHUIRUPDQFHPHDVXUHVOLNHPDUNHWYDOXDWLRQ
SURÓWDELOLW\WRSOLQHUHYHQXHJURZWKDQGHIÓFLHQF\

1RWH$QDO\VLVFRYHUVODUJHVW%DQNVIURPFRXQWULHV $XVWUDOLD%HOJLXP%UD]LO&DQDGD&KLQDLQFOXGLQJ+RQJ.RQJ*HUPDQ\'HQPDUN
6SDLQ)LQODQG)UDQFH,WDO\-DSDQ1HWKHUODQGV1RUZD\3RODQG6ZHGHQ6LQJDSRUH7XUNH\8.86 %DQNVZLWK!UHYHQXHVUHODWHGWR
&DSLWDO0DUNHWVEXVLQHVVZHUHQRWLQFOXGHGLQWKHVFRSHRIWKLVDQDO\VLV
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WHO’S “ALL IN” ON DIGITAL?

Within the 161 banks we analyzed, we ended up creating three segments:

12%

19 Banks

38%
61 Banks

50%
81 Banks

DIGITAL FOCUSED

DIGITAL ACTIVE

THE REST

This is a small group of banks that appears to be
fully committed to digital transformation, has the
clear intent to make the shift to a different sort
RIEDQNDQGKDVEHHQLQYHVWLQJWRPDNHLWKDSSHQ
Although none of them are fully there yet, the shapes
RIWKHVHEXWWHUÔLHVDUHEHFRPLQJSUHWW\FOHDU

Members of this group are in the transformation
phase and have many initiatives that they can
SRLQWWRWKDWVKRZWKH\ZDQWWREHEXWWHUÔLHV
Yet, they lack an overall sense of coherence
WRWKHLUHIIRUWVDQGKDYHQÀWEHHQWHOOLQJTXLWHDV
compelling a story or demonstrating the same
FKDQJHPHWDEROLVPDVWKH'LJLWDO)RFXVHGJURXS

7KLVLVWKHJURXSWKDWKDVQÀWPDGHPXFKYLVLEOH
progress on digital transformation and may still be
toying with the idea of whether to build the cocoon and
ODXQFKDWUXHHQWHUSULVHZLGHWUDQVIRUPDWLRQSURJUDP
:KLOHZHWULHGWREHREMHFWLYHDERXWWKHFXUUHQWGLJLWDO
PDWXULW\RIWKLVJURXSZHGLGQÀWWU\WRUHDGLQWRWKH
lack of progress whether it is intentional (based on
the premise that being an upgraded caterpillar is
a robust competitive strategy) or whether members
KDYHEXWWHUÔ\DVSLUDWLRQVEXWMXVWKDYHQÀWEHHQDEOH
WRLQLWLDWHDQGVXVWDLQDQHIIHFWLYHFKDQJHSURJUDP
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Most of the large and fast-growing banking
industry unicorns, like Ant Financial and Stripe,
are digital born. Their statistical rarity places them
beyond our Digital Focused category and the
scope of our analysis. In many ways, they are the
exception rather than the rule.
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DOES DIGITAL
LEADERSHIP
MATTER?

DOES DIGITAL LEADERSHIP MATTER?

We attempted to determine
whether digital leadership
truly matters by systematically
peeling the onion of economic
performance and examining how
those metrics correlate with our
assessment of digital maturity.
7KHÓUVWVWHSZDVWRH[DPLQHZKHWKHUGLJLWDOPDWXULW\
LPSDFWHGLQYHVWRUVÀFRQÓGHQFHLQDQLQVWLWXWLRQ
Does telling a good digital story and backing it up
with investments and clear change efforts move
the dial, or are crusty traditional bank investors more
interested in credit losses, the future shape of the
\LHOGFXUYHDQGWKHLPSDFWRIUHJXODWRU\UHIRUP"
:KDWWKHDQDO\VLVVKRZHGLVWKDWEDQNYDOXDWLRQV
do seem to be correlated (and increasingly so) with
GLJLWDOPDWXULW\2YHUDOO'LJLWDO)RFXVHGEDQNVDUHWKH
RQO\JURXSZLWKDSULFHWRERRNUDWLRDERYH[DQGWKH
JDSWRWKHUHVWRIWKHLQGXVWU\LVZLGHQLQJ )LJXUH 
:KLOHWKDWLQGLFDWHVVRPHFRQÓGHQFHLQIXWXUHSURÓW
growth, these digital leaders still trail many bigtech
DQGÓQWHFKSOD\HUVWKDWWUDGHDWVLJQLÓFDQWO\KLJKHU
PXOWLSOHV2QHSRWHQWLDOFULWLFLVPRIWKLVDQDO\VLV

is that we are reading too much into digital maturity
DQGZKDWZHDUHUHDOO\REVHUYLQJLVMXVWDVHWRIKLJK
performing banks that address whatever challenge
is in front of them at that moment—and currently that
LVGLJLWDOWUDQVIRUPDWLRQ:KLOHWKDWPD\EHWUXHWR
an extent, the way in which the Digital Active group
KDYHRYHUWDNHQ7KH5HVWLQDUHYHUVDORIWKH
ranking indicates that there is explanatory power
LQWKHGLJLWDOPDWXULW\YDULDEOH

Figure 3. Banks’ price-to-book value ratio
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1.18
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:HGRDOVRQHHGWREHPLQGIXOWKDWZKLOHGLJLWDO
maturity seems to have explanatory power with
UHVSHFWWRPDUNHWYDOXDWLRQVLWFHUWDLQO\LVQÀW
GHWHUPLQLVWLF$YHUDJHSULFHWRERRNYDOXHVVKRZ
distinct differences across the three digital groups;
KRZHYHUWKHGLVWULEXWLRQVGRKDYHDKLJKRYHUODS
7KLVLQGLFDWHVWKDWGLJLWDOPDWXULW\LVMXVWRQHDPRQJ
many important performance variables and that, all
else being equal from an investor perspective, being
DEDQNLQDIDYRUDEOHPDUNHWOLNH&DQDGDRU$XVWUDOLD
may still be a far bigger driver of returns than being
DGLJLWDOOHDGHULQDFKDOOHQJLQJPDUNHWOLNH*HUPDQ\
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2018

Source: Accenture Research
on S&P Capital IQ data
Note: Values calculated
as simple mean of 99 banks
with P/BV data available
both in 2011 and 2018.
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+DYLQJHVWDEOLVKHGWKDWGLJLWDOPDWXULW\LVDVVRFLDWHG
with differences in market valuation, the next step
was to look at whether those differential valuations
DUHMXVWLÓHGE\EHWWHURSHUDWLQJHFRQRPLFVRU
DUHWKH\MXVWÔRDWLQJRQDFORXGRIGLJLWDOK\SH
:HIRXQGWKDWGLJLWDOPDWXULW\GRHVVHHPWREH
DVVRFLDWHGZLWKLQFUHDVHGSURÓWDELOLW\ )LJXUH 
)URPDSRVLWLRQLQZKHUHWKHUHZDVQÀWPXFK
GLIIHUHQFHLQ52(EHWZHHQWKHWKUHHJURXSV
ZHQRZVHHVHSDUDWLRQRFFXUULQJDQGDQDO\VWVÀ
expectations are that the gap will continue to widen
WKURXJK:KLOHERWK'LJLWDO)RFXVHGDQG'LJLWDO
Active banks are increasing returns, the concerning
ÓQGLQJIRU7KH5HVWLVWKDWUHWXUQVORRNWRUHPDLQ
EHORZOHYHOVIRUDZKLOHWRFRPHGHVSLWH
JHQHUDOO\SRVLWLYHPDFURHFRQRPLFFRQGLWLRQV
6RIDUVRJRRG'LJLWDOPDWXULW\LVDVVRFLDWHG
with a higher market premium and a better return
RQFDSLWDO7KHQH[WORJLFDOTXHVWLRQWRDVNLV
ZKDWLVGULYLQJWKHVXSHULRURSHUDWLQJHFRQRPLFV"
7KHDQVZHULVFOHDUDQGVRPHZKDWVXUSULVLQJ
:KHQZHORRNDWGLJLWDOVXFFHVVVWRULHVRXWVLGH
RIEDQNLQJOLNHDQ8EHUZHWHQGWRWKLQNDERXW
hyper revenue growth and a frenetic landgrab
for market share and customer adoption,
ZLWKSURÓWDELOLW\FRPLQJODWHU
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Figure 4. Banks’ return on equity
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The story for incumbent banks is clearly very
GLIIHUHQW7KHPRVWKLJKO\YDOXHGDQGPRVWSURÓWDEOH
EDQNVDUHLQWKH'LJLWDO)RFXVHGJURXSEXWWKH\DUH
DFKLHYLQJWKHLULPSURYHGSURÓWDELOLW\WKURXJKKLJKHU
RSHUDWLQJOHYHUDJHWKDWVTXHH]HVPRUHSURÓWDELOLW\
RXWRIHYHU\GROODURIDVVHWV )LJXUH 2SHUDWLQJ
leverage is strongly correlated with digital maturity
IRU'LJLWDO)RFXVHGEDQNVFUHDWLQJQHDUO\
basis points of divergence per year over the last
VL[\HDUV:KLOHWKH'LJLWDO$FWLYHJURXSGLGRSHQ
WKHMDZVRQRSHUDWLQJOHYHUDJHLWGLGVRDWRQO\
EDVLVSRLQWVSHU\HDU8QIRUWXQDWHO\7KH5HVW
FUHDWHGDOPRVWQRRSHUDWLQJOHYHUDJHDWDOO
:KDWLVDOVRVRPHZKDWVXUSULVLQJLVWKHFOHDU
inverse relationship between operating leverage
and both revenue and asset growth, with the highest
growth in both coming from banks that made the
OHDVWSURJUHVVRQGLJLWDO2QHSRVVLEOHH[SODQDWLRQ
LVWKDWZKLOHWKH'LJLWDO)RFXVHGJURXSFRQFHQWUDWHG
RQHYROYLQJWKHFDWHUSLOODUVDUHMXVWPXQFKLQJ
their way through stacks of leaves, content to
EXONXSLQWKHLUH[LVWLQJEXVLQHVVPRGHO,WLVDOVR
worth noting that revenue growth is lower than asset
growth for all three groups, indicating industry-wide
PDUJLQFRPSUHVVLRQRYHUWKHODVWVL[\HDUV
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Figure 5. Banks’ revenue, costs and assets growth
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Digging a little bit deeper into the sources of operating
OHYHUDJHWKHHIÓFLHQF\RI'LJLWDO)RFXVHGEDQNV
is both on the revenue and cost sections of their
SURÓWDQGORVVVWDWHPHQW )LJXUH ,WDSSHDUV
WKDWWKH'LJLWDO)RFXVHGJURXSKDVDOZD\VEHHQ
better at extracting more revenue from every dollar
RIDVVHW:KHUHWKHUHDOFKDQJHKDSSHQHGLVRQ
FRVWHIÓFLHQF\ZKHUH'LJLWDO)RFXVHGEDQNVPRYHG
WREHPXFKFORVHUWRWKHFRPSHWLWLRQ7KDWFRVW
improvement, combined with maintaining their
revenue advantage, meant that they managed to
increase operating income per dollar of asset while the
RWKHUWZRJURXSVVDZDGHFOLQH3DUWLFXODUO\7KH5HVW
experienced the highest deterioration in operating
LQFRPHSHUGROODURIDVVHWRYHUWKHODVWVL[\HDUV

Figure 6. Banks’ operating incomes, revenues and costs on assets (%)
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7KHHIÓFLHQF\RI'LJLWDO)RFXVHGEDQNVLQH[WUDFWLQJ
more revenue per dollar of asset is also leading to
DQLQWHUHVWLQJVKLIWLQLQFRPH)RUDORQJWLPHHTXLW\
DQDO\VWVLQWKHEDQNLQJVHFWRUÓ[DWHGRQFDSLWDOOLJKW
fee income streams, with continuous pressure on
EDQNVWRLQFUHDVHWKHLUIHHLQFRPHSHUFHQWDJHWRMXVWLI\
DKLJKHUPXOWLSOH:KDWRXUDQDO\VLVVKRZVLVWKDW
the better you get at digital, the more balance sheet
VSUHDGRULHQWHG\RXEHFRPH )LJXUH 1RWRQO\GR
the averages show a marked shift towards net interest
LQFRPH 1,, IRUWKH'LJLWDO)RFXVHGJURXSEXWHYHQ
DWWKHLQGLYLGXDOEDQNOHYHOWKHYDVWPDMRULW\RI'LJLWDO
)RFXVHGEDQNVVDZ1,,LQFUHDVHIDVWHUWKDQQRQLQWHUHVW
LQFRPHRYHUWKHODVWVL[\HDUV2QHUDWLRQDOHIRUWKLVLV
WKDWDV\RXEHFRPHPRUHGLJLWDOWKHMXVWLÓFDWLRQIRUIHH
income (either to pay for advice or administrative work)
GLPLQLVKHV,QVWHDGZKDWEHFRPHVPRUHLPSRUWDQWLV
being paid for the risk taking (interest rate and credit)
DVVRFLDWHGZLWKUXQQLQJDWUDGLWLRQDOEDODQFHVKHHW
,QKLVOHWWHUWRVKDUHKROGHUV-30RUJDQ&KDVH&(2
-DPLH'LPRQWDONHGDERXWWKHEDQNÀVÂIRUWUHVVEDODQFH
sheet” to evoke strength and stability, but what our
DQDO\VLVVKRZVLVWKDWIRUGLJLWDOEXWWHUÔLHVWKHEDODQFH
VKHHWLVDOVRWKHSULQFLSDOVRXUFHRILQFRPHJURZWK
$JURZLQJ1,,PLJKWDOVRPHDQDJURZLQJQXPEHU
of primary client relationships, pointing to a better
DFTXLVLWLRQUHWHQWLRQUDWHRIFOLHQWV
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So, having unpeeled the onion,
we can conclude that:

• Improvements in operating economics are not
EHLQJGULYHQE\GLIIHUHQWLDOJURZWKEXWE\HIÓFLHQF\
both on the revenue and cost dimensions—but more
UHFHQWO\SULPDULO\E\FRVWHIÓFLHQF\

• Digital maturity is associated with higher
market valuations.

• Effective digital transformation appears to be
• 7KHKLJKHUPDUNHWYDOXDWLRQVDUHMXVWLÓHGE\EHWWHU associated with a return to a business model in which
operating economics, and the gap is widening.
the balance sheet is the critical driver of income growth.
Figure 7. Banks’ revenue sources (% total revenues)
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OF COURSE, WHAT’S NEXT FOR A BANK
DEPENDS ON WHERE IT IS NOW ON
THE SPECTRUM OF DIGITAL MATURITY.
)RUWKRVHFDWHUSLOODUVLQ7KH5HVWJURXSVWLOO
struggling with whether and how to build a true
digital transformation program, the central lesson
RIRXUDQDO\VLVLVWRVWDUWIURPWKHLQVLGHRXW
5DWKHUWKDQIRFXVRQQHZUHYHQXHRSSRUWXQLWLHV
WKHSDWKWRÔLJKWDSSHDUVWREHWRWDNH\RXUH[LVWLQJ
EXVLQHVVDQGPDNHLWGLJLWDODQGPRUHHIÓFLHQW
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SO, WHAT’S NEXT?

Find ways to lower cost-toserve and reduce cycle times
and focus on how to move the
channel mix of sales to digital
channels, particularly mobile.
For any given size of balance
sheet, our analysis suggests
that squeezing more return
from it is a pre-requisite to
securing a premium valuation.
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Doing so requires banks to build digital muscle,
ranging from becoming familiar with foundational
WRROVOLNH53$$,DQGFORXGWROHWWLQJJRRIQRQ
core activities, to building the cultural and process
expertise that enables the pivot to true agile
development and raises the metabolism of the
RUJDQL]DWLRQ2XUH[SHULHQFHDOVRVXJJHVWVWKDW
a top-down commitment is essential, as it signals
to the organization that becoming a digital bank
is not a side-of-the-desk or middle management
DFWLYLW\,WPXVWEHD&(2DQG([HFXWLYH&RPPLWWHH
led initiative, if it is going to succeed and that the
whole executive team must be able to tell both a
compelling internal and external story to convince
both employees and investors that they are serious
DERXWEHFRPLQJDEXWWHUÔ\7KDWVWRU\FDQIURQW
run the reality to some extent, but the narrative
PXVWVKDSHWKHGLJLWDOWUDQVIRUPDWLRQMRXUQH\
and help strip away all the distractions that are not
YLWDOWRWKDWWUDQVLWLRQ7KHDQDO\VLVDOVRVXJJHVWV
that failure to align and commit to the digital
WUDQVIRUPDWLRQMRXUQH\ZLOOUHVXOWLQWKHRUJDQL]DWLRQ
EHLQJDQÂDOVRUDQÃLQWKHJOREDOEDQNLQJLQGXVWU\
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)RU'LJLWDO$FWLYHEDQNVDOUHDG\RQWKHMRXUQH\WKH
principal lesson is that you need to be fully committed
WRVXFFHVVIXOO\FRPSOHWHWKHWUDQVLWLRQ<RXUGLJLWDO
HIIRUWVDUHSD\LQJGLYLGHQGVLQWHUPVRIKLJKHU52(V
with the expectation of more to come, but unlike the
'LJLWDO)RFXVHGJURXSRSHUDWLQJPDUJLQVDUHIDOOLQJ
DQGWKHFRVWUHYHQXHWUDGHRIILVQÀWZRUNLQJLQ\RXU
IDYRUDWWKHPRPHQW7KHFKDOOHQJHIRU'LJLWDO$FWLYH
banks is to maintain revenue growth while becoming
PRUHHIÓFLHQWDQGFRPSUHKHQVLYHO\GLJLWDO7KHVHQVH
of urgency in these organizations must be around
FRPSOHWLQJWKHMRXUQH\DQGHQVXULQJWKDWWKHHQWURS\
and fatigue associated with many transformations
GRHVQÀWGUDJWKHRUJDQL]DWLRQEDFNWRZDUGVWKHROG
way of doing things—especially when there are multiple
QHZDQGFUHDWLYHZD\VWRJHWLWGRQH6RPHVSHFLÓF
examples of the type of totemic decisions likely to
EHUHTXLUHGWRFRPSOHWHWKHMRXUQH\PLJKWLQFOXGH
committing fully to public cloud migration; reinventing
the core system stack to circumvent legacy constraints;
JHWWLQJULGRIWKH&KLHI'LJLWDO2IÓFHUDQGSURFODLPLQJ
the whole enterprise a digital bank; being more
aggressive about the feed/starve analysis to ensure

SO, WHAT’S NEXT?

that “change the bank” is the primary investment
axis; and making bold business portfolio decisions
to indicate an understanding of and commitment
WR2SHQ%DQNLQJ:KHQDFDWHUSLOODUWUDQVIRUPVLQWR
DEXWWHUÔ\LWDFWXDOO\GLJHVWVLWVHOIDQGUHEXLOGV
around a small number of cell bundles that are
WKHEOXHSULQWIRUWKHEXWWHUÔ\'LJLWDO$FWLYHEDQNV
need to fully commit to the new world and use
WKHUDZPDWHULDOIURPWKHROGWRHQDEOHWKDWVKLIW
The most interesting outlook from our analysis
PD\EHZKDWÀVQH[WIRUWKHEXWWHUÔLHV'LJLWDO
)RFXVHGEDQNVKDYHVHWWKHPVHOYHVDSDUWIURP
the pack and established an enviable position in
WKHH\HVRILQYHVWRUV+RZHYHUWKHFKDOOHQJHIRU
WKHPLVREYLRXVO\KRZWRSLYRWIURPDQHIÓFLHQF\
focus to a growth focus, because only through
generating faster top-line revenue growth will
this group have a hope of closing the gap with
ÓQWHFKDQGELJWHFKFRPSHWLWRUVWKDWDUHLQFUHDVLQJO\
HQFURDFKLQJRQWKHWUDGLWLRQDOEDQNLQJEXVLQHVV
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:LWKLQWKLVJURXSWKHUHDUHVRPHH[DPSOHVRI
individual banks, like BBVA, with strong, top-line
revenue growth, but as the analysis shows, as a
JURXSWKH\DUHQRWJURZLQJIDVWHQRXJKÈ\HW
Growth could come from a couple of different
VRXUFHV)RURQHE\GRXEOLQJGRZQRQEDODQFH
sheet growth and using Open Banking to diversify
WKHLURULJLQDWLRQRSWLRQVIRUERWKDVVHWVDQGOLDELOLWLHV
:RUNLQJZLWKWKLUGSDUWLHVWRDFTXLUHDQGPDQDJH
customer relationships will become more and
more common as the banking industry transitions
from a vertically-integrated business to one where
collaboration occurs between a diverse set of
HFRV\VWHPSOD\HUV7RGULYHUHYHQXHJURZWK'LJLWDO
)RFXVHGEDQNVZLOOQHHGWREHFRPIRUWDEOHEHLQJERWK
PDQXIDFWXUHUDQGGLVWULEXWRULQGLIIHUHQWVLWXDWLRQV
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'LJLWDO)RFXVHGEDQNVZRXOGDOVRGRZHOOWRUHFRJQL]H
DQGH[SORLWWKHWUDSSHGYDOXHLQLQIUDVWUXFWXUH
The launch of banking-as-a-service (BaaS) offerings
IURP%%9$&OHDU%DQNlDQGVRRQRWKHUVGHPRQVWUDWHV
WKHOXUHRISRZHULQJEDQNLQJRSHUDWLRQVIRURWKHUV
This transformation into a very large caterpillar may
well be the wisest transformation strategy, if it provides
LQWHULPIXHOIRUFKDQJH)RULWWRZRUNKRZHYHUEDQNV
ZLOOQHHGDSDUDOOHOEXVLQHVVPRGHOEXLOWVSHFLÓFDOO\
as a multi-party service provider with BaaS economics
DQGDUREXVWJRWRPDUNHWDSSURDFK

SO, WHAT’S NEXT?

7KHRWKHUVRXUFHRIJURZWKIRU'LJLWDO)RFXVHG
banks is to address head on the fee income
FKDOOHQJHWRFRXQWHUDFWEDODQFHVKHHWJURZWK
)HHLQFRPHZRQÀWFRPHIURPWUDGLWLRQDOVRXUFHV
&RQVLGHUWKDWWKHELOOLRQVRIGROODUVWKDW86EDQNV
gather in account overdraft, account maintenance,
and payment fees are squarely in the sights of a host
RIÓQWHFKSOD\HUVDQGWKHDVVXPSWLRQPXVWEHWKDW
WKH\ZLOOGLPLQLVKRYHUWLPH,QVWHDGWRJHQHUDWH
QHZIHHLQFRPH'LJLWDO)RFXVHGEDQNVZLOOKDYH
to go beyond their traditional business boundaries
and use their customer trust and information
DGYDQWDJHWRDGGWDQJLEOHFXVWRPHUYDOXH

While their approaches will vary by market,
RXUPDUNHWREVHUYDWLRQVSRLQWWRÓYHWLSV
for igniting future revenue growth:
1. MAKE THE NEW TRULY NEW
$Q\DWWHPSWWRH[SDQGLQWRDGMDFHQWUHYHQXH
IDLOVZKHUHWKHHQGRIWKHFXVWRPHUMRXUQH\
LVDQH[LVWLQJEDQNSURGXFW
2. VIEW UNICORNS FOR WHAT THEY ARE
([FHSWLRQVQRWWKHUXOH)LQDQFLDOVHUYLFHVSOD\HUV
can only really support broad lifestyle platform
SOD\VDVRSSRVHGWREHLQJWKHFHQWUDOSODWIRUP
$VVXFKWKH\QHHGWRSODQIRUUHYHQXHDFFRUGLQJO\
3. OWN AND CONTROL
2ZQDQGFRQWURODQ\QDUURZDGMDFHQWSODWIRUP
VHUYLFHVWKDW\RXRUFKHVWUDWH,WÀVWKHRQO\ZD\
WRHDUQVXVWDLQDEOHUHYHQXHIURPWKHP
4. ENABLE DYNAMIC STAGE GATING
$GGPRUHVWUDWHJLFVSHFLÓFLW\WRGHVLUHG
productivity or growth outcomes and re-invent
core investment approaches to enable dynamic
VWDJHJDWLQJ7RRPDQ\SOD\HUVDUHDOORZLQJ
agile caterpillars to eat leaf after leaf with no
EUHDNRXWSODQ-XVWEHFDXVH\RXPD\EHDKHDG
GRQÀWJHWFRPSODFHQW
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5. EVOLVE THE BUSINESS MODEL
Do more than empower the innovation function
to increase the chances of a successful digital
WUDQVIRUPDWLRQ(YROYHWKHEXVLQHVVPRGHO
to be proposition-centric, featuring digital
factories and special processes for procurement,
WDOHQWPDQDJHPHQWDQGULVNFRQWURO
:KHWKHUWKHDQVZHUWRWKHIHHLQFRPHFKDOOHQJHLV
selling white goods, like BBVA, or forward integrating
into the home search process as many mortgage
lenders have attempted to do, the answer will
YDU\E\PDUNHW:KLOHWKHUHLVVWLOOUXQZD\OHIWWR
GULYHGRZQFRVWLQFRPHUDWLRVLQWRWKHVDQG
squeeze yet more return from the current business,
ultimately a sustained market valuation premium
WKDWGLIIHUHQWLDWHVGLJLWDOEXWWHUÔLHVZLOOQHHGWR
DOVREHDQFKRUHGLQGLIIHUHQWLDOUHYHQXHJURZWK

METAMORPHOSIS READY?
Transformation is hard.
The metamorphosis that turns
WKHFDWHUSLOODULQWRWKHEXWWHUÔ\
is rare in nature and also rare in
the banking sector. The evidence
suggests that we have indeed
moved into a period of volatility
and industry change and that
digital maturity is at least one
of the factors that will separate
future winners from losers.
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5DWKHUWKDQÓ[DWHRQEHLQJWKH8EHURIEDQNLQJ
with all that connotes about headlong growth, the
message from our research is that digitally-enabled
FRVWUHGXFWLRQLVWKHÓUVWQHFHVVDU\VWHSLQEXLOGLQJ
DIXWXUHUHDG\EDQN2QFHWKDWIRXQGDWLRQKDVEHHQ
laid, there are going to be many other challenges
about how to grow and differentiate the business
PRGHO7KHFKDOOHQJHIDFLQJDOOEXWDKDQGIXO
RIEDQNVDWWKHPRPHQWLVKRZWRWDNHWKDWÓUVW
VWHSDQGFUHDWHWKHRSSRUWXQLW\WRJHWDLUERUQH
6RZKHWKHU\RXDUHD&(2D&KLHI6WUDWHJ\2IÓFHU
RUHVSHFLDOO\D&KLHI'LJLWDO2IÓFHUWDNHDVWHSEDFN
DQGDVNWKHKDUGTXHVWLRQ,V\RXUEDQNDERXWWR
emerge from the chrysalis you have spent the last
few years trying to build or are you feeling that you
DUHVWXFNRQWKHIRUHVWÔRRU":KDWHYHU\RXUOHYHO
of digital maturity, we believe that the roadmap to
EHFRPLQJDEXWWHUÔ\DQGFRPSHWLQJHIIHFWLYHO\
with the challenger unicorns is now becoming
clearer and that Accenture can help to both chart
WKDWFRXUVHDQGKDYHFRQÓGHQFHLQLWVH[HFXWLRQ
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CATERPILLARS, BUTTERFLIES, AND UNICORNS: DOES DIGITAL LEADERSHIP IN BANKING REALLY MATTER?



