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Market Investigation Findings CMAe
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Features: Adverse effect on competition in
Barriers to accessing and assessing the provision of
information - PCAs
Barriers to switching - BCAs
Low levels of customer engagement - SME lending

Incumbency advantages
Product linkages

Information asymmetries

OF YOUR DATA

TAKE CONTROL ‘

The CMA’s market investigation into retail banking led to an adverse
finding and, consequently, the need for remedies 2



The remedies package CMA
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Foundation measures
Open Banking standards
Service quality information
Customer prompts

PCA overdraft Additional banking measures for small
Current account switching measures NMEESIES businesses
Better governance of guaranteed Overdraft alerts with grace periods Competition to develop SME
switching service Monthly maximum charge (MMC) comparison tools
Extended redirection of payments Improved account opening and switching process Loan rate transparency
following switching Loan price and eligibility indicator
Customer access to transactions Standard information requirements for
history BCA opening
Customer awareness and confidence Sharing of SME information

‘Soft’ searches
Role of professional advisers

Some remedies in the package addressed specific features. Three cut
across a number of areas and one, Open Banking, is potentially
transformative. This remedy required the industry to adopt common and
open standards for application programming interfaces (APIs), data
and security.
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APIs allow applications to share data and functionality and are widely
used in consumer and business contexts. Common and open standards
for APIs enable developers to more easily create products. 6



Open Banking
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» Fingleton/ODI Report
September 2014
Data Sharing and Open Data for Banks
A report for HM Treasury and Cabinet Office C MA Report Aug ust 2016
Competition — press release
CMA paves the way for Open Banking
« Midata March 2015 revolution
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« OBWG Report January 2016

Standard

REGULATINS

The CMA built on previous initiatives and was able to make mandatory
the adoption of open, common API, data and security standards. It also

Intends its remedies to be compatible with PSD2.



Benefits of Open Banking 1 (:MA‘A
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Customer visits
H H Excellent BIEBIEE basedon2
comparison site. Knowyour
Credit Cards Bank Accounts Insurance Loans Mortgages Business
Business Bank Accounts
v Help your company grow by choosing the right business bank account to suit your business needs.
v Whether you're looking for your first business bank account or want to switch from your current provider.
v Compare the UK's top business bank accounts from the high street bank to alternative options.
Select an account by type W w Na Credit Check
4 PCW uses 2 Customer

transaction data to clicks through

calculate which 3 Bank checks to online bank
S Customer product is best for SP;V(;/sadnaia account and
switches that customer, . enters

account including rewards securelytol m credentials.
AL and charges — TeII?:I bank to
sen

I II transaction
details to
S, PCW

Secure sharing of data with trusted partners to enable personalised current
account comparisons which will help consumers and SMEs find the best
products for them. Nesta challenge will facilitate creation of new SME digital
loan comparison tools.




Benefits of Open Banking 2 CMA
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View all your accounts in
one secure |ocation

Personal assista
managing your

Money Dashboa

7% on Transg

Spend so far this m
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Money Dashboard

T Tie Last Month

Balances Tody
£1,158 £1,552

Spend so far this month

A

Hi Freddy,

LLOYDS BANK
LetMe is using Cradit Kudos in order to add
your banking data to your loan application. ect gto

This means thal Credit Kudos will take a
quick look at your recent transaction history
and pass on some figures {like spend and
income) over to LetMe, so they can proceed
with your application. The process is safe
and secure, and doesn't leave any mark on
your eredit record
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It's a really simple process. All you have ta
do is click the link below, and follow the on-
soreen instruetions.

Acgepl invitation

This invitation will be due in February 04 -
2016 02:40 PM

g LR
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ay batence N0

peveny Euslnefs Bank Account 18,214.67

Business Savings Account 0.00

ovaartstt = wyincome kspendnd

® 5overdue
9 unpaid

..

2 draft

Foxglove Cafe Mathaniel Hormg

Dashboard Accounts Reports Adviser Contacts Settings

Foxglove Cafe

Business account = BNK Manage Invoices owed to you
n Xero 401324 a

PayPal account PBroyPai  Wanage Total cash in and out

@ Reconciled Bark balance  12,2134.57

Personal financial management, credit scoring (thin credit files), unbundling
overdrafts. Tools to assist debt counselling and money advice. Integration with
SME accounting packages — without disclosing online credentials to provider.



Tools to help ‘squeezed’ and

‘struggling’ consumers
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Use cases

Alack of trust,

sector will be early adopters of open banking solutions, Hoy
to streamline existing guidance and debt advice pr

banking solution

the Money
Advice

770\ Rdvice Service

there are opporty

, poor engagement and lower digital skills mean its uniixery consumers in e struggnng

ties for

cesses.

m Participants Key considerations

Budgeting
support

Debt Advice

Benefits
eligibility

Transaction data topopulate  * Fintech — e.g. Squirrel,

Need to understand account information
{e.g. fees, charges and limits) income streams
and expenditure.

budgeting tools and services.  ontrees etc.
. Mas

Payments initistiontomove  + DWP

money between accounts. budgeting suport
*+ Third sector 1&A

Charge prevention alerts, e.g. organisations.

risk of * Banks

overdraft, societles, payment card

providers, credit unions

Transaction data to populate  + Debt Advice providers
income and expenditure tools  + MAS

multiple
PCAS/BBAS. Consider opportunities to
include savings, credit and prepaid cards.
Fagility to facilitate payments to move maney
between accounts.

As above, plus facility to populate Standard
Financial Statement from income and

used by debt advisers FCA transaction data.
(Standard Financial Citizens Advice - * Payments initiation —for agreed repayments,
Statement). * Possibili o ted debt advice
project to0ls?

Payments [nitiation to + Creditors.
facilitate repayment.
Ability to see transaction data  + Third sector 1A * As budgeting support.

* She f held by

to understand eligibility for
its * Government {DWP).

bank.

Mordar, 16 Lanuary 2017

Use cases

via banking ap|

adopters may ¢
and couples

m Description Participants | Key considerations

Access to
credit
Jeredit
comparison

PCA
comparison
services

\courage others to engage. Key s

The squeezed are very credit dependent  + Fintech
and would benefit from credit comparison  + Lenders
apps. PCWs

Requires access to transaction data and
information on repayment/revalving
balances.

Access to Information about account
charges, balance and transaction data to
allow comparison of PCA, BBAand
prepaid card deals.

Combine with credit reference

Pew
Fintech — could
be combined into  *
finance/budgetin

£app.

information

Money guidance
organisations.

P 52N e

People in the squeezed segment are highly digitally connected but while they monitor their
gularly many don‘t plan ahead or review de
strategic engagement with finances is limited. Good experiences - cost savings/achievements -
groups to reach are squeezed younger adults, families

Despite need and digital ability,

+ Considering transaction data across
multiple accounts/cards. Opportunity to
pool family members transaction
data/cards?

eligibility.

Where trustmarked application

recommends products - the sultability of

products for user / market coverage.

* Overdraft users group that can most benefit

from switching.

in switching bank

best deals in the market.

bank balance

of early

Ability to consider transaction information
alongside credit information to determine

Low engagement but there is a clear need.

Very low engagement of people in segment

Extent ta which ‘trust mark’ apps compare

Use cases

TP\ Kadca e

m Participants Key considerations

Access to Transaction data Fintech — e.g. Credit Kudos.
credit / credit
comparison
Micro Saving  Allow usersto save (transfer] Al above.
small amounts of money into
aseparate account e.g. save  NSNI — Help to Save provider (no.
the change, scraping balance  branches could reach consumers
atend of periad. through app..)
May be attached to a
budgeting app.
Third party Alternative to bank third + Banks, Building societies, credit
date.
support/access P ™" unions.

User grants permission to
allow family member/carer to

* Fintech/Healthtech

Policy stakeholders:

monitor account
and / or initiate payments.

BBA third party
population ; Office public guardiat
Centre for ageing better; money

and mental health

Use cases

Budgeting Transaction data to populate
budgeting tools and services.
support / Payments initiation to move
Money money between accounts.
management
oole Charge prevention alerts, e.g.
00 risk of using unauthorised
overdraft.
‘Goal/rainyday savings tools.
Micro savings tools - as per
struggling.

Populating standard
financial statement
Self help tools
Payment nitiation to
facilitate repayment

In work benefits eligibility

Debt Advice S

Benefits
eligibility

Fintech - e.g.

squirrel, ontrees etc

Money guidance

organisations, e.g.

MAS, MSE

Banks and building
societies, payment

card providers, credit

unions.
Student money
advisers
Workplace

Debt advice providers.
Mas

FCA
Creditors

Third sector I&A

i FCA ageing

« As budgeting support

* Apps may want to combine credit
information/eligibility information with
transaction data.

As per budgeting support.

Payments initiation - multiple small
amounts that may vary in amount and
frequency.

Do customers understand where
maney Is being saved, is it covered by
FSCS?

Chaice over what facilities third party
can access — e.g. read only, read and
initiate payments.

« Option to restrict payment amount /
type of payee.

Deputyship
Older struggling/ill health

the Money
/ﬁ Advice Service
Use case | Description | Participants _| Key considerations _____|

Need to understand account information (e.g.
fees, charges and limits) income streams and
expenditure. E.g. distinguishing between
spending, repaying credit and saving.

Bring together information from multiple
PCAs/BBAs. Consider opportunities to include
savings, credit and prepaid cards.

Facilities to facilitate payments to move money
between accounts.

Opportunities for personal information held by
financial services, e.g. age to power ‘life event’
nudges. To populate applications for new
accounts.

One off access.

Ongoing access.

As above, plus facility to populate Standard
Financial Statement from income and
transaction data.

* Payments initiation — for agreed repayments.

« As budgeting support.

Possibility of semi-automated debt advice tools?

WP}

sguish between multiple
income streams.

the
Advice Service

Use cases
BT dae

FWBBA Access to information about account
charges and balance and transaction
data PCA, BBA
and prepaid card deals,

Combine with credit reference
infarmation.

D Instead of presenting copy of bank

g statement or utility bill

verification o sty assessment canducted by

/affordability  credit provider.

checks

Provision of  Third party lender may seek to offer

lbernati alternative to current account

alternatives o

to overdraft  Manitor transactions, send notification
of risk of entering overdraft, make

lending offer, push payment into
account and initiate repsyment when
balance rises.

Use cases
[usecne _Joesrton | parcpants ey consertions |

PCWS

Fin tech - could

camhlne facility
into

ﬂnmihd;tﬂn

Thiea sectar A2l
agencles, eg.
MAS, Cita

Fin tech
Credit reference

Fintech
Lenders, banks,
building
socleties, eredit
unions.

the Money
Advice Service

@

Overdraft users a group that can most benefit
from switching account but people in struggling
sector unlikely to engage directly. Intermediary
role for the third sector.

Paor credit rtwndmwllmtomwm available.
Apps may want to combine
Inh’msnunfd\lhll\w\nhmmn with
transaction data,

Prepaid cards targeted at this market can these be
captured to allow comparison to available BBAS
and PCAs,

Lack of trust In institutions likely to deter use.
Access to personal information held by bank to
ease process of id verification.

Apps may seek to combine credit

information/ eligibility information with
transaction data.

Understanding and agreeing to terms critical,
Requires permission for angoing monitoring of
account transaction data.

Separate consent for abllity to sccept push
payment of loan and initiate repayment. Could be
ongoing agreement to borrow/repay in particular
circumstances or separate agresment for each
instance of barrowing.

Manday, 16 January 2017

@

the Money
Advice Service

Third party Alternative to bank third party  * Banks, building

mandate. societies, credit
support / unions, card
access User grants permission ta

providers.

manitor account transactions

and / or Initiate payments. Policymakers listed
under ‘struggling”
|D verification  Instead of presentingcopyof  + Fintech
" bank statement or utility bill.  + Lenders, banks,
/ affordability e b assessment building societies,
checks conducted by credit provider. creditunions.
¢ Estate agents,
* Utilities
« Workplace
Provision of  Third party lender mayseek to  + Fintech
Iternatives to _°Ter Atematie to current + Lenders
AMernatives 1o ecount overdratt. + Banks.
overdraft Monitor transactions, send * Building societies
notification ef risk of entering = Credit unions

overdraft, make lending offer,
push payment into account

Choice over what facilities third party can access
&g, read only, read and initate payments.

« Option to restrict payment account ftype of
payee,

* lil-health

Access to personal infarmation held by bank to
ease process of id verification,

Apps may seek to combine credit
Infarmation/eligibility information with transaction
data,

* Understanding and agreeing to terms critical.

+ Requires permission for angoing manitoring of
account transaction data.

« Separate consent for ability to accept push
payment of loan and initiate repayment. Could
be ongoing agreement to borrow/repayin
particular circumstances or separate agreement

and initiate repayment when
balance rises.

for each instance of borrowing.

Organisations like the Money Advice Service have been quick to spot the
opportunity that Open Banking provides to create new digital tools to

improve consumers’ financial capability
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Customer trust and confidence CMA <
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Security Fears to Blame for Stopping Half of British Consumers from Research by Ipsos Mori for Barclays in
Sharing Personal Data 2015 showed that, even before people
were having products marketed to

Breakdown in Consumer Trust Drives Organisations to Prioritise Persona them, almost 40% would be happy to

Information Security share their data to receive personal
financial management services.

Almost 30% were undecided and only

London, UK., January 25, 2016 — Nearly thres-quarters [72 per cent] of UK consumsrs online ars concermed about the level of

protection given to the persenal information they share with brands and organisations online. This is according to o new survey 30% rejected the idea

commissioned by Informatica, the world’s number one independent software provider focused on delivering fransformative innovation for the .

future of all things data. Following a siring of high profile data breaches, ‘The State of the Data Nation’ research reveals that British What the |pSOS Mori ‘researCh
consumers’ confidence in the ability of organisafions to keep their personal daia safe is worryingly low. hlghllghted was that ‘where a clear

customer benefit was identified within
TalkTalk loses 101.000 a use case, the research participants
: Tesco Bank freezes transactions after demonstrated a strong propensity for

customers after hack cash taken from 20,000 accounts adoption’.
Study shows need to win consumer
confidence over innovation in banking
and payments

HSBC internet banking still down after bank reveals it is
fighting MORE cyber attacks

Consumer trust and confidence in security arrangements and providers’
liability key to the success of Open Banking .



Implementing Open Banking CMA®
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The CMA required the leading banks in GB
and NI to

(@) setup an entity (the Implementation Entity) that will be tasked with agreeing, implementing and
maintaining open and common banking standards;

(b) appoint a suitably qualified, independent person (the Implementation Trustee), to act as chair of
the Implementation Entity with responsibility for the delivery of the project’s objectives;

(c) use their best endeavours to achieve the objectives of the project within the timetable agreed with
the CMA,;

(d) agree to be bound by the decisions of the Implementation Trustee;

(e) release and make available through an open API by 31 March 2017, and thereafter maintain as
open data, specified reference and product information;

(f) agree with the IT open standards for APIs with full read and write functionality and make available
through them PCA and BCA transaction data sets, to be released no later than the transposition
deadline of the second Payment Services Directive (PSD2) ie by 13 January 2018.

The CMA had to strike a balance between creating an implementation
vehicle with narrow representation, to maximise speed of decision-making,

with one which was more broadly based but less agile
10
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The Implementation Structure 1 CMA%
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Stakeholder Groups | Implementation
SMEs attend WGs | Steering Group
Fintechs | (IESG)
-+ PSD2RTS i Attendees
Implementation Programme Leads (CMA 9)
+ Challenger Banks | Recommend + Chief Architect
+ Pls/PSPs : *+ Workstream Leads
« Third Parties * PMO Lead
CMA 9 SMEs e
____________________________________

- A ~

’ Technical N

— Design ]
N Authority (T DA) <4

..-n-———’

Workstreams
Stakeholder Technical Impl
__________________________________ Customer Manag‘emenl Standards Development Insfomlalion Infgasllruclure gperalianal Entity Regulatory
Stakeholder Groups Communica tions (Agile hub) ey e NEMANEE { Groation | B Le0d
SMEs attend WGs
Fintechs PRl -—=a PRl Pl
« PSD2/RTS > Working  \ -—( Working Vo = - [ Working  \ ( Working %
’
Implementation ~ Group o Workin Group  / Working \ N Group s N Group 7
§ 9™ - < -

» Challenger Banks ~N— - G R ‘f Gro ~— - -
+ Pls/PSPs NMo _muf - 2 ~ o ,': ’
* Third Parties

CMA 9 SMEs j

The Implementation Entity (IE):
« agile, able to move fast in order to complete its task within the deadline set

 inclusive of the sector’s stakeholders eg FinTechs and challenger banks

« focused on the features of the market that we concluded give rise to adverse
effects of competition that we identified

« mindful of the requirements of PSD2

« adequately resourced, funded by the 9 providers

« transparent

11



The Implementation Structure 2 CMAe
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The Implementation Trustee:

« pivotal position: responsible for the delivery of open banking standards within
an ambitious timeframe

» has the resources and powers necessary to do the job, including the ability to
Impose a decision where consensus cannot be achieved

Andrew Pinder appointed in October 2016

12
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OB Read / Write 2018 Overall Plan and Deliverables

Q4/16 Q2/17 F!E! Q1/18
. . =grati Indust
Discovery & Design > Alpha I_Beta 1 : gr:nl:n > .pe:: nrg Go lee

| |
* Products and service requirements

* Prioritised used cases

*Build Alpl Ar. «Test ‘closed’ Beta * Migration from
+ Customer journeys including £ ndbox ~-fine Beta = APIs with Industry staging to live
« Data definitions Ssh APIL - APls and representative infrastructure
R T Bet. APl users only + Industry testing
- PSD2 Gap Analysis
| | |
| Target Oper?’ 4mu.  Desiy ) Create Operational Governance Body >
N [
Operational Processes >
__ [ [
| Liability h. .1, Terms & Conditions and Open Licence >
| [ | |
| Industry Awareness >
| | I
| Education Campaign Preparation Customer Education & Awareness )
[ I [
Open Banking Implementation Entity 1 Confidential

Plans are now in place to hit the March 2017 target and those for
read/write and customer transaction data are about to be approved 13
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Tools to help SMEs CMA
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HALLENGE o
» »
] Mar May Jul sep Now = m Mar tay =
L h@
Stage 1 Stage 2
opens for e opens for P
applications applications Stage 2
applications
Stage 1 t close Stage 2
applications p» J participant Stage 1 prizes > participants Stag izes
close accepted award accepted d

£50k each to up £1m pot to up £0.5m pot to £2.1m pot to
to 20 teams to 10 teams up to 5 teams up to 3 teams

The Nesta Open Up Challenge will reward new solutions that help small
businesses to discover and access financial products and services suited to
their needs, building on innovative and secure use of data, including data
made available through open banking 15



Looking ahead CMAe
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OBWG VISION

We will be working with HMT, the FCA and PSR to manage the evolution of
the APl ecosystem’s regulatory oversight as the technology is adopted by a
wider range of products/providers



