THE TIME IS

NOW
Hong Kong consumers are ready for
Open Banking services: banks should
act now to seize this window of opportunity

CHANGE AMID
A NEW ERA OF
SMART BANKING
• The global movement towards Open Banking has arrived
in Hong Kong, with the Hong Kong Monetary Authority
(HKMA) launching the first phase of its Open Application
Programming Interface (Open API) framework in January 2019.
• Combined with other connected initiatives such as virtual banks
and the Faster Payment System, Hong Kong is developing a new
smart banking playing field. The HKMA’s latest initiative aims to
make it easier for banks to develop and adopt APIs, stimulating
innovation and collaboration with technology firms.
• Established banking value chains will likely be disrupted, and
traditional product and service offerings reshaped. Between
2005-2016 new entrants took 15% of new revenue in the US
and 34% in Europe. A similarly large share of revenue could
be at play in Hong Kong.
• Meanwhile, Chinese entrants have brought new and enhanced
capabilities that are already being felt in Hong Kong, and they
continue to gain market share.
• Accenture research shows local consumers are among the
most willing worldwide to embrace Open Banking, more so
than other comparably mature markets such as the UK and
Australia. Security and data privacy issues are their top concerns
—yet banks can take advantage of their position as trusted parties
to address these.
• The sooner banks embrace the Open API framework, the faster
they can develop new personalised services and stay competitive.
To achieve this, banks should build ecosystems through
strategic partnerships.
• To leverage Open Banking successfully, banks will have to
rely on their technical ability to import third-party products.
They must also adopt a collaborative mindset.
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OPEN BANKING IS HERE
The world has seen various global Open
Banking initiatives launched, including
the UK’s Open Banking Implementation
Entity,1 the EU’s PSD2 legislation that
obliges banks to share certain customer
data,2 and Australia’s Consumer Data Right.3
Now, with the launch of an Open
Application Programming Interface
(Open API) Framework in January 2019,4
the HKMA is driving local banks to publish
APIs for different financial products and
services. The Open API Framework is one
of seven initiatives proposed by the
HKMA in 20175 with the aim of improving
customers’ experience of financial services
through innovation and competition.
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By publishing APIs for use by external
parties, traditional retail banks are being
encouraged to develop more personalised
and novel services in collaboration with
third party providers (TPPs). With different
TPPs—retailers, payment service providers,
fintech start-ups and others—entering the
financial services market, Open Banking
also compels incumbent banks to become
more competitive in developing such
services or risk losing market share.

A PHASED APPROACH
TO SMART BANKING
Unlike the regulatory regimes in the EU and the
UK, which have clear timeframes and deadlines,
the HKMA’s approach is more liberal, allowing
local banks to ease into the Open Banking
era. The HKMA’s Open API Framework is a
four-phase approach that will open financial
services gradually to external parties.
Phase I sees local banks publish APIs
that allow TPPs to access information
about their products and services. This
phase encourages transparency and allows
banking and non-banking parties to develop
applications to compare financial products.
As part of the launch, banking consortium
JETCO launched APIX,6 an exchange
platform that provides more than 200
APIs from 13 banks within a single portal.
Phase II, expected in Q3 2019, opens up APIs
for processing applications for credit cards,
loans and other financial products. Phases III
and IV cover account information, payments
and funds transfer. Roll-out dates for these
phases have not been announced as they
entail more risk to existing business models.
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A LANDSCAPE
CONDUCIVE TO
OPEN BANKING
The supportive regulatory environment,
embodied by the HKMA’s “new era of
Smart Banking” and being rolled out
with a phased approach (see previous
page), combined with recent flagship
infrastructure projects like the Faster
Payment System, make Hong Kong a
conducive environment for the adoption
of Open Banking. The potential exists for
new financial services and products that
can leverage the richer data and enhanced
infrastructure provided by a real-time
payments capability.
In parallel, the competitive landscape
continues to change. The arrival of new
virtual banks offering streamlined customer
experiences and seamless onboarding adds
competition to a market already disrupted
by the growth and increasing wallet share
of WeChat Pay and Alipay. Both offer a
compelling customer experience that
could threaten to disintermediate banks
at key points in the customer lifecycle,
erode their revenue, and deprive them
of potentially valuable transaction data.
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How banks respond to these conditions is
crucial. A focused and sustained effort at
forging effective partnerships will convey
a first-mover advantage. A slower response
might see a significant portion of new
revenue won by new entrants, as in
Europe and the US.

The arrival of new virtual banks
offering streamlined customer
experiences and seamless
onboarding adds competition
to a market already disrupted by
the growth and increasing wallet
share of WeChat Pay and Alipay.

HONG KONG CUSTOMERS
ARE (SOMEWHAT) READY—
ARE THE BANKS?
Despite the launch of the Open API
Framework, Accenture’s survey shows just
32% of Hong Kong consumers (in a sample
size of 2,010) are aware of the concept of
Open Banking.
Yet that is ahead of many markets. When
Accenture asked Australian consumers a
similar question last year, just 17% were aware
of that country’s Open Banking initiatives.7
One explanation for Hong Kong
consumers’ greater awareness could
be that prominent fintech services that
began in China led consumers in the city
to associate Open Banking services and
digital payment ecosystems (even though
technically they do not represent true
collaborative Open Banking initiatives).
This association, and the ubiquity
of new financial services ecosystems
in Mainland China, might also have
reinforced the willingness of Hong Kong
consumers to share their banking data
with TPPs. Our survey shows 51% of local
consumers are willing to share their data if
doing so would bring better deals or other
benefits. The percentage of respondents
who would refuse to do so is 31%, less than
half the proportion that said the same in
Australia (66%)8 and the UK (69%).9
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Unsure
22%

Are you
familiar with
the term
“Open Banking”?

Yes
32%

No
46%
Source: Accenture survey

These are encouraging signs that
indicate Hong Kong consumers are ready
for Open Banking services. But are banks,
fintech firms and TPPs?
Some early movers, particularly
international banks, have launched API
development initiatives on an aggressive
schedule. In November 2016, Citi was
among the first to open its API Developer
Portal to the Hong Kong and Singapore
developer communities.10 Building on that,
the bank has developed partnerships—
including with retailer AS Watson Group,
which allows Citi customers to convert
credit card reward points into the retailer’s
customer loyalty program MoneyBack.11

DBS Bank, meanwhile, started developing
its API strategy and created the DBS
Developers API hub at the end of 2017.12
The bank has published over 155 APIs in
20 categories and has onboarded more
than 50 companies to develop consumer
solutions.13 Hong Kong’s major retail banks
have also taken steps: Standard Chartered’s
aXess portal, for instance, has four APIs
for the Hong Kong market (of 50 in total).14
Despite these pioneers, the nature of the
regulatory environment means there is little
urgency for banks and TPPs to roll out Open
Banking. Yet those that are aggressive will
likely be the first to develop compelling
propositions in the smart banking market,
thereby increasing customer retention and
growth opportunities.
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To some extent this is a chicken and egg
situation: if banks can show the authorities
they are ready in terms of culture, technology
and operational capacity, they might push
the HKMA to speed up the deployment
of Phases III and IV.
Regardless, it is in banks’ interest to
develop effective partnerships that build
“sticky” revenue protecting and enhancing
ecosystems. This is the type of partnership
that Yolt, for instance, has achieved by
aggregating customers’ savings, credit
card and current accounts in one place
across the UK’s nine retail banks.

OPEN BANKING AND
SECURITY CONCERNS
Realising the Open Banking vision raises
other challenges, with concerns around
security and privacy among the most
significant: 71% of Hong Kong consumers
say that is their main concern. Other worries
include a lack of trust of TPPs (cited by
43%) and a lack of understanding of the
Open Banking concept (42%). 90% were
concerned with data privacy.
Would you be willing to securely share your
financial data with non-banking parties?

No

69%

66%

That matches consumers in other
countries, including Canada and Australia.
Respondents in all three places listed
data privacy fears and mistrust of big
tech companies as their first and second
concerns. Yet Hong Kong citizens also say
technology could alleviate their concerns.
About half (51%) say security problems
could be addressed through traditional
means, such as additional access measures
like authentication passwords and security
questions, and half trust biometric
technologies like fingerprint or facial
recognition. The answer is to ensure that
Open Banking services are safe—and are
perceived as such.

31%
Hong Kong

Australia

United Kingdom

Source: Accenture survey

What would your main concerns be with Open Banking?
71%
62%

64%
56%

51%

71%

43%

47%

44%

53%
40% 42%

25%

I am concerned about
the security and
privacy of my data

Canada

Hong Kong
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I don’t trust large
companies with my
banking data

Australia

I don’t think it will
deliver enough value to
drive a change in my
banking behaviour

I don’t understand the
benefits enough to
provide TPPs with my
financial data

What would your main concern be with “Open Banking”*
71%
43%

42%

I am concerned about I don’t trust large tech
the security and
companies or 3rd parties
privacy of my data
with my banking data

I don’t
understand
enough

25%

24%

I don’t think
it will deliver
enough value

I don’t trust the
banks with my
financial data

What would help address your security concerns*
51%

50%
40%

Additional access
measures such as
an authentication
password and
security questions

Biometric
technology such
as fingerprint
scanning or facial
recognition

Real-time analysis
Review third
of my payments to parties’ permission
check they conform
to access my
to my normal pattern
banking data,
of behaviour, with
which I can edit
text message alerts

*The respondents were able to submit more than one answer
Source: Accenture survey
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37%

36%
Regular requests
from my bank for
additional
authentication

IN BANKS WE TRUST?
Trust is another major challenge. The good
news is that banks—particularly respondents’
banks—remain the most trusted parties to
handle personal financial data. 59% of Hong
Kong consumers say they would trust their
own banks with their financial data, far ahead
of trusting another bank (6%). International
payment firms (15%) and local payment firms
(12%) came second and third.

That said, the phased nature of the
roll-out means Open Banking is not an
all-or-nothing proposition, and neither
is the issue of trust. When it comes to
payment transactions banks are the most
trusted party (41%), but that is only slightly
above other non-bank platforms like online
retailers (38%), large tech companies (26%)
and service platforms (19%).

Local banks can take advantage of their
trusted status to lead the development
of Open Banking services before new
entrants—such as fintech firms and
e-commerce-based ecosystems—start
building services and gaining trust.

The increased adoption of e-wallet
services and non-bank payment options
means consumers are starting to recognise
their benefits. These services have likely
contributed to higher trust in non-bank
parties to initiate payments, particularly
during purchases.

What types of authorised companies would you be willing to trust to provide access,
with your consent, to your financial data?*
59%
12%
15%
Only my International Local
bank
payments payments
firms
firms

8%

8%

Retailers

Large
online
retailers

6%

6%

6%

5%

14%

Another
Large
Chinese Large tech I wouldn’t
bank e-commerce payment companies trust any
platform
firms
of the above

If you could initiate all payment transactions through an online non-bank platform and grant access to
your bank account, instead of making the payment through your bank, which one would you trust?*
41%

38%
26%
Trusted online
retailers

Large technology
companies

19%
A service
platform

*The respondents were able to submit more than one answer
Source: Accenture survey
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9%
A large social
media platform

I wouldn’t initiate a
payment through
an online non-bank
platform

INCENTIVES AND
APPLICATIONS
In the short term, then, banks face a
tactical issue: how to build trust in, and
usage of, novel services? Incentives are
crucial: more than half of respondents
say they are willing to share financial data
with TPPs in exchange for better deals and
benefits. Banks must therefore identify the
incentives their customers want.
The key is personalisation. Most respondents
will share financial data if that brings tailored
offers (63%) such as better mortgage rates
or higher savings interest rates. 49% will
do so if they can enjoy personalised or
tailored services.
Since preferred incentives are diverse and
personalised, local banks should quickly
develop different applications by building
partnerships—as many banks in Europe have
done to drive their Open Banking initiatives.

One example is Bank of Ireland. Through its
partnership with the Post Office in the UK,
it offers more than 2.4 million customers
access to products ranging from savings
and loans to foreign exchange, credit cards
and mortgages at over 11,000 Post Office
branches.15 The customer perceives that
they are banking with the Post Office, but
Bank of Ireland is the provider using thirdparty partnerships to grow its balance sheet
outside its home market.
Apart from expanding the customer base,
partnerships can enhance existing offerings
to drive customer stickiness. Barclays’
partnership with PayPal is an example of
delivering customer value at scale while
creating mutual benefits.16 Syncing PayPal
and Barclays accounts in the retail world
offers millions of bank customers the
convenience of viewing their PayPal and
Barclays accounts in a single dashboard.
And Barclays can potentially extend its
rewards program via PayPal channels.

What incentives/benefits would you need to trust/provide access to a third-party
with your banking data?*
63%
49%

Tailored offers like
a better mortgage
rate or higher
return on savings

A more
personalised and
tailored service

28%

27%

5%

To see my credit
score or apply for
credit more easily

To view my bank
balance when
making purchase
decisions

Others

*The respondents were able to submit more than one answer
Source: Accenture survey
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Commercial banking services are also
finding new opportunities with Open
Banking. Accenture’s 2018 Open Banking for
Business Survey17 showed 54% of large banks
expected Open Banking would help them
grow revenues up to 10%, while another 35%
expected a revenue boost of up to 20%.18

Apart from expanding the
customer base, partnerships
can enhance existing offerings
to drive customer stickiness.
Barclays’ partnership with PayPal
is an example of delivering
customer value at scale while
creating mutual benefits.
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One local bank that is tapping into this
opportunity is Bank of East Asia (BEA),
which worked with Mastercard and QFTPay
to launch i-Payment Hub last August.19
This service allows BEA’s merchants in
Hong Kong to consolidate online and
offline payments on a single platform.

THE RISE OF
BANKING ECOSYSTEMS
Ultimately the aim is to develop entire
ecosystems, a goal that is enabled by
sharing data through Open Banking.
Once data starts to flow, opportunities to
collaborate multiply. Accenture research
shows the number of financial services
related to sharing APIs with TPPs grew
from 12 in 2007 to more than 1,600 in 2017,
and that this number will keep growing.20

can develop new personalised services
and stay competitive. To speed up this
development, local banks must build
ecosystems via strategic partnerships.
By entering strategic partnerships
with TPPs to develop a larger, mutually
beneficial ecosystem, banks have much
to gain. Not only can they innovate faster
to enhance personalised customer
services, they can also expand distribution
of products and services through
different fintech or retail platforms.

What will likely boost growth further
is that more non-bank parties are
using Open Banking to enter the
market. In doing so they will create a
reasonable facsimile of a traditional
banking relationship and look to monetise
their customer reach, trust and loyalty
through value-added financial services.

By exposing APIs and partnering with
TPPs, banks can also avoid their services
becoming commoditised by extending
their traditional services—in homes, cars,
consumer goods and travel—to support
the entire customer journey.

So, the sooner banks embrace the
Open API Framework, the faster they

Growth in Financial Services-related APIs

1,675
1,347
1,066
911
703
455

2

5

12

38

68

2005

2006

2007

2008

2009

Value added services

Source: Accenture
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111
2010

Digital currencies

179

2011
Payments

2012

2013

2014

2015

Banking & capital markets

2016

2017

THE ROAD TO
OPEN BANKING
This is not an easy journey, but banks should
embark on it sooner rather than later.
Local banks should prepare themselves
across three dimensions—technology,
culture and operations—to take advantage
of the growing awareness and acceptance
of Open Banking.
Success relies on a bank’s technical
ability to import third-party products.
Additionally, the best APIs are built fast:
the era of bringing new products to
market over many months is finished.
Banks must be able to take, for example,
a sales loan API for a seasonal promotion
from idea to market in weeks.
A different mindset is also key. KPIs
measuring revenue contribution or cost
effectiveness, for instance, might not
be suitable. Instead, banks will need to
measure success based on their ability
to build ecosystems, using KPIs such as
the number of active developers or
partners accessing APIs.
And, most importantly, banks must
recognise that formerly protected
markets are transforming to become
open, interconnected spaces with
diverse providers. Banks must modernise
their technology and operations to
allow third parties to take part and
accept that their privileged position
in the economy is a thing of the past.
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The European and North American
banking markets have shown that once
Open Banking is introduced, adoption of
new services accelerates. As soon as one
bank can show success, others will jump in.
In the era of smart banking, the surest way
to win is to be a first-mover, not a follower.

Local banks should prepare
themselves across three
dimensions—technology, culture
and operations—to take advantage
of the growing awareness and
acceptance of Open Banking.
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