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IBANYS PRESIDENT’S MESSAGE | By John Witkowski

T

he Independent Bankers Association
of New York State (IBANYS) held
our 2018 Annual Convention in
Albany, September 25 – 27. On behalf
of our officers, board of directors and staff, I
want to say a sincere THANK YOU to all our
participants: community bankers, exhibitors,
sponsors, associate members, preferred partners
and speakers. The convention was a success –
JOHN WITKOWSKI
and it wouldn’t have been possible without the
active support of everyone involved. According
to feedback, participants found the conference engaging, insightful
and entertaining. Again, thanks to everyone who attended IBANYS’
signature event of our year. We hope to see you next year at our 2019
Annual Convention June 10 – 12 at the Turning Stone Resort in Verona.
Our business sessions featured an array of intriguing speakers,
including New York State Financial Services
Superintendent Maria Vullo; Susan Powell
Byrd, CEO of Westover Strategy, Inc.; Tina
Giorgio, President & CEO of ICBA Bancard;
Jeff Cardone & Ben Azoff from the law firm of
Luse Gorman P.C.; Josh Garcia from Ketsal
Consulting; Chris Scaffidi of The Pacific
Institute, and Joe Salesky of CRMNext,
Inc. We also had a thought-provoking panel
discussion on “Investigating & Preventing
Employee Misconduct: Cybersecurity to
Fraud” moderated by Charles Amodio of
Ferraro, Amodio & Zarecki, CPAs. Panelists
MARIA VULLO
included Tom Fallati of Tabner, Ryan &
Keniry; John Flory of TAG Solutions; Teresa
Goodwin of Alliance Worldwide Investigative Group and Paul Zarecki
of Ferraro, Amodio & Zarecki CPAs.
Our trade show was a great success, and our PAC Silent Auction
raised funds for IBANYS’ state political action efforts to support
candidates who demonstrate an understanding of the importance and
priorities of community banks.
All in all, a terrific conference. Just a couple of reminders:
• Attendees should be on the lookout for Continuing Professional
Education (CPE) certificates in the mail.
• Speaker presentations from our convention are available on our
4 | Banking New York

website (www.ibanys.net) for viewing. We also have pictures
from the convention, as well as a thank you video. Don’t miss a
thing! Keep checking our website and social media platforms to
stay up-to-date with us.

TOM AMELL

MIKE WIMER

TOM CARR

IBANYS now looks to the closing weeks of 2018, including the
installation of our newly elected officers and directors for 2018-19. We
are fortunate to have outstanding industry leaders willing to commit
their time, expertise and vision to help lead and guide our association
into the future. That includes our incoming Chairman Tom Amell
(President & CEO, Pioneer Bank), incoming
Vice Chairman Mike Wimer (President
& CEO, Cattaraugus County Bank) and
incoming Treasurer Tom Carr (President
& CEO, Elmira Savings Bank.) Together
with our outgoing Chairman Mike Briggs
(President & CEO, USNY Bank) they will
lead our 2018-19 Executive Committee.
I know I speak for our entire membership
when I thank Mike Briggs for all he has
done to enhance community banking in New
MIKE BRIGGS
York State and build our association into the
economically sound, politically effective, member-driven trade group
it is today – dedicated to protecting and advancing the interests of
community banks. During my tenure as IBANYS’ President and CEO,

IBANYS BOARD OF
DIRECTORS
Chairman
Thomas Amell
Pioneer Bank, Albany, NY
Vice Chair
Michael Wimer
Cattaraugus County Bank, Little Valley, NY
Secretary/Treasurer
Thomas Carr
Elmira Savings Bank, Elmira, NY
Immediate Past Chairman
R. Michael Briggs
USNY Bank, Geneva, NY
______________________________
John Buhrmaster
First National Bank of Scotia, Scotia, NY

it has been my privilege to work closely with IBANYS
Chairmen Greg Hartz of Tompkins Trust, Dave Nasca
of Evans Bank, Chris Dowd of Ballston Spa National
Bank, John Buhrmaster of First National Bank of
Scotia, Doug Manditch of Empire National Bank
and most recently, Mike Briggs. Each has provided
the leadership and vision to help make IBANYS one
of the nation’s leading state associations representing
and fighting for community banks. Tom Amell is
eager to pick up that mantle and help us reach even
greater heights in the future.
We also are excited to welcome two new board
STEVE WOODARD
THERESA PHALON
members: Theresa Phalon (President & CEO,
North Country Savings Bank) and Steven Woodard
(President & CEO, Alden State Bank.) We are excited to have both of them as part of our 2018-19
Board of Directors, and look forward to their new ideas.
IBANYS will close out this calendar year strong in terms of our financial condition, political
effectiveness, member participation and growth. Without the participation and engagement of our
member banks, associate members, preferred partners and staff, we could not have achieved what
we have, both during 2018 and over the past several years. Thank you for your active support and
participation. We look forward to continue working together to enhance and promote community
banking in New York State. ■
John Witkowski is president and CEO of the Independent Bankers Association of New York
State. He may be reached at johnw@ibanys.net or (518) 436-4646.
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PUBLIC AFFAIRS UPDATE | By Stephen W. Rice

A Look Back ...

And A Preview Of What Lies Ahead

T

he mid-term elections brought
dramatic changes in both Albany
and Washington, producing very
different landscapes for 2019 and
beyond.
At the state level in Albany, Democrats
won control of the State Senate – winning
perhaps as many as 40 of the chamber’s 63
STEPHEN W. RICE
seats. That – together with the State Assembly
maintaining its overwhelming majority and
the convincing victories by Governor Andrew Cuomo, Lt. Governor
Barbara Hochul, State Comptroller Tom DiNapoli and State Attorney
General candidate Letitia James – gives the Democrats absolute
control of state government.
Sen. Andrea Stewart-Cousins (D-Yonkers) is expected to become
the first woman and first African-American woman to serve as Senate
Majority Leader. It is not yet known who will serve as the new chair of
the Senate Banks Committee, but it will be a Democrat. (Current GOP
Chair Elaine Phillips lost her re-election bid.)

SENATOR
ANDREA STEWART-COUSINS

GOVERNOR CUOMO

The Senate has been under Republican control for most of the past
century and a half.
Since the World War Two era more than 70 years ago, Democrats
have only controlled “the upper house” twice: In 1965, and in 200910 for two. The Senate, and its Banks Committee, have traditionally
been viewed as a” last line of defense” for business interests in Albany,
including banking. There may well be a very different legislative
agenda in 2019. The vast majority of New York community banks are
located in upstate areas, many represented by Republican senators, so
it may seem logical to be concerned over how the political changes
could impact the legislative agenda and interests of community banks.
However, the fact is our industry and association have developed
strong working relationships with our federal and state legislators
6 | Banking New York

from both parties. For much of the recent past, we have worked with
Democratic members of Congress and the State Legislature, including
two Democratic chairs of the NYS Senate Banks Committee during
the period that the Senate was governed by a coalition of Republicans
and Independent Democrats. We have been able to fully explain the
importance of community banks throughout the state – the essential
role we play in local economies, the value we bring to our customers
and communities.
We will continue that process. Indeed, we held a full briefing and
strategy session with our Government Relations Committee and
member banks the Friday morning after the election to update the
situation and begin mapping strategy.
After all, it was New York’s Democratic Governor Andrew Cuomo
who said, in releasing the Department of Financial Services Community
Banking Report a few years ago, “Community banks are the engine”
that drives New York’s economy. The report noted “community banks
provide most of the loans for New York’s small businesses and farms
and are thus essential to job growth and the strength of the state
economy. Even though community banks have less than a quarter of
all bank assets in New York and are competing against much larger
national banks, they generate more then half of all small business loans
and almost all of the small farm loans in the state.”
In Washington, Democrats captured the majority in the House of
Representatives, while Republicans held (and added to) their majority
in the U.S. Senate. Three Republican representatives lost their reelection bids, leaving the state’s congressional delegation with 21
Democrats and six Republicans
going forward.
The new Chair of the House
Financial Services Committee
is expected to be Rep. Maxine
Waters (D-CA). She is expected to
focus her agenda on consumer and
housing finance issues, including
CRA. In the Senate, Sen. Pat
Toomey (R-PA) appears in line
to assume the chairmanship of
the Senate Banking Committee.
The division of control in the two
chambers makes it unlikely that
controversial legislation will be
approved by both the House and
MAXINE WATERS
Senate.
Three New York Democrats are in line to chair key congressional
committees:
Rep. Nita Lowey (D-Westchester) is in line to become the first
woman to chair the influential House Appropriations Committee,
which oversees $1.3 trillion in annual discretionary spending.
Rep. Jerrold Nadler (D-Manhattan/Brooklyn) is in line to take the
helm of the powerful House Judiciary Committee.

REP. JERROLD NADLER

REP. NITA LOWEY

Rep. Eliot Engel (D-Bronx) is in line to chair the House Foreign
Affairs Committee.
Furthermore, Reps. Carolyn Maloney (D-Manhattan), Nydia
Velazquez (D-Brooklyn) and Greg Meeks (D-Queens) are longtime
senior members of the Financial Services Committee. Rep. Maloney
has been serving as Ranking Member of the Subcommittee on Capital
Markets, as well as on the House Oversight and Government Reform
Committee and as the Ranking House Member of the Joint Economic
Committee. Rep. Velazquez is also likely to chair the Small Business
Committee. Other New York members may be added or removed from
the committee as the House organizes for the new session.
Virtually nothing stays the same forever. We now face a very
different political dynamic in our state and nation’s capitols. IBANYS,
representing New York community banks, will work harder than ever

REP. NYDIA VELAZQUEZ

REP. CAROLYN MALONEY

to build a new foundation – based on the role, importance, and value
our banks bring to communities all across the state.
Because that’s one thing that doesn’t change – regardless of which
party is in power. When the new Legislature convenes in Albany, rest
assured: IBANYS will be right where we’ve always been since our
founding in 1974: Working in the halls of the capitol to represent
the needs, interests and priorities of New York’s community banks.
Working together, we will continue to represent the interests of
New York community banks in our state, and partner with ICBA in
Washington in the year ahead! ■
Steve Rice coordinates government relations and communications for
the Independent Bankers Association of New York State.
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CYBERSECURITY | By Dan DelGiomo

Gaining, Retaining And
Protecting Millennials
Answering The Needs Of The
Digital Generation With Identity Protection

R

Dan DelGiomo

8 | Banking New York

ecent college grads have
grown up with innovation
and therefore rush to grasp
the most recent and most
noteworthy gadget, application or informal community. That comfort and characteristic trust
with technology puts them in particular
danger for information misrepresentation
when the cyberthieves are getting continuously voracious.
This well-informed age doesn't know existence without innovation and frequently
don’t know of the threats of online movement. They see fraud and misrepresentation
as unavoidable and have been prepared that
they are not at risk for extortion relating to
their credit cards or bank accounts. This
mentality regularly keeps them from exploiting fraud administration which shields
them from potential misrepresentation and
prevents it from wreaking money related
destruction. What they don't understand is
the long, agonizing procedure engaged with
recouping from having their identity stolen.
It’s no secret in the banking world that
financial organizations are the main focus
for cybercrime. The risks of phishing and
other social building scams have stood
out as truly newsworthy and alarmed the
general population lately. Today, youthful customers comprehend that data fraud
is a major issue and that their dangers extend to their web-based shopping, banking
and social media. Numerous 20- to 30-year
olds have turned into a casualty of fraud.
A report composed by the Federal Trade

Commission (FTC) found that millennials
are the main casualties of character scams.
A year ago, they lost more cash to extortion
than seniors. The report likewise uncovered
that in excess of 30 percent of individuals
in their 20s and near 40 percent of those in
their 30s experienced occasions of misrepresentation. It is likewise important to note
that last year, 39 percent of cybercrime victims were minors. This gathering speaks to
the up and coming age of customers who
will have fraud assurance on their radar.

CUSTOMER IDENTITY
PROTECTION GIVES
ENHANCED SECURITY AND
NOTORIETY TO THE BANK

Keyloggers are a type of spyware that
steals each keystroke composed into an application or browser. They are a primary
segment in a larger part of malware. Their
principle design is to acquire credentials
generally downloaded because of a successful email or online phishing scam. During recent years, the financial world was
hit hard by financial trojans, which much
of the time are built with keyloggers aimed
at hacking bank customers. This malware
spreads in millions of spam messages every
day to harvest the credentials of its victims.
As indicated by Consumer Affairs, millennials will probably fall for computerized
scams more than established adults. Once
a banking customer unconsciously downloads a keylogger, their bank account username and password can be caught. At the
point when an account is obtained, digital

39%

OF CYBERCRIME VICTIMS
WERE MINORS.

cyber thieves can rapidly exchange and take reserves. As
indicated by one examination, account takeover extortion
tripled in the most recent year, achieving a four-year high,
with one out of five misrepresentation casualties losing cash.
As indicated by CEO of Advanced Cyber Security Corp.,
Dan DelGiorno, "Enhancing customer instruction in regard
to phishing attempts is one approach to help lessen the probability of a keylogger advancing onto their PC and mobile
devices. However cybercriminals are continually enhancing
their strategies and finding better approaches to deceive unsuspecting bank customers into tapping on an infected link."

REAP THE REWARDS OF FURNISHING YOUR
CUSTOMERS WITH ID PROTECTION

In an ongoing review, customer administration and security
were the two most vital variables banking customers refer to
when remaining with their current financial institution or relocating to another one. Offering identity theft protection as a
customer advantage answers an incredible need for recent college grads, as well as for the majority of your customers who
are banking, shopping, messaging, socializing with friends and
family and browsing the web. One report found that 74 percent
of buyers currently utilize online banking. Noting
the requirement for character insurance demonstrates to your customers that their security is your
Customer administration and security were the
top priority. ■

two most vital variables banking customers refer
to when remaining with their current financial
institution or relocating to another one.

Dan DelGiomo is founder and CEO of Advanced
Cyber Security Corp.
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STATISTICS | By Bruce Paul, Special to Banking New York

Closing The Gap

NY Community Banks Holding Their Own

A

ccording to the most recent New York Bank Benchmarks, the perceived technology gap is closing between
big banks and community banks.
Over 670,000 ratings were collected from consumers and businesses across the state. When consumers
were asked to rank banks they have not used, they were only slightly more likely to assume that the larger
banks have better technology than smaller banks.

DOES BIGGER EQUAL BETTER IN TECHNOLOGY?

This gap has been narrowing over the past four to five years as more and more customers tell us that they assume all
institutions have basically the same level of online and mobile services. In fact, when we analyzed the latest Benchmarks
results for each individual town in New York state, we found that in over 80% of the towns, there was at least one community
bank ranked in the top three in technology by potential customers.
When consumers and businesses are asked to rate their own bank, it is a different story. As you can see from the regional
rankings listed here, smaller community banks are rated as high or higher than the largest banks over 50% of the time. It also
shows that some banks are inconsistent in different areas of their footprint. Some banks are rated highly by customers in one
area but lower by customers in other areas. This is usually due to inconsistent training (see case study on page 12 for two
examples). This serves to remind all banks that while big banks might have an advantage in spending and image, community
banks can certainly hold their own.

DO BETTER TECHNOLOGY AND TOOLS REALLY HELP RETAIN CUSTOMERS?

Absolutely. The analysis of hundreds of thousands of interviews show that consumers and businesses that use and like their
bank’s technology are 24% more likely to remain loyal and to increase their share of wallet with the bank. On the flip side,
bad, out-of-date technology increases the likelihood of a customer leaving by 229%. Fortunately, only 10% of customers
think the technology at their bank is subpar. (See the case study).

BETTER THAN

36% AVERAGE

54% AVERAGE

BAD, OUT-OF-DATE TECHNOLOGY
INCREASES THE LIKELIHOOD OF A
CUSTOMER LEAVING A BANK BY

229%
WORSE THAN

10% AVERAGE
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BEST TECHNOLOGY & TOOLS

ACCORDING TO CUSTOMERS OF EACH BANK Q2 2018
Area

Rank

RETAIL

Rank

COMMERCIAL

Western New York

1
2
3
4
5

Bank on Buffalo
Northwest
BofA
M&T
Community

1
2
3
4
5

Northwest
BofA
Citizens
Evans
M&T

1
2
3
4
5

Tomkins Castile
Chase
BofA
Community
Five Star

1
2
3
4
5

BofA
Chase
Community
Citizens
M&T

Southern Tier

1
2
3
4
5

Citizens
Community
Tioga
Chemung Canal
Five Star

1
2
3
4
5

Citizens
Community
M&T
NBT
Tioga

Central New York

1
2
3
4
5

Chase
Pathfinder
Community
BofA
Solvay

1
2
3
4
5

Chase
Pathfinder
NBT
Citizens
BofA

North Country

1
2
3
4
5

Watertown
Community
TD
Glens Falls
Key

1
2
3
4
5

TD
Community
Key
Glens Falls
Champlain

Mohawk Valley

1
2
3
4
5

Chase
Adirondack
M&T
Community
Berkshire

1
2
3
4
5

Adirondack
M&T
Citizens
NBT
Key

1
2
3
4
5

Berkshire
Kinderhook
Greene County
Glens Falls
BofA

1
2
3
4
5

Berkshire
Citizens
NBT
Kinderhook
Glens Falls

Hudson Valley

1
2
3
4
5

Chase
Jeff Bank
Capital One
Tompkins Mahopac
BofA

1
2
3
4
5

Chase
Rhinebeck
BofA
TD
Wells Fargo

New York City

1
2
3
4
5

Chase
Signature
Queens County
BofA
Capital One

1
2
3
4
5

Signature
Wells Fargo
Chase
NY Commercial
Atlantic

Long Island

1
2
3
4
5

Investors
Chase
TD
Capital One
Citibank

1
2
3
4
5

Investors
Chase
Apple Bank
Citibank
Capital One

Allegany, Cattaraugus,
Chautauqua,
Erie, Niagara

Finger Lakes
Genesee, Livingston,
Monroe, Ontario, Orleans,
Seneca, Wayne, Wyoming,
Yates

Broome, Chemung,
Chenango, Delaware,
Schuyler, Steuben, Tioga,
Tompkins

Cayuga, Cortland, Madison,
Onondaga, Oswego

Clinton, Essex, Franklin,
Hamilton, Jefferson, Lewis,
St Lawrence

Fulton, Herkimer,
Montgomery, Oneida,
Otsego, Schoharie

Capital District
Albany, Columbia, Greene,
Rensselaer, Saratoga,
Schenectady, Warren,
Washington

Dutchess, Orange, Putnam,
Rockland, Sullivan, Ulster,
Westchester

Bronx, Kings, New York,
Queens, Richmond

Nassau, Suffolk

GRAPHIC: BANKING NEW YORK

*Data provided by New York Bank Benchmark
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CASE STUDY:

Two community banks recently updated their online banking services within a few months of one another in the middle of last
year. Both used the same core provider and upgraded to the same online platform. Before the transition, both of their respective
customer bases rated their technology very poorly and at both banks the online and mobile usage was about 20% behind local
competitors. The percentage of customers at each bank that did not know how to use the tools was between 35 and 40%.
A year later, the outcomes have been very different.
For Bank A, there has been a 17% increase in the number of their customers using the online tools. Those customers now rate the
bank’s tech 7% above average, and overall loyalty and cross sell have started to increase. All of this while cost-to-serve has just
started to drop. They got everything they hoped from such a big investment.
For Bank B, the transition has been tough—online usage has actually dropped 3% among customers and loyalty has dropped
slightly. And complaints have soared. So far, the net result of the transition has been negative.
So why such different outcomes despite moving to the same tools? Their customers are very clear (we interview thousands of
them as part of our Banking Benchmarks): the training they received was vastly different.
At Bank A, one year after transition, 9% of the customers say the tools are hard to use and 12% said they still needed training
to use the new tools. At Bank B, customer responses are 59% and 62%, respectively. Bank B leadership had assumed that the
tools would be intuitive enough that their customers would figure them out and did not have a structured training program for their
customers—or their staff. During our interviews, we hear comments like: “how am I supposed to be able to use the online banking
if the staff at the branch don’t know how?” The clear lesson is that the training is as important as the tools.

DOES TECHNOLOGY REALLY
ATTRACT NEW CUSTOMERS?

This answer is more complicated. Most consumers do say that
technology is important in choosing a new bank. But what is less
clear, in the minds of those same consumers, is which banks have
the best technology. The latest Benchmarks results show that 76%
think most banks and credit unions have about the same caliber
technology and tools.
Out of the hundreds of institutions we cover in the state, the vast
majority were rated average or above in technology by potential
customers. Only 69 banks and credit unions in New York were rated
as subpar by non-customers. While this is bad news for the largest
banks that have spent tens of millions of dollars developing their
tools and even more money marketing those tools, it is good news
for many smaller institutions that are getting the benefit of the doubt
from prospects.

THE TIMES ARE CHANGING.

New York banks have to ensure that they are ready for the
continuing shift away from the branch toward technology. More
than 62 percent of New York customers say they will increase their
usage of online and mobile banking tools this year. For high income
earners (over $250,000 per year), that increases to 67%, and for
Millennials, that goes up to 74%.

MILLENNIALS ARE CHANGING THE LANDSCAPE,
NOT DEMOLISHING IT.

Many bankers believe that the younger generation, the
Millennials, are causing the branch to go the way of the dinosaur.
Some bankers think the only reason to keep branches open is to
accommodate wealthy, elderly customers who just want to come
in for a chat. In New York at least, both of these notions appear
to be overblown. Across the state, less than half of Baby Boomers
say they prefer using a branch or the phone over online and mobile.
Among Millennials, about a quarter say they actually prefer the
branch or phone versus online and mobile. This does vary quite a bit
from area to area so it is very important to understand the dynamics
in your particular trade area.
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GENDER GAP

In a reversal of roles in years past, women in New York are now
almost 18% more likely than men to prefer online/mobile to branch/
phone. Women are also going to increase their use of online and
mobile faster, further widening this technological gender gap. This
gender disparity is playing out in some interesting ways, with a few
New York banks ranking much higher among women than men.
With the financial and tech savvy of women compared to men, this
could be a very lucrative approach for some banks.

THE THREAT OF FINTECH

Many articles have proclaimed the banking industry as doomed in
the face of a fintech revolution, with companies like Apple, Google,
Amazon and others supposedly poised to relegate the hapless old
bank to the history books alongside the whip and buggy purveyors.
In New York, non-banking technology has made some inroads,
with 36% of customers currently using some non-banks to handle
their money. While that is not a surprise to many, what might be a
surprise is that Millennials are the least likely to use non-banks and
Baby Boomers are more likely to do so. The reason lies not in age,
but in wealth. New York residents with incomes over $100,000 are
much more likely to have diversified their financial partners than
their less well-off counterparts.
Technology and tools really can make a difference in a customer’s
experience, and usually for the better. It is important to know how
you compare to your local competition, both from your customers’
perspective and your potential customers’ perspective. First and
foremost, you have to determine if your technology is a net positive
or net negative. Then you can plan how to fix it and prevent attrition,
or to leverage it to gain loyalty and new business.
___________________________________________________
Bruce Paul is president and CEO of Customer Experience Solutions,
which produces the semiannual New York Bank Benchmarks. For
information about subscriptions to the Benchmarks, or specific results
for any banking institution or trade area, email info@cescx.com.

BUSINESS | By Stephanie Pandolf, Special to Banking New York

How Banks Can Innovate Their
Way To Resiliency

A

A LOOK AT WHICH TECH TRENDS CAN HELP BANKS PREPARE
FOR THE NEXT RECESSION

nother recession seems to
be imminent, with several
indicators pointing toward
a downturn. In fact, the
National Association for
Business Economists predicts that there will
be a recession in 2020, with an economic
decline beginning in 2019. The economists
cite President Donald Trump’s current trade
policies as a factor. The policies, which
target imports from Mexico, Canada, Europe,
and China, will likely lead to retaliatory
tariffs and will put upward pressure on
inflation. However, other economic signals
are indicating that another recession is just
around the corner. Both household and
corporate debt are at record highs, with
household debt reaching $13.2 billion in Q1
2018, and corporate debt climbing to 45% of
GDP. More worrying, nearly 11% of student
loans were seriously delinquent (90 days or

more past due), while credit cards and auto
loans in serious delinquency reached 8% and
4.3% respectively.
Although a recession may be inevitable,
banks may be able to capitalize on the
innovations the financial industry has seen
over the past few years. These innovations
can help banks reduce costs significantly,
build customer loyalty, and minimize risks,
resulting in a more resilient and efficient
business.

to their bank, without being limited to
normal business hours and in-person trips.
By providing core banking services such
as mobile deposit, peer-to-peer funds
transfer, and electronic payments through
an app, banks can create a frictionless user
experience that caters to their busy customers.
Additionally, it may help banks significantly
reduce overhead costs as they can downsize
or eliminate some physical locations.

DIGITAL BANKING

Artificial Intelligence (AI) has huge
potential in the banking industry. Essentially,
it enables computers to autonomously learn
from data, and make decisions from it. AI
is great at analyzing vast amounts of data
at lightning speed. Its applications have the
potential to improve customer service, reduce
costs, and increase operational efficiency.
Because artificial intelligence can rapidly

Providing a digital banking platform may
help banks build a more robust retail banking
channel. Moreover, giving customers access
to core banking services on digital channels
can enhance customer service, which may
build a more loyal customer base to help
banks withstand economic lows. Customers
crave transparency and increased access

ARTIFICIAL INTELLIGENCE
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analyze data, some of its most obvious functions would be in the
data-reliant fraud detection and regulatory compliance areas. For
instance, MasterCard was able to reduce false declines — which
results in losses about 13 times larger than legitimate credit card
fraud — in cards by 80% by using artificial intelligence to analyze
the context of the purchase. Additionally, it can be used to aid antimoney laundering (AML) transaction monitoring by allowing banks
to review transactions in real time and improving the accuracy.
Meanwhile, using AI to analyze customer data has a multitude of
functions, such as assisting with the credit scoring and loan approval
processes. AI can review data from past loan applicants, for instance,
to identify patterns for those who are fraudulent or likely to default,
helping reduce losses.
AI can also help improve risk management processes, increasing a
bank’s resiliency. Because AI is able to process more data, banks can
utilize more internal and market data to gain a comprehensive view
of risk factors, allowing analysts to make better decisions. Investment
models can also be significantly more detailed using AI and adjusted
quickly to account for changing market factors like interest rates and
inflation.

ROBOTICS PROCESS AUTOMATION

Robotics Process Automation (RPA) has numerous applications for
enhancing a bank’s operational efficiencies. RPA is the automation
of repetitive processes by robots executing pre-programmed rules.
This differs from AI in that it directly copies human behavior, while
AI can learn and become more efficient. Although this comparison
may make RPA seem limited, it is vasty beneficial when applied to
repetitive processes, such as creating invoices. Automation using
RPA provides a more efficient, consistent, and cost-effective way for
these processes to be completed.
RPA can perform tasks like creating a PDF and emailing it to
someone, processing invoices, and generating and reviewing internal
reports. Although this technology isn’t completely new — insurance
firms have been using RPA to process claims for some time — many
banks haven’t taken advantage of this tech yet. For example, one bank
used it to migrate customer accounts to its system after it completed
an acquisition, as well as other one-off projects. However, if RPA
was applied to ongoing tasks like processing on-boarding documents,
it could help banks minimize customer acquisition costs as they
grow, making it easier to scale business
operations.
It can also help banks more efficiently
CHATBOTS PROVIDE CONSUMERS WITH 24/7 CUSTOMER
assess their ability to withstand a
recession, while reducing the cost of
SERVICE, ALLOWING BANKS TO SERVICE POTENTIAL
regulatory compliance. RPA can run
CUSTOMERS WHO WANT TO INQUIRE ABOUT THE BANK’S Comprehensive Capital Analysis Review
(CCAR) models and output a report
PRODUCTS AND SERVICES AT ANY TIME WITHOUT THE
based on the results. It can also review
risk data to find and explain changes in
RESTRICTIONS OF BRANCH HOURS.
risk exposure, allowing banks to more
efficiently monitor risk. Using RPA,
Lastly, AI powers roboadvisors and chatbots, which can help banks
banks can create risk reports more quickly, allowing them to be more
create a better customer experience. Chatbots provide consumers
agile and adjust quickly to changes in the market.
with 24/7 customer service, allowing banks to service potential
The benefits of these technology trends are far reaching — from
customers who want to inquire about the bank’s products and services
increasing customer loyalty to improved risk management — and
at any time. Meanwhile, roboadvisers can help reduce the cost of
each have the potential to fortify banks for a coming recession. Banks
investing, making it more accessible to a broader market, which in
should take advantage of them immediately, to ensure systems are in
turn can increase a bank’s customer base. The bottom line is, bots can
place before the economy decelerates. Less resource-rich banks can
help increase the services provided to customers, which is likely to
still benefit by evaluating the technology that would make the largest
increase customer satisfaction and loyalty.
impact at the lowest cost, such as applying RPA to risk monitoring, or
adding a chatbot to their site. ■
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INNOVATION | By Patrick Sanders

In A Flash
T

here’s no doubt today’s world is moving
quickly. Far quicker than it did during the
days where brick-and-mortar community
banking was the only game in town. And by
all indications society will continue to pick
up speed.
A recent Goldman Sachs report shows that 90 percent of
data in the world was produced just in the last two years, and
the speed of that data generation is increasing faster than we
can keep track of. Even now, only two percent of worldwide
data is being analyzed.
Bank customers are walking around carrying smartphones
with more data processing power than the computers
that powered early spacecraft. Financial institutions are

16 | Banking New York

scrambling – sometimes unsuccessfully – to reimagine their
businesses to meet the demands of customers whose needs
are changing faster than ever.
“The challenge is that the velocity of new technology
and changes in technology is more than it was 10 years
ago,” said Chad Watkins, director of market intelligence at
Informa Research Services. “The integration across different
technologies has always been a challenge for companies, but
the velocity of changes is making it much more challenging.
The velocity of change is at a pace that we’ve never seen
before, so that’s what’s causing the burden to the banks.”
In a 2017 Digital Banking Report, respondents
overwhelmingly pointed to systems integration and
challenges with legacy technology as the two biggest

obstacles to innovation. In short, how can banks with yesterday’s
technology meet customers’ needs today, all the while preparing
for the unknown challenges of tomorrow?

FIRST THINGS FIRST.

Innovation for the sake of innovation is a losing strategy.
Financial institutions can’t make changes unless they first know
why they need to make a change, and what their needs really are.
Graham Tasman, principal of business advisory services at
Grant Thornton in Philadelphia, said self-awareness is one of the
most important factors for innovation.
“That includes understanding what the future of banking is and

Patriot remodeled or relocated its nine branches to smaller
offices and installed interactive teller machines (ITMs) that
provides personal service 12 hours a day from employees
who work offsite. Patriot also installed ITMs at two additional
locations, giving the bank a footprint of 11 locations, and it offers
a mobile site that serves customers from Maine to Florida.
“It’s the world we live in,” Muskus said. “In hectic environments,
the state of the union in terms of how busy people are and the
demands on consumers and business customers, the ability to
transact from your office or home is a massive convenience, as
well as the ability to show up at the bank at 6 o’clock after it’s
closed and be able to do all you could do at 2 in the afternoon.”
“Those types of conveniences are important in our
business model these days,” Muskus said. “That is
really the thrust of why we continue to always look
for improvement avenues when it comes to utilization
of our branch offices and online technology.”

THERE’S AN APP FOR THAT.

IT’S TIME FOR YOUR
BANK TO GET INTO
THE TECH RACE

what their position will be in the banking ecosystem in the future
so they can plan accordingly,” Tasman said. “Systems don’t
create the innovation, they are enablers. Innovation comes from
having clarity around what the bank wants to be known for in
the eyes of their customers, what they think their customer value
propositions are, which to me means there’s a customer strategy
element to this that would come first.”
That’s the strategy that Patriot Bank used when it decided
to update its branches. After having a lot of conversations with
bank employees and customers, Patriot realized that most of its
walk-in traffic wanted to perform a cash transaction and get in
and out of the bank quickly. It made more sense for the bank to
operate smaller, more efficient branches that focused on moving
customers in and out, rather than the large offices it had, said
Patriot Bank CEO Rick Muskus.

When you say innovation, it’s easy to think
right away about creating a great online or mobile
experience that allows bank customers to do anything
they want from their office or smartphone. That’s the
consumer model that made Amazon, Uber, Lyft and
other companies so popular, and customers naturally
expect the same thing from their bank.
The nation’s biggest banks, such as Bank of
America, J.P. Morgan Chase & Co., Citigroup and
Wells Fargo & Co., are in a better position to invest
research and development dollars into creating
technology that seamlessly integrates systems and
keeps all the development under one roof. Smaller
banks and credit unions, however, usually are
looking at outside providers to help – and that can
create some additional challenges.
“The whole fintech movement and the companies
that are not banking entities themselves, but
technology startups focused on the financial services
sector, are really diving deep into what the customer
needs and developing capabilities to support that,”
said Will Callendar, partner at A.T. Kerney. “Many
banks would want to be able to offer some of those
technologies on a partner basis to their customers.
There is a whole triage process that you would go through from
that dimension to understand what is out there from a third-party
fintech provider that would logically and consistently expand the
product set.
“Once you identify those different players the question
quickly becomes, how would we integrate those into our core
IT platforms? A lot of banks are still operating on systems that
were developed a generation ago and through no fault of their
own, they weren’t built with the idea of third-party integration
in mind,” he said. “So the workaround and the ways you address
that have become pretty critical questions.”
One example, Watkins said, is a bank who looks to a fintech
provider to develop a mobile app to schedule appointments.
There are plenty of obstacles.
“Does it actually integrate into your frontline staff so when I
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come to do my appointment, they know that
I have an appointment? When I get there, can
I just check in with an iPad of some sort, or
do I get there and they have no idea I have
this appointment and I still have to wait 20
minutes?” he said.
It’s up to the bank to make sure the fintech’s
technology works as seamlessly with the bank’s
systems as an Amazon or Uber app does.
“Be really disciplined in the market research,”
Watkins said. “Is this something that would
make me stand out in the market space, and
then have I done my market research to make
sure that this is something that the customer
not only thinks is cool, but is something that
they are going to want and use? It’s not just my
customers, but it’s also the general population
that I’m trying to capture as I’m growing my
business.”

WHERE THERE’S REWARD,
THERE’S ALSO RISK.

Just creating the app or partnering with a
fintech provider doesn’t mean you’re through.
Vendor management with your fintech partner is
a long-term commitment, and the more partners
you have, the more risk a bank assumes.
“You’ve now extended your transaction
network to some third party that has to have
all the compliance and regulatory fitness that
your own bank has in the eyes of the regulator,”
Tasman said. “If you extend a transaction out
to a smartphone and you don’t control the front
end as the bank, sitting in the back seat and
there’s a breach, it’s the bank’s fault even if the
fintech was sloppy. You have to manage that
integration.”
And remember – computers are going to
continue to get faster, data generation is going
to continue to increase and the needs and
demands of customers will continue to grow
and be more dynamic.
“It seems like the market has to rationalize
and reconcile the future of banking,” Tasman
said. “If I’m a CEO of a bank, large or small,
and if you fast-forward 10 years, how do you
describe the services that a bank provides? Is it
a bunch of products that you’re selling like you
do today, whether it be digital or not, or is it a
customer experience that knits all that together
in a way that makes that bank more sticky with
a client?
“If banks can’t figure out how to get plugged
in with the life and lifestyle of their customers,
they are probably going to miss the boat.” ■
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Patriot Bank, with offices in New York, recently undertook
an innovation challenge to make their bank branches more
accessible to customers, while also increasing its mobile
reach.
“Our technology has evolved as a
lot of banks our size need to adapt,”
CEO Rick Muskus said. “So we have
instituted online account opening
capabilities that a lot of banks have
moved toward now. I don’t need to
tell you that a lot of people really
don’t go to the banks as much
anymore which is why we need
smaller branches to some degree.
Our online capabilities for consumers
and businesses allow customers to
CEO RICK MUSKUS
do all they need to without leaving
their office or home, so we have that
experience that is extremely important to us to continue to
improve upon.”
The challenge, he said, is being able to serve customers
regardless of how they want to interact with their bank.
“There will be a group of customers who want the one-onone experience and they will always go to the bank. We
appreciate that, we thrive on that and we are a community
bank and it’s our role to engage with our customers,” Muskus
said. “That’s balanced out by younger customers or older
customers who are out of market or who have other demands
that require their banks to be able to rely more on technology
rather than dealing with a person."
While the bank has physical locations in Westchester County,
New Haven and Fairfield counties in Connecticut. Muskus
said some of the bank’s most valued customers are located
as far away as Florida, Boston and Maine, thanks to the
bank’s mobile site and online presence.
“We view our customer base almost like a credit union model,
in which these are our members, these are our customers,
these are our long-term assets, so to speak,” he said. “We’ve
watched youngsters grow up to adults banking here, and
we’ve watched small customers become big companies on
our watch, and it’s important to have that national platform
because companies grow, they get bigger, they move.
Folks grow up, retire, they move. And we want to be able to
maintain those relationships no matter where they are. It’s
very valuable to us.”

CSI KNOWS
HOW TO
PLAY.
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INNOVATION | By Amy Radin, Special to Banking New York

TO BECOME AN
INNOVATOR,
START BY REFRAMING

I
Amy Radin

f you feel tremendous pressure these
days to innovate, you are not alone.
According to the Gartner 2018 CEO
and Senior Business Executive Survey, 62 percent of 460 CEO respondents reported their organizations
have digital initiatives or transformation
programs underway. The recognition that
new sources of client and shareholder value
must be pursued to remain vibrant is pervasive across all sectors of the economy, including financial services. The trends – including
demographic and societal shifts, technology
disruption, regulatory change, and many others – are creating opportunity and threat for
banking sector incumbents. The forces of
change have made status quo untenable for
businesses, their employees, and external
constituents.
Few business leaders come out openly as
being against innovation. But innovation is
hard to do and invites pushback, even resistance. Being an innovator on a daily basis
means knowing that efforts may not succeed
the first, second, or even third time. Confronting this possibility can make innovation con-

62%
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troversial, even polarizing. It conjures up the
idea of cool stuff, but it also means change in
a world where shareholders have come to expect – and reward – predictability. Complexity, ambiguity and uncertainty are part and
parcel of living in innovation territory.
The reality is, innovation is a non-negotiable priority, but it is daunting to execute and
deliver results.
The good news is that any organization can
influence the success of its innovation outcomes. Where is the starting point? Leaders
must be willing to set aside legacy ways of
doing things, and adopt the tools, methods,
metrics, processes, policies, talent and structures that enable and accelerate innovation.
Be open to the many possible forms innovation can take. There may be opportunities to innovate the client experience, communications or the brand, the business model
in its entirety, or internal processes and technology platforms. You may be seeking incremental innovations to sustain your business,
or a few small bets on potentially disruptive
moves. What should your innovation portfolio look like?

OF 460 CEO RESPONDENTS REPORTED THEIR
ORGANIZATIONS HAVE DIGITAL INITIATIVES
OR TRANSFORMATION PROGRAMS UNDERWAY.

"COULD ANY OF US HAVE
IMAGINED, EVEN 10 OR
15 YEARS AGO, THAT WE
WOULD FIND IT IMPOSSIBLE
TO LEAVE HOME WITHOUT
OUR HAND-HELD MULTIFUNCTIONAL COMPUTER AND
COMMUNICATIONS DEVICE?"
Have a clear business objective. Are you seeking to attract and
build relationships with a particular client segment, grow revenues,
decrease expenses, or both? What are the drivers of your objective
in today’s business model, and where do you see your leverage
to have an impact? Factor in the feasibility requirements to make
your ideas operational realities.
Actively engage to get insights about your clients especially
their emotional needs, and not just those that are rational. A
few years back I worked with a team that pioneered a digital experience where borrowers who were late on loans could arrange
new payment terms. What was the appeal to clients? Collections
phone calls, the industry standard, are embarrassing. Most people
are good people to whom bad things happen: a job loss, medical
emergency, even a car repair can set a borrower back financially.
By providing a private, additional alternative to the collections
call, the bank found repayment levels increased meaningfully.
Understanding client emotions around their financial needs has
implications for business performance, and can be a source of innovation that delivers results.
Use metrics that are relevant to assess innovation performance
and potential. Legacy performance measures may have little relevance to innovation breakthroughs, and can turn out to undermine
potential opportunities when they are applied to nascent concepts.
Consider focusing on metrics that can nurture these investments
and empower the team. Choices should have rigor, be reasonable
for the evaluation of potentially unprecedented products and services, and be able to hold their own even in zero-sum resource
allocation processes.
New growth opportunities are put at risk when overly precise
and backward-looking metrics, from traditional business models,
are applied to gauge potential impact and measure worthiness to
continue to move forward.

Deploy prototyping and experimentation capabilities, including active collaboration with users. Could any of us have imagined, even 10 or 15 years ago, that we would find it impossible to
leave home without our hand-held multi-functional computer and
communications device?
Very, very few people can articulate their dreams of what is possible, so answers to questions like, ‘what do you need’ tend not to
be terribly productive.
That’s why prototyping can be so valuable: by giving users a
model, even a very rough one, to play with and to which they can
react, product development, marketing and technology colleagues
can figure out through observation what client needs and preferences are. User collaboration in product, service and experience
developments also helps get everyone within the organization on
the same page with regard to where their efforts and investment
dollars can have the greatest impact on results.
Innovation can be messy compared to the banking sector’s traditional operating standards. Innovation is not neat or linear.
Think about it as a series of interconnected, irregular and moving
loops. Compared to the structure of pre-digital organizations, it can
feel messy, even chaotic. But now more leaders are realizing that
innovation has a rhythm and discipline all its own. Those who are
embracing new approaches to tools, metrics, processes and policies, as well as talent and structure are making progress. These
leaders know that innovation is no longer tomorrow’s problem, and
that the means to create innovation impact on key goals is within
reach. ■

Amy Radin is an innovation catalyst, advisor, and keynote speaker
on making innovation happen.
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STATISTICS

CONSUMERS ARE
QUICKLY ADOPTING
FINTECH.
10%

Borrowing

50%

10%

Financial
Planning

Money transfer
and payment

THEY REPORT
USING

20%

Savings and
Investments

24%

Insurance

GRAPHIC: BANKING NEW YORK

1 in 3 people in the U.S. are using fintech. The demographic most likely to use
fintech are 25- to 34-year-old consumers followed by 35- to 44-year-olds. These
demographics are comfortable with the internet and mobile technologies and
also require a wide range of financial services as they achieve life milestones.
Data according to the EY FinTech Adoption Index 2017. Survey respondents could select more than one depending on
their usage.
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Our Difference:
A 70+ year legacy built serving as a retirement plan fiduciary.
Your Advantage:
Successful retirement plan outcomes for you and your employees.

At Pentegra, our difference is your advantage.
As one of the nation’s most experienced retirement plan fiduciaries, we know that expert governance
focused on plan and participant success leads to better results. Get better retirement plan results.
Learn more about our unique retirement plan solutions for banks. Contact us at 800-872-3473,
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MOST

RECIPROCAL
DEPOSITS ARE
NO LONGER
BROKERED
A new law—the Economic Growth,
Regulatory Relief, and Consumer
Protection Act—makes most reciprocal
deposits no longer brokered. This is
a huge growth opportunity for banks
across the nation. Now your bank can
grow even more deposits that increase
franchise value; attract even more highvalue, local customers; and increase
funds available for local lending.
Learn how to start growing today! Contact
Kevin Hamilton, Regional Director, at
khamilton@promnetwork.com or
(866) 776-6426, ext. 3329.

Reciprocal
deposits are
a win-win for
banks and the
communities
they serve.

To learn more, visit www.promnetwork.com/no-longer-brokered.
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