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Can Banks Play ‘Moneyball’?

I

recently saw “Moneyball,” the
film adaptation of Michael
Lewis’s book about Oakland A’s
GM Billy Beane and his determination
to use data analysis as a competitive
weapon in Major League Baseball.
Not only was it a terrific movie, it was
an entertaining reminder of how
difficult it can be for tradition-bound
organizations to effectively leverage
their vast information resources.
It’s not so much about adopting
the technology (the movie Beane,
played by Brad Pitt, hired a quant,
played by Jonah Hill, to crunch the
numbers) as it is about persuading
people in the organization to think
differently about their business.
Beane/Pitt made no effort to hide his
frustration with the tradition-bound
baseball scouts who scoffed at his efforts to use data-based metrics for
assembling a team that could win.
And as he became increasingly con-

www.banktech.com

vinced that a data-driven personnel
strategy was the only way the
A’s could survive, Beane/Pitt also
became increasingly ruthless with
those who resisted him.
A meeting among IT managers,
line-of-business executives and data
management experts in a bank conference room may not be as dramatic
(or sweaty) as a face-off in a baseball
team’s locker room, but it’s likely
there has been plenty of conflict and
fear in the room as financial institutions have tried to come to grips with
the implications of big data. In addition to promising better and more
profitable insight into customers,
channels and risks, big data also is
going to change the ways banks operate by breaking down organizational boundaries and forcing people
out of their proverbial comfort zones.
As McKinsey & Co. partner Allen L.
Weinberg notes in a discussion of the

competitive implications of big data
featured in this special digital issue
(page 10), “It has to be the data scientists sitting with the business folks.
... It’s getting these people talking together and sharing across the data.”
One reason why it’s so important to
knock over the cultural obstacles that
can detour efforts to seize big data’s
promise is that the competition probably is on a parallel path. The irony of
“Moneyball” is that while Billy Beane
confronted skeptics in his own organization, executives of other teams
(most notably the deep-pocketed
Red Sox) embraced his vision and tactics. The A’s appear to have had a very
small window of opportunity to capitalize on the team’s data advantage
— with only 29 competitors in the
major leagues. In the banking industry, the odds are even tougher. But the
potential rewards are worth at least
as much as a World Series ring.

Katherine Burger,
Editorial Director
@kburger
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Big Data Requires Big Storage
As banks continue to accumulate massive amounts of data, with no end in sight, the industry must find new ways to store it.
By Bryan Yurcan

B

@BryanYurcan

anks have long been built on massive amounts of data. But
as “big data” gets even bigger, legacy storage systems are
growing increasingly inefficient and even obsolete, according to industry experts.
In fact, financial institutions will have to completely rethink and recreate
the way they store data to effectively deal with the crush of information
they possess, says Barbara Murphy, CMO of
“There has Panasas, a Sunnyvale, Calif.-based data storage
to be a new provider. “The challenge that the banking inway to
dustry has in consolidating different data
index and types is, can you take all the different file types
capture
and have them rest in a single location?” she
data.”
notes. “You need the scalability that can han—Ed O’Brien,
dle that, which traditional systems don’t have.
Mercator
Infinite scale is now a requirement. There
needs to be an entirely different architecture.”
Financial services firms now recognize the emergent need for quick
access to centralized data, and they are not content to propagate the
traditional model of storing data in multiple silos, Murphy adds. “Our
customers are asking for one huge, big system where all the data they
www.banktech.com

could ever want is on that system,” she says. “That’s a very different
model [from] the traditional storage system model.”
John Macaluso, SVP of bank solutions for Fiserv (Brookfield, Wis.), says it
is the need for data access that compounds the big-data storage problem.
“Historically, data was accumulated and stored, but now it needs to be
accessible,” he explains. “The biggest problems banks have is that data,
in many cases, is siloed and in disparate locations. The magic is being able
to bring that together and allow that data to become useful for them.”
Macaluso notes that for many banks, having a functional data storage
system that is appropriate for the era of big data is a high priority. “The
banks I speak to, they are continually looking at ways to address this; in
many cases it is the top item on the list,” he says. “Data storage and warehousing are the top problems they are looking to resolve. Banks are definitely beginning to identify the problem and the opportunity it presents.”
Legal and Compliance Drivers
One of the biggest drivers of the search for a new data storage paradigm among financial services organizations is legal and regulatory
pressure, according to Ed O’Brien, director of banking channels for the
advisory service at Maynard, Mass.-based analyst firm Mercator. BeFebruary 2012 5
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cause banks may need to pull up prior communications in the event
of litigation, or need quick access to disparate data to run required
risk management models, they need quicker access and connectivity
among many sets of data, he explains.
“There has to be a new way to index and capture data,” O’Brien
says. “The pipes aren’t that large, and the data is huge.”
Compliance issues are forcing banks to enable various departments
to access and share the same data, adds Fiserv’s Macaluso. “It’s not
just about how you store data, but how you provide employees access
to the different subsets to help them do their jobs,” he says. “The key
is having a single source of data that you can subdivide to get useful
bits of information by department. In the past it was easier, but now,
with the amount of data that exists, it’s more difficult.”
O’Brien adds that it’s not just regulatory and legal issues that are
pressuring banks to move to consolidated, easily accessible data
storage systems. Banks, especially considering the anti-Wall Street
zeitgeist of the day, he says, are especially wary of negative public
relations and rely heavily on data, particularly from social media, to
manage reputational risk. Banks need to be able to store and access
all data, especially unstructured data, pertaining to them in order
to effectively manage reputational risk, O’Brien insists.
And as more and more data from a growing number of sources
continues to accumulate, adds Panasas’s Murphy, the way banks
store it needs to continue to evolve. “We are just on the cusp overall
of the big-data phenomenon,” she says. “There will be a change in
how we write computer programs, how we store data, and many
other technological changes around big data.” ■
www.banktech.com

DATA MANAGEMENT TRENDS

Data Management Matures
The EDM Council’s annual rundown of data-related trends
in the financial industry indicates a growing understanding
of effective data management.
By Olivia LaBarre

@olabarre

T

he Enterprise Data Management Council recently released
its annual “What’s In and What’s Out in Data Management”
list for 2012. Overall, the list suggests that data management
has moved past its infancy and into its “gangly teenager years,”
according to Mike Atkin, managing director of the non-profit industry
association (edmcouncil.org).
This year’s trends fall under the broad themes of regulation and the
new goal of systemic analysis, maturity of the practice of data management, and infrastructure for data management. Some of the terms
on the “What’s In” list — such as “transparency” and “big data” —
likely come as no surprise to professionals in the financial industry
(see the entire list, next page).
One of the more surprising terms on the “What’s Out” list, though, is
“return on investment.” Atkin stresses, however, that just because a term
is on that side of the list does not mean it’s bad or completely irrelevant.
“The conversation about ROI has shifted. There has been a shift in the
nature of added value — it’s now leaning toward analytics and data visualization, and the ability to turn data into action,” he explains.
“I give our industry a lot of credit,” Atkin continues. He notes that
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There has been a
shift in the nature
of added value —
it’s now leaning toward analytics and
data visualization
–Mike Atkin, EDM Council

organization,” along with IT, people and money.
Atkin adds that financial institutions are learning about data
management as they go, and the
industry as a whole seems to be
working on it collectively. “We
don’t really know how to manage
data as content yet,” he says.
“We’re just figuring out how to
deal with definitions, workflow,
quality — and we’re learning that
there’s a lot to it.” ■
www.banktech.com

WHAT’S IN AND WHAT’S OUT IN DATA MANAGEMENT FOR 2012
WHAT’S IN
Transparency
Financial Stability
Market Surveillance
Operational Ontologies
Capability Measurement
Governance Implementation
Total Cost of Ownership
Links and Relationships
Regulatory Rule-Making
Legal Entity Identifier
Attribute-Based Classification
Interconnected
Big Data
Granular Reporting
Open Source Identifiers
Semantic Definition
Meaning
Natural Language
Data Visualization
Legal Facts
Flexible Architecture
Data Manufacturing
Data Comparability
Information as an Asset
Strategic Data Management
Added Value
Data Quality Rules
Data Management Maturity
Data Harmonization

Utilities
Regulatory Collaboration
Incremental Migration
Data Alignment
Data Lineage
Requirements Management
Business Alignment
Data Profiling
Front-to-Back Linkages
Exception Management
System of Record
Client Benefits
Risk/Compliance Business Case
Office of Financial Research

WHAT’S OUT
Disclosure
Systemic Risk
Market Abuse
Data Models
Performance Metrics
Governance Structure
Return on Investment
Structure
Legislative Objectives
Global Location Number
Hard-Coded Classification
Aligned
Data Overload

Aggregated Reporting
Proprietary Identifiers
Schema Definition
Labels
Message Syntax
Data Analytics
Data Structures
Legacy Systems
Data Remediation
Data Mapping
Data Importance
Tactical Data Management
Competitive Advantage
Duplicate Sourcing
Operational Risk Management
Data Workflow
Shared Services
Regulatory Mandate
Rip and Replace
Cross Referencing
Data Measurement
Requirements Capture
Top-Down Management
Data Cleansing
Transformed Truth
Find and Fix
Golden Copy
Value to Business
Logical Business Case
Systemic Opacity

Source: Enterprise Data Management Council

data management in the financial
industry has gone from being
seen as “an ugly stepchild of IT”
to being recognized as “a pillar of
operations within a financial
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How to Ride the

Big Data Wave
By Keith Collins, Chief Technology Officer at SAS,
the leader in business analytics.
What is “big data,” and how should financial institutions best address it?
Big data describes the tidal wave of data organizations face – not only volume but also velocity
and variety. Data volume is expanding due to the increase of social media, online data
collection and location data, to name a few. Volume is accelerating with additional online
activity and usage of sensor-enabled devices. The pace of business activity and competitive
pressure increases as companies begin to use data occurring on a more frequent basis,
including streaming data.
Institutions need solutions that are cost-effective and easy to manage, and that provide high
value. I see high-performance computing answering the call of big data. It can help an
organization provide a “manage and grow strategy” for enterprise analytics and data
management while taking advantage of their current investments and providing lower
total cost of ownership for the organization. High-performance computing analyzes massive
amounts of data in parallel to accelerate the pace of business decisions.
What are some of the advantages of high-performance computing?
We’ve got large investment banking firms that can recalculate the risk exposure of large
portfolios of complex financial instruments at very high speeds, handling complex computations quickly (reduced from 18 hours to 12 minutes). What does that mean? Companies
can quickly determine exposure, portfolio value at risk, and funding liquidity risk to
determine which products can be taken to market, or markets can be exited much faster.

How can we fine-tune our response to changes in interest rates,
exchange rates or counterparty risk to avoid being relegated
to second-tier status in the market? A major US bank has
reduced its loan default calculation time for a mortgage book
of more than 10 million loans from 96 hours to just four. Early
detection of high-risk accounts is crucial to determining the likelihood
of defaults, loss forecasting, and how to hedge risks most
effectively. Our high-performance computing solutions are about
helping companies speed that time to decision from days to
minutes and seconds – transforming large volumes of data into
relevant business value.

Keith Collins, SAS

How do you pick the right high-performance computing environment?
Some business problems are mathematically compute-intensive, others are more data
intensive, and some are a balance of both. We’ve always thought that the closer you are to
the data, the better off you are. Understanding the nature of the problem is key to picking
the correct approach. Scoring customers’ propensity to buy is an example of an inherently
parallel data problem that is best performed when you can move the computation to the
data. With in-database, you dramatically speed the time it takes to take the outcome of the
modeling activity and put it in production. You get performance, but more importantly, you
change the business process. You reduce that cycle time going from the modeling activity to
beginning production from months to weeks, or from weeks to hours.
Many people will try to force-fit their analytics into a traditional database. But the analytic
process often calls for data to be rearranged, augmented or modified in a way that is best
achieved by providing an analytic appliance. It needs a place where deep and complex
analysis can occur without being constrained by a transactional database. A large financial
services firm with millions of customers was taking more than five hours to analyze
predictive models for marketing offers to acquire new customers. Our high-performance
analytics reduced the run time to less than three minutes. That means that many more
predictive models can be analyzed, which results in a higher offer acceptance rate, i.e., more
new customers. In this case, a 1 percent lift in new customers would result in tens of millions
of incremental revenue from a customer lifetime value perspective. SAS® High-Performance
Analytics are suited to those needs.
The investment bank risk example uses an in-memory approach because it is ideal for dealing
with the largest, most complex problems, and the data is relatively small.
(Continued on next page)
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Many of the analytic challenges today require an analytic framework that is agile and elastic
to more easily respond to the changing demands of the business. Not all problems are big
data problems, but all problems deserve better, faster answers. Grid computing is becoming
a key architectural component for customers building a framework for analytics. It can lower
the cost of the hardware needed for the analytics while increasing flexibility for the business.
Customers should be able to select the high-performance computing option that is best suited
to their enterprise and budget.
When did you realize that high-performance computing was going to become
a game changer?
In 2005, we saw the number of cores going into a chipset start to explode. And that really
was the first inkling that there was change in cost and behavior and the start of issues like the
storage crisis and the memory crisis. It’s certainly the point when SAS saw opportunity to look
at high-performance computing options and how it would change the management of our
customers’ analytics structures, and really, dramatically change what analytics was capable
of doing for the enterprise. We have since adapted our technology to work in grid computing environments, in-database and in-memory, and also alongside a database – what we
call high-performance analytics. We want companies to choose the architecture that works
for their particular enterprise, offering speed and flexibility to their business users at the most
appropriate cost. We offer specific solutions for various industries and toolsets that go across
industries, and we partner with firms like EMC Greenplum and Teradata. We also have a
number of initiatives around Hadoop.
The comment about grid computing relates to the tug-of-war that goes on between IT and
departments over analytics. Business users want something they can control on their desktop,
and IT wants to look at the lowest cost per user. It seems the big data era is pushing toward
an enterprisewide solution. How can IT talk with business users about the value of taking a
more enterprisewide look at the analytics platform?
It’s really about IT and the business units listening to each other and working together. We
have one financial services customer that was in a situation like this. It had multiple divisions
each with our software on a server – and the divisions wanted to stay separate from one
another. They didn’t want to share because as they ran their jobs, they consumed capacity,
and they didn’t want projects affecting each other. But IT had to support all of this – and it was
an inefficient use of resources. So IT convinced the business units to let IT put the analytics on
a grid architecture, moving away from very expensive SMP platforms with huge CPUs and
onto commodity machines on an Intel-Linux platform. They cut their costs by two-thirds – and
their performance improved.

www.banktech.com

There’s a lot of buzz around text analytics. Passing fad or
critical need?
The latter, no doubt. There’s a project SAS has been involved
with called NCB-Prepared, which is about bioterrorism. They
were looking mostly at hospital data to look for outbreaks. In
this case, one of the ones was gastrointestinal outbreaks. We
also collected a tremendous number of EMS tech logs from
all of the EMS calls when they actually go out to the house.
Well, it turns out that applying our text mining to categorize
that information, we’re able to predict two months ahead of
an outbreak. We also see this exact type of leading indicator when you apply the same
technique to identifying warranty issues. Think about all the possibilities to understand
customer behavior and satisfaction that are opened up when you are able to mine text.

“Not all problems
are big data
problems, but
all problems
deserve better,
faster answers.”

How does Hadoop tie to big data and HPC?
Hadoop and emerging storage technologies are part of an overall big data, big data analytics arsenal. Not only have Hadoop and similar technologies enabled organizations to
more effectively capture and store massive amounts of data, these technologies have also
served to broaden the appeal of analytics to the masses. Hadoop provides an efficient

storage mechanism and processing framework for large volumes of data that may not
have been captured previously. It can be used to complement existing data sources and
processing approaches.
What is on the horizon for high-performance computing?

We have an amazing road map for helping our customers build a competitive
approach to turning their data into usable intelligence. We can increase their insights
while improving their total cost of ownership. The volume, velocity and variety of data
only increases from today. We plan to be at the forefront of providing tools and solutions
for big analytics. I tell potential customers that it is very important that whatever they are
considering today needs to pay for itself in three years. Because in three years, we’ll be
able to do something that wasn’t possible to think about today.
Visit sas.com/hpc to learn more.

ALLEN L. WEINBERG, MCKINSEY & CO.

Creating the Data-Centric Bank

B

ig data, characterized by the dramatic growth in the volume of data (internally generated and from external
sources) available to businesses, presents new opportunities for banks to grow revenues through better
customer insight. But can banks create the corporate cultures necessary to compete in the big data era?
Bank Systems & Technology editorial director Katherine Burger spoke with Allen L. Weinberg, a New York-based
director in the business technology office of McKinsey & Co. and co-lead of the consultancy’s banking and securities
operations and technology practice, about what it takes to compete successfully on data.

How do you define “big data”?
Weinberg: Big data is the notion that in a
more digital world, where people are using
mobile devices, interacting with you online,
and where you have the capability to analyze
live call center recordings to pull the data out
— it’s the collection of all of that data from
a variety of sources,
“Now that all customers to some
[which] could be internal
extent have a capital cost associand external. [And then]
ated with them, who I’m adding
pulling that together,
is incredibly important.”
using much cheaper and
rapidly improving tools,
to get to real customer insight, and to drive
better decision making and performance. It’s
not just about what I can do for the customer, but [also] internally within the bank:
How do we make everyone more producwww.banktech.com

tive? How do we drive the effectiveness of
every decision we make?
Recognizing the value in data and trying
to do more with their data is not a new
concept for banks. What is different today?
Is it improvement in the technology, the
external pressures of competition and regulation, or something else?
Weinberg: It is a bit of all of the above. It is
all of those things coming together and
adding the notion of the data-driven culture.
So we point to Amazon, Tesco’s or Harrah’s
— examples from other industries. They basically take every decision they make and try
to, where possible, inform that by data, and
be open to where the data comes from,
whether internal or external.

Allen L. Weinberg, McKinsey & Co.

What’s interesting for banks — with the regulatory overlay, the additional complexity, the
challenges to profitability [and] the economic
outlook — [are the opportunities to] drive
growth and add a customer. Now that all customers to some extent have a capital cost associated with them, who I’m adding is incredibly important. So where it really starts to
make a difference is, if I can be smarter about
who that customer is that I’m adding, how do
I get the most cross-sell from that customer?
That’s a competitive differentiator. The small
differences will be much more magnified because of the capital overlay, so the relative
profitability of customers — the relative ability to capture share of wallet — is going to
matter a lot more than in the past. The notion
that I can really understand and estimate the
February 2012 10
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value of a customer, based not just on my
relationship but also on other outside data,
starts to really matter.
In what other ways does big data change
the competitive environment for banks?
Weinberg: The organizations that can mine
transaction data to really understand behavior
— this changes everything. The threat is, first,
that someone just gets much better at picking
off your customers. The second is,
“The relative
done the wrong way, people spend a
ability to capture lot of money on this and do not get
share of wallet is return on their investment. Third,
going to matter which is harder to see now — does a
a lot more than technology player come in and have
interesting product offerings they
in the past.”
bundle? That is a real possibility.
Banks have often thought the internal data
they have [provides an advantage]. What
we’re finding is, there are external sources of
data that will be equally valuable. I don’t necessarily need to have millions of customers
and data on them to be able to target people.
So suddenly what I thought was a proprietary
asset to me is no longer proprietary; someone
else can get it without the cost to build it up,
www.banktech.com

and maybe with better tools to access it.
That’s a bit of a game changer.
What kinds of organizational and culture
changes are required for banks to meet
these competitive challenges?
Weinberg: Where this works well is a model
in which everyone sits in the room together
and is looking at the data and testing insights
around consumers. It’s got to be the data
scientists sitting with the business folks. It’s
breaking down all those silos, [to have] a customer-based view, regardless of where the
data happens to sit. It’s structural — not getting stuck in organizational silos, pulling
some of these functions together. It doesn’t
have to be an organizational chart change,
but it’s at least getting these people talking
together and sharing across the data. You
[also] need a business champion who is going to drive it through.
There is new technology to bring in. There’s
a whole ecosystem of capabilities that are being developed. It doesn’t have to all be developed in-house, but the internal IT folks are
an important part of this.
Lastly — it sounds simple but sometimes isn’t

— where do you want to start? In most cases
you don’t need to have a big bang. In general
it’s most effective in banks where it’s a pilot
here or there, because it’s an enormous
amount of learning about how you do this. It’s
picking a spot and going after it.
What kinds of data security and privacy issues must banks address in the big-data era?
Weinberg: [Previously] our data was in many
places, so if someone wanted to find it, it was
hard. Now I’m bringing it together in one
place, whether that’s internally or externally
in the cloud. It becomes a more valuable target, in terms of information that someone
wants to go after. In some ways drawing the
value out of the data has the problem of increasing the value of the data, which makes
it more valuable as a target.
From a privacy point of view, you have to be
a little bit careful about what information you
are collecting about people, how you are using
it, what decisions you are making. There is a
whole set of compliance issues. There are some
things people will give voluntarily, but then
you need to be careful [about]: … How do I
want to use that? ■
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With Big Data Comes Great Responsibility
(To Your Customers)
Big Data represents a significant opportunity for banks to enhance the customer experience and boost retention.
But digging through massive amounts of data to find the right information about a customer also presents a
great challenge to overextended IT organizations.
By Bryan Yurcan

@BryanYurcan

I

n 2009, the McKinsey Global Institute estimated that U.S. banks and capital markets firms
collectively had more than 1 exabyte — or one quintillion bytes — of stored data. In the
subsequent years, that figure surely has grown exponentially, as banks continue to amass
massive amounts of data on customers.
All that data means there is a prime opportunity for banks to glean information
to improve their customer experience and retention. There are challenges,
however, to getting there. Banks have talked for years about using data
and analytics to get a better picture of the customer — and with
all the data available today, the industry finally may be close
to reaching that goal. But how can banks mine the massive amounts of data they’ve accumulated to pull
the most pertinent information that will allow
them to best market to a customer,
especially when that data is
housed in multiple silos?
The problem of how to
February 2012 12
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access the right data from so many disparate locations is a prime concern for many financial institutions, says Emmet Cox, SVP of customer experience for BBVA Compass, a subsidiary of
Madrid-based BBVA (US$740 billion in total
assets). After all, he notes, all the data in the
world is worthless if you can’t use it. In fact, Cox
says,“ Data without use is overhead.”
For that reason, Cox says, BBVA has embarked on a large-scale project to centralize
its data and build a master data set. The endeavor is not going to be easy, he acknowledges, but it will be well worth the effort. “It’s
not something you do overnight, or within a
year, but it takes a three- to four-year strategic
plan to do,” Cox reports. “The diffi“Data without use culty is huge, but the potential is so
great that it far outweighs the cost
is overhead.”
and complexity.” He adds that while
—Emmet Cox, BBVA Compass
the centralized data project is being
built, BBVA still has the capability to
access the data as it is migrated, and the bank
can use the master set as it is being built.
According to Cox — who was the senior
group manager of analytics and insights for
Walmart Financial Services before joining BBVA
— financial services companies, while getting
www.banktech.com

better in recent years, lag far behind the retail
sector in terms of mining data and using analytics for marketing purposes. But, he adds, most
banks now realize the importance of managing
big data and likely have some sort of plan to
centralize data. “Everyone is going through the
same type of growing pains,” he notes.
Keeping the Customer Happy
James Gifas, EVP, head of global transaction
services (GTS) solutions, U.S., for RBS Citizens
($130 billion in total assets), says mining big
data and leveraging analytics play a vital role
in customer retention at the Providence, R.I.based bank. “We employ a variety of proprietary and third-party tools and technologies
to facilitate the sales process and to monitor
client effectiveness, client usage and client satisfaction,” he relates. “We believe this constant
interchange of information — a continuous
loop of market intelligence — enhances the
customer experience and bolsters customer
loyalty by improving efficiency on their end.”
Efficient data mining allows RBS Citizens to be
more customer-focused and to develop solutions based on market intelligence and data that
“tells us what the customer wants, not what we

think they want,” Gifas says. “Harnessing customer data also enables us to help identify
clients that could benefit from efficiencies,
streamlining operations, consolidating banking
relationships, and improving the management
of their payables and receivables. And it allows
us to spot any problems customers might be
having — it could be a training issue, it could
be a product issue, it could be a defect in the offering — that we then can quickly address.”
Obtaining such a view of a customer is especially crucial in today’s business climate, in
which customers have no patience for communication they feel isn’t specifically targeted
toward them, says David Wallace, global financial services marketing manager for business
analytics services provider SAS (Cary, N.C.). “In
general, customers are much less tolerant of
interacting with institutions they don’t think
understand what their needs are,” he says.
Wallace notes that the relationship consumers have with their banks is fragmented
across more channels than ever before. A
bank needs to be able to recognize the same
customer’s interactions with the institution
on the web, via social media, on a mobile app
and in the branch, and use that information
February 2012 13
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to try to give customers exactly what they are
looking for, he says.
Wallace stresses that banks can best utilize
big data by harnessing it to improve service
and the customer experience, rather than just
for pitching new products. “Across banking,
the data exists now to understand how to best

“A continuous loop of
market intelligence
enhances the customer
experience and bolsters
customer loyalty.”
—James Gifas, RBS Citizens

serve the needs of customers,” he
says. “The key is to continue to improve and refine the customer analytics to understand them better, and use those analytics
to create and nurture ongoing, interactive, realtime dialogue with customers.”
The Vast, Unstructured Data Universe
According to Framingham, Mass.-based IDC
Financial Insights, the overall volume of digital
content will increase 48 percent this year from
www.banktech.com

2011. More than 90 percent of this information
will be unstructured — such as images, videos,
MP3 files and information on social media sites.
This data will be full of rich information, IDC says,
but challenging to understand and analyze.
As such, IDC expects to see an increased
number of offerings that more closely integrate
data and analytics technologies, such as inmemory databases and business intelligence
tools, move into the mainstream market. But
this digital content will only add to the massive
data pile most banks already deal with, notes
David Potterton, VP of global research for IDC.
“There’s a data explosion,” he says. “Unstructured data, like social media, is going through
the roof.” According to Potterton, banks need
to figure out how to effectively store and mine
this unstructured data, as this kind of data will
soon be a primary way to glean an accurate
profile of customers.
SAS’s Wallace adds that many consumers interact entirely with their banks via digital channels, so the old data models will have to be reinvented. He says small community banks and
credit unions in particular will have the hardest
time adjusting to this, as those institutions tra-

ditionally have had more personal, face-to-face
interactions with their customers. “The challenge for them will be to deliver that same level
of customer experience in an environment
where you aren’t talking to the customer across
the table or counter anymore,” Wallace explains.
Wallace notes that smaller institutions also
may lack the infrastructure to store and analyze big data. As a result, he says, it often is
more cost-efficient for those institutions to
use solutions on a software-as-a-service basis
to help process and analyze their data. “We
have seen an increase in the hosted delivery
of these kinds of solutions for smaller institutions,” Wallace relates.
Ultimately, says RBS Citizens’ Gifas, effective
management and mining of big data is essential for banks to provide an optimal customer
experience and engage and retain consumers.
“In today’s economic environment, customers
are looking to be efficient and nimble and do
more with less,” he says. “The better information we can provide them, in a usable form,
the more we can contribute to their efficiency
and, in return, the more loyal they will be to
us as their banker.” ■
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High-performance analytics from SAS helped a financial services firm reduce loan
default calculation time from 96 hours to just four.
Early detection of high-risk accounts is crucial to determining the likelihood of
defaults, loss forecasting and how to hedge risks most effectively. Now, SAS
can help you speed that time to decisions from days to literally minutes and
seconds – transforming your big data into relevant business value.
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A DATA-DRIVEN WORKFORCE

4 Keys

to Building an
Analytical Workforce

Experts offer their advice on how financial institutions can build a workforce
equipped to compete in an increasingly data-driven industry.
By Olivia LaBarre

@olabarre

U

.S. banks know they have to hire a more intelligent workforce
to remain competitive. Along with other North American
organizations in other industries, banks realize they need to
invest more in business intelligence and analytical talent as big data
becomes a growing concern, according to recent research from the
Accenture SAS Analytics Group.
This past fall, the group — a combined effort of New York-based
consulting firm Accenture and Cary, N.C.-based analytics solution
provider SAS — surveyed 258 business professionals across several
industries. Seventy-two percent of the participants said they plan to

TAKING BUSINESS INTELLIGENCE
TO THE NEXT LEVEL
1. Put talent before technology.
2. Place emphasis on “soft” in addition to technical skills.
3. Invest in ongoing staff development.
4. Be creative when looking outside the organization for new talent.

www.banktech.com

increase spending on business analytics in 2012. While exact industry
breakdowns have not been released, the group said bank executives
are among those planning such investments and noted that financial
institutions are more eager to invest in data analytics than organizations in other sectors.
But the critical investments in optimizing big data aren’t just about
software and infrastructure. A key component to making information
truly actionable is a workforce with the right skills to make it happen.
Here are four simple ways banks can find new talent and resources —
and leverage the talent that they already have in-house — to help take
business intelligence to the next level.

1. Put talent before technology.
Although technology tools are an essential part of gathering, managing and analyzing data, they’re nearly useless to a bank if it does
not have staff in place with the skills and knowledge to effectively
use them. But the Accenture SAS Analytics Group survey indicates
that getting the right analytical team in place before making major
technology investments is something that many organizations don’t
February 2012 16
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do, according to Pamela Prentice, chief researcher at SAS.
“Companies are rushing out to buy software to perform the analytics
before they have the right talent in place,” Prentice notes. “What’s happening is that they’re not getting the most out of their analytic investment so they’re trying to catch up in acquiring talent and hiring. It’s
sort of like putting the cart before the horse.”
On top of that, many executives don’t even know how many people
actually are involved in business intelligence and analytics at different
levels within their organization, says Stacy Blanchard, talent and
organization lead for analytics at Accenture. “Companies are just starting
to get their arms around what kind of analytical talent they have, where
it is in the organization and how it is organized today,” she explains.
The type of talent needed to effectively leverage big data can be
broken down into three main categories, according to Jordan Cao,
senior technical marketing manager for big data at SAP, whose U.S.
headquarters are near Philadelphia. Financial institutions, he says,
need data scientists to define a model and bring technical and mathematical knowledge into the picture.
Data analysts are necessary because they contribute the skills “to use
the different tools to make the product real, build up the model, individualize dashboards and make data available to users,” Cao continues.
And business analysts are needed because they understand the business
process, drive collaboration and figure out where data can add value.
It’s not until a financial institution has a clear picture of the state of
its analytical talent that it can even get the right team in place to advance its ability to harness data, according to Accenture’s Blanchard,
who says taking an analytical approach to the workforce is the best
www.banktech.com

“Companies are rushing out

way to go. “Taking an anato buy software to perform
lytical-based approach to
the analytics before they have
talent helps quantify and
the right talent in place.”
articulate what analytical
—Pamela Prentice, SAS
talent you have, what you
need, where are your gaps
and what to do about it,” she explains.

2. Place an emphasis on “soft”
in addition to technical skills.
“Those companies that are only paying attention to the technology
and data warehousing strategies that surround big data are missing
an opportunity,” says Blanchard. “You’ve got to have the data housed
right, it has to work efficiently, it has to be clean and people need to
have access to it. But there’s a whole set of softer skills that become
quite important around making use of that data.”
Those “soft skills” include critical thinking and problem solving capabilities — or, “the ability to deal with the world through an analytical
lens,” says Russ Cobb, senior vice president of alliances and product
marketing at SAS. These skills are important from both a technical
and business point of view, he notes.
“From a business analytics perspective … you have to have people
who understand the core value drivers, the core business processes
that drive a company in a given industry,” Cobb asserts. “From a technical capability perspective, it’s about more than just being able to
boot up a computer and launch a data-mining tool. Employees have
to actually understand how to design the process, how to construct
February 2012 17
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“Those companies that are
only paying attention to
the technology and data
warehousing strategies
that surround big data are
missing an opportunity.”
—Stacy Blanchard, Accenture

the right questions, find the right data and apply the
right modeling techniques.”
SAS’s Prentice agrees, adding, “The data scientists, the
hardcore technical people, can produce models and statistics all day long, but unless the people who are on the
business side driving those results into their processes
understand how to do it, you’re not going to get the effectiveness.”

3. Invest in ongoing
staff development.
WANTED:

HADOOP GURUS
The ability to work with
Apache’s burgeoning
open source big-data
platform, Hadoop, is
among the technical
skills at the top of
financial firms’ most
wanted lists. Read more
about Hadoop and how
Zions Bancorporation
is leveraging the framework to make sense of
big data, page 22.
www.banktech.com

A bank can instill and maintain in its workforce the types of skills and
knowledge needed to leverage data by delivering ongoing training. In
fact, research from the Accenture SAS Analytics Group indicates that
at this point, companies are leaning toward training existing employees
rather than hiring new ones, according to Cobb.
Although hiring new employees can be very expensive, Cobb notes
that saving money is not the only advantage to training current staff.
“When you go through training of existing employees, you’re getting
them on board with the idea that you’re going to create an analytically
based or fact-based decision culture,” he says. “We know through experience that in order to get value out of your analytical investments,
you have to have executive support, and you have to have a culture
that values fact-based decision making.”
Cobb recommends that training occur at three levels: the executive
level, the level of a functional manager for a business line, and the
practitioner level. Executives need to know how to lead the charge

on creating an analytical culture, he says, and practitioners should get
hands-on training for products, modeling techniques and modeling
capabilities. Training business line heads, he adds, could involve
conceptual design and helping them understand how to set up an
analytical competency center.

4. Be creative when looking
outside the organization for
new talent.
Competition for analytical resources and talent is stiff across industries,
notes SAS’s Prentice. “This is one area where businesses really understand
that investing in business analytics and people with these types of skills
can glean them better performance, better productivity,” she says.
Accenture’s Blanchard says finding the right talent will come down
to creative sourcing strategies. “A lot of organizations believe that
they’re going to have to go to very different sources and take different
measures to attract and retain analytical talent,” she relates. Prentice
agrees, adding that organizations are now looking beyond areas that
have been traditionally mined for analytical resources, to industries
such as engineering and math.
Partnering with resources from academia and the vendor community
also is a way both to help develop and find new talent. SAS has
partnered with North Carolina State University to develop a Masters of
Science and Analytics program, for example. “There’s going to continue
to be a huge talent gap in the market,” says Cobb. “There’s an appetite
and there will be a big demand out there for these kinds of masters in
analytics programs.” Financial institutions, he suggests, can forge similar
February 2012 18
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“It’s about more than just being able to
boot up a computer and launch a datamining tool.”

#BOL4ZTUFNT5FDIOPMPHZ
EJSFDUUPZPVSJOCPY©

NE W

5IF#BOL4ZTUFNT5FDIOPMPHZ%JHJUBM4VCTDSJQUJPO1BDLBHF

—Russ Cobb, SAS

partnerships with universities.
Banks also may turn to their vendor partners to
find analytical talent, says Sid Probstein, CTO at Newton, Mass.-based business intelligence vendor Attivio. “We
really want to engage and help steer together toward the
client’s success. And that includes helping them with things
like recruiting and defining what skill sets they need to bring
in,” he explains. “We get access to a lot of very senior technology
staff — and maybe their first place [to look for a job] wouldn’t
be a bank. How we can facilitate getting those people to the
banks is making them available as part of a solution.”
At the end of the day, says Accenture’s Blanchard, bank leaders
have to put mind-set ahead of skill set and create an environment in which information-based decision making is second
nature. “With all of the data in the world, even if folks have the
right data to make the decision, they need to also be in an organization where they’re incentivized appropriately, and where
there’s appropriate accountability and governance in place to
ensure that they make the decision that’s in the best interest
of the company and its stakeholders,” she says. “That’s leadership, and that’s culture.” ■
www.banktech.com
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Mining for Gems:

Marketing: Mining Transactions for Gold
Big data provides great opportunities to understand customers in
ways that grow a business. A large global payments firm uses
predictive analytics to mine big data to inform pricing strategy
and decisions. The company analyzes 20,000 transactions a
second across 17 dimensions to understand products, clients,
products by client, and clients by product.

By David Wallace, Global Financial Services Marketing Manager at SAS,
the leader in business analytics.

One US bank uses data from 17 million customers and 19 million
daily transactions as an early-warning system to detect customer
disengagement. Certain interactions and transactions trigger David Wallace, SAS
alerts to front-line staff to contact the customer to nurture the
relationship. After all, it costs much more to acquire a customer than maintain one.

Analytic Insights from Big Data

Big data is a giant issue for financial services companies. McKinsey Global Institute’s June
2011 report, Big data: The next frontier for innovation, competition, and productivity,
estimated that US banks and capital markets firms together had more than an exabyte of
stored data in 2009. That much data makes a unified data management system – one with
high-performance computing supporting the analytics to grow revenue, reduce risks, prevent
fraud and meet regulations – imperative.

Another large US bank uses analytics to shift from product-centric to customer-centric, to
answer the question, “What is most relevant to my customer?” Analytics underpinning
customer segmentation and campaigns is now funneled to support four actions: service,
offer, inform and retain. The goal is to understand what customers need from the bank, so
each interaction will be positive. Predictive analytics mine customer and transaction data to
provide insight into each customer’s preference for products, campaigns, channel, contact
and profitability. Analytics enables the bank to improve interactions with its base of more
than 25 million customers.

The tumult in the financial markets shows no signs of slowing, as Europe’s debt crisis unfolds
and the US recovery remains fragile. For retail banks, industry analysts estimate that the
cost of recent regulations, combined with continued low interest rates, could reduce retail
bank revenues by 30 to 50 percent, according to a December 2011 BAI Executive Report.
Meanwhile, the technology needed to manage risk and regulation continues to chew up
15 percent of IT investments. Financial services companies will struggle in 2012 to find the
optimal channel mix to deliver value to clients.

The return on these projects is real. A European bank dramatically boosted both the number
and quality of segmented campaigns with big results. Combining its transaction data with
demographic data, it was able to vastly improve its direct marketing. Sales from direct
marketing grew from close to zero to 30 percent in consumer loans, 33 percent in overdraft
protection purchases, and 60 percent in credit cards. The profits totaled US$30 million.

It’s no longer acceptable to piece together solutions with siloed data to answer short-term
demands from marketing for higher-powered predictive analytics to improve campaigns or
from the fraud group for a faster way to fight fraud. Instead, organizations must harness that
big data to manage all needs efficiently. Inside those millions of transactions is the key to
consumer preferences, red flags to fraud and money laundering, and the means to manage
risk. The question becomes how to get to the data quickly and cost-effectively.

Risk and Regulation: Managing with Data
The risk side of banking is all about controlling costs and risk – consider reputational harm,
government fines or market, counterparty credit or liquidity risks that affect financial health or solvency. Data integration and quality remain paramount, if somewhat different than in marketing.
A risk analytics data model defines instruments, positions and counterparties along with
market data, risk factors and models to compute risk exposures. It also supports stress
(Continued on next page)
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testing and scenario analysis. With risk data housed in a unified repository, it is much
easier to analyze market and credit risks, asset-liability management and liquidity risks.
Aggregating risks across all portfolios provides a complete risk picture to the firm. This will
help the executive committee and board of directors understand total firm exposure and how
that compares to the firm’s risk appetite.
One global bank implemented such techniques to perform regulatory and capital calculations
and regulatory reporting at the group level. The bank processes more than 100 million rows of
data per month, along with a reporting repository of more than 5 billion rows. The firm’s single
version of the truth now encompasses both risk and finance, helping to close the books faster.
A unified data model and repository will help any firm meet the challenges of Basel III identified
by the Global Association of Risk Professionals.
Full balance sheet risk analysis for assessing liquidity also demands integrating big data from
multiple locations. Without integrated data, long calculation times can stretch to hundreds of
hours, inhibiting timely decision making. An Asia Pacific-based bank tested high-performance
analytical techniques to calculate a range of liquidity risk measures. It analyzed a portfolio of
30 million complex cash flow instruments across 50,000 different scenarios in less than eight
hours. The ability to fully revaluate liquidity risk nightly ensures informed funding decisions,
even in times of market volatility.
What does that mean? By quickly determining exposure, portfolio value at risk and liquidity
coverage, the firm can determine products to take to market or markets to exit much faster. It
can fine-tune responses to changes in interest rates, exchange rates and counterparty risk to
remain competitive.
Imagine the advantage to a large US bank that reduces loan default calculation time from
96 hours to just four for a portfolio of more than 10 million mortgages. The bank can detect
high-risk accounts much more quickly to forecast losses and hedge risk – plus make decisions
about further lending.
One of the key considerations in using analytics better to understand risk resources: Can you
do it faster without staff increases? A large UK-based bank slashed model development time
from 13 weeks to six – enabling it to build twice the number of models with the same staff.
But keep in mind, the firm had already integrated data sources onto a platform that allowed
it to stop spending enormous amounts of time manipulating instead of analyzing data.

www.banktech.com

While the morale boost alone helped with retention, the more
measurable effect was significant improvement to collections
and recovery.

“Using predictive
analytics to mine
the gems from
big data in
financial services
will pave the
path to success.”

Real-Time Risk Assessment
The proactive element of understanding risk is critical. A large
Canadian bank wanted to use 12 years of monthly accountlevel credit card data, credit bureau information and bank
account information to better assess the risk before
granting loans or raising credit limits. Ideally, it wanted
this information in real time. To speed the computing, it used an
in-database approach. When analytics works within the database, data doesn’t need to be extracted, transformed and loaded. As a result, the bank could
calculate risk 70 times faster.

With credit cards, proactive analysis can spot fraudsters before they run up thousands of
dollars in fake charges – and stop them without inadvertently denying a legitimate purchase.
A large global bank uses high-speed, real-time analytics to determine at the point of sale
whether the purchase is legitimate.
The bank is so enthusiastic about the reduction in fraud losses that it has expanded the
analytics to look at customers’ online banking transactions. The intent is to build a more
accurate profile of a given customer’s “normal” – and what the tip-off is that an account has
been compromised.
Financial services firms will see a challenging year in 2012. They will need to balance
increased regulatory costs and the need for greater efficiency while at the same time deliver
an improved customer experience and innovations to retain customers and grow revenues.
Using predictive analytics to mine the gems from big data in financial services will pave the
path to success – with customers, regulators and in the market.

Visit sas.com/banking to learn more.
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Opening Up Big Data
Finding that traditional database technologies reach their limits when confronted with Big Data, banks such as
Zions Bancorporation increasingly are exploring Apache’s Hadoop open source model to enable deeper analytics.
By Anne Rawland Gabriel

G

iven the promise of new analytics
technologies, becoming more datadriven is on the minds of most IT decision makers these days. In a recent report on
the impact of big data on analytics, “More than
half of the organizations polled identified analytics as among their top five IT priorities,”
says Julie Lockner senior analyst and VP of data
at the Enterprise Strategy Group (ESG), an IT
strategic advisory firm based in Milford, Mass.
“With the promise big data is poised to
bring,” says Lockner, “organizations are exploring their options for solving business challenges with emerging [data] technologies. It’s
just not practical or cost-effective to use traditional [database] platforms and technologies
that were designed before the big-data era.”
Enter Apache’s Hadoop, the open-source software framework named by its creator after his
son’s toy elephant. According to Lockner, the

www.banktech.com

highly scalable Hadoop permits running analytics on massive data sets effectively and efficiently,
whether that data is structured or unstructured.
“Where traditional databases hit their limits,
Hadoop starts to emerge as a much better fit
for solving unique analytics challenges,” Lockner says. “Because data can be incorporated
from multiple sources with varying types of
data structures, Hadoop enables more analysis
across multiple data feeds in a single platform
— solving some of the toughest data integration challenges commonly associated with relational data warehouse architecture.”
The Outer Limits of Data Warehouse Tech
For the security team at Salt Lake City-based
Zions Bancorporation ($51.5 billion in total assets), it was just such challenges that kicked off
a pioneering journey into the world of Hadoop.
“By mid-2008 we were reaching the limits of our

traditional data warehouse technology,” recalls
Preston Wood, chief security officer for Zions’
converged security organization, which is responsible for mitigating threats across eight
branded banking operations and 500 physical
locations throughout the Western United States.
The quest for a solution began in 2009 with
an investigation of Zion’s existing Microsoft
(Redmond, Wash.) and Oracle (Redwood Shores,
Calif.) technologies, as well as other technologies within the firm and new solutions on the
market, Wood relates. After developing a list of
six potential vendors, he says, he and his team
quickly focused on two Hadoop-based solutions. The team, Wood explains, recognized the
potential in Hadoop for “making security decisions proactively rather than reactively, based
on mining business intelligence and combining
it with event data from security devices.”
Of the Hadoop offerings, Mountain View,
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Calif.-based Zettaset’s Security Data Warehouse (SDW) provided the most mature enterprise solution, Wood says. At the time, “The
Hadoop space was even smaller and more immature than it is now,” he comments. “Since
we didn’t want to become Hadoop experts
ourselves, it was important that our partner
offer an enterprise-class solution along with a
road map to continue evolving its platform.”
Adopting SDW, however, wasn’t about aban-

“Hadoop is allowing us
to explore opportunities
around data and even
around non-obvious data.”
—Preston Wood, Zions Bancorporation

doning all traditional technologies,
such as security information and
event management (SIEM) tools,
Wood adds. “It doesn’t replace a traditional SIEM;
it augments it,” he says. “SIEM becomes one
main feed into the Security Data Warehouse.”
An integrated approach is key, notes ESG’s
Lockner. “Hadoop isn’t intended to replace current transaction processing systems or mature
data warehouses,” she says. “Rather, it’s a platwww.banktech.com

form that enables the data processing tasks to
be moved to a more cost-effective alternative.”
Zions finalized a deal with Zettaset in late
2010, with deployment occurring at the start of
2011. Although Zettaset now provides its SDW
as either a turn-key or software-only solution, at
the time an infrastructure investment by Zions
was required. With Zettaset’s assistance, the
bank’s Wood reports, Zions selected a heterogeneous mixture of high-performance servers
and switches to form a 30-node, Linux-based
Hadoop ecosystem capable of storing hundreds
of terabytes and scaling to multiple petabytes.
After SDW was installed on the new hardware,
migration to the new system began. “It only
took about 30 days to install the hardware and
software infrastructure,” notes Wood. “Then we
migrated over a period of months, starting with
our lowest-risk decisioning and reporting
processes and working our way up the list.”
Be Prepared
Wood credits his team’s advance preparations
for the swift rollout. “They did their homework
and educated themselves,” he says. “So we had
no organizational change issues. And for the
minimal ingestion and operationalization chal-

lenges we experienced, Zettaset ensured
processes were modified appropriately.”
Indeed, taking the initiative to learn about
Hadoop in advance is vital to a deployment’s
success or failure, experts emphasize. “It’s important to dedicate a small, technically skilled team
to start learning about Hadoop,” says ESG’s Lockner. “All too often, Hadoop projects fail because
a team deployed it in advance of truly knowing
its capabilities ... and lacked the business case
that justified not using solutions already licensed
and installed in the data center.”
While Lockner notes that there are few
documented Hadoop use cases in banking,
Zions views its exploration of the unknown as
a success. “We’re adding data sources to our
analytics that we wouldn’t even have considered before,” Zion’s Wood reports. “In some
cases, it takes just days to implement where it
otherwise would have taken months.”
He adds, “Adopting big data is really going
to be a game changer. Our Hadoop deployment is allowing us to explore opportunities
around data and even around non-obvious
data. It’s also giving us the capability to scale
quickly and cost-effectively, whether it’s double, triple or even quadrupling in size.” ■
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Senior Event Manager Joseph Marks
jmarks@techweb.com 212-600-3058

VP, Brand and Product Development,
InformationWeek Business Technology
Network John Ecke

ACCOUNT SERVICES
AND PRODUCTION

VP, Performance Marketing and
Analytics Thomas Smith

John Itokazu
COO, CIO, Union Bank

Director, Program Management,
Vertical Markets Michelle Somers
msomers@techweb.com 516-562-7928

VP, InformationWeek Reports
Art Wittman

Paul Johnson
CIO, BB&T

Account Coordinator Amanda Waller
awaller@ubm-us.com 516-562-5583

UNITED BUSINESS MEDIA LLC

Mark La Penta
CIO, MetLife Bank

Publishing Services Manager Ruth Duggan
rduggan@ubm-us.com 516-562-511

Michael Lindsey
SVP, BancorpSouth

AUDIENCE DEVELOPMENT

Bruce Livesay
CIO, First Horizon

Assistant Manager Adrienne Farquharson
afarquha@techweb.com 516-562-5673

SVP, Strategic Development and Business Administration Pat Nohilly
SVP, Manufacturing Marie Myers
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