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B FINTECH
« Technologically enabled financial innovation that could result in new business
models, applications, processes, or products with an associated material

effect on financial markets and institutions and the provision of financial

services ]7'1 _I"

B REGTECH D ter

« Technological innovation that assists organisations with regulatory compliance

and with managing risk more effectively and efficiently.
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B REGTECH OFFERS:
« Agility
+ Speed

* Infegration “"We are drowning in information, while

« Analytics starving for wisdom” Edward Wilson

In 2014 banks in Europe spent c.€55 billion on information technology
Only €9 billion was spent on new systems

B REGTECH WORKS FOR:
* Ml tools, health check tools, fransaction reporting tools, regulatory reporting tools

« Data warehousing

I PG 3 ACTUARIAL SOCIETY 2018 CONVENTION | 24 -25 OCTOBER 2018



ACTUARIAL

m THE FASCINATION OF PORTMANTEAUS @§QEJ<E’TY

B BIGTECH

=

' G()Ogle BaitEE MEEE £

Alibaba.com

P e e e el el i T

SINaFHem

________________________________________________________________

facebook | e

amazoncom | | Microsoft = ===%=

gl

________________________________________________________________

_________________________

I PG 4 ACTUARIAL SOCIETY 2018 CONVENTION | 24 -25 OCTOBER 2018



ACTUARIAL

OF SOUTH AFRICA

m CLOUD COMPUTING (A SOCIETY

« Accessing a computer that doesn't
belong to you

« Storing or processing

« Business or personal use
« Usually subscription based

« Multi-billion dollar industry
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Started becoming a buzz word in
about 2008

« But first originated in the 1960s
 The IBM 1401 in c.1960 (left)

« In 1961 John McCarthy first
proposed the time sharing model
where computers could be

provided as a utility service
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CLOUD SUCCESS STORIES
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CLOUD COMPUTING OPTIONS

PUBLIC PRIVATE HYBRID

v' Scalable v' Scalable v' Scalable

v' Reliable v Secure v’ Secure

v Inexpensive v" Flexible v" Flexible

v Location v Greater control v Cost effective
independent
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B CLOUD COMPUTING SERVICE MODELS

« OS and application stack

« Packaged Software
« Servers storage network

End Users

« OS and application stack Application
- Servers storage network Developers

Infrastructure
& Network
Architects

[- Servers storage network

I PG 9 ACTUARIAL SOCIETY 2018 CONVENTION | 24 -25 OCTOBER 2018



ACTUARIAL

m MANAGED SERVICES (A SOCTETY

OF SOUTH AFRICA

B MANAGED SERVICES
* Managed services are strategic, experience-driven outcome-based
relationships with high levels of operational integration and scalability that
leverage the specialized skills, processes and technology of an external

service provider.

B REGULATORY AND COMPLIANCE COSTS
« Cyberrisk and regulatory/compliance risk will grow the most in importance
over the years 2017 to 2019.
« Globally banks spent $270bn to meet the demands of regulatory compliance
in 2016. (Approximately 10% of their annual operating cost.)

Source: 10" edition of the Deloitte Global Risk Management Survey (2017)
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B THE EVOLUTION OF OUTSOURCING
« In 1992 American Express spun off its transaction processing unit.

« Qutsourcing is expected to increase in the future. Especially in areas of an

organisation that do not enhance competitive differentiation.

B OPERATING MODEL OPTIONS B BANKING FUNCTIONS
« Managed services « Designing and validating internal controls
« Traditional outsourcing *  Managing back-office IT infrastructure
* In-house execution « Credit underwriting and monitoring
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B CONDITIONS FAVOURING IN-HOUSE EXECUTION

Credit underwriting and monitoring

Low

To what degree would a failure of this function
increase enterprise risk?

What is the extent of competitive
differentiation created by this activity?

Does this task demand highly
specialized technical expertise?

Do the technical skills associated with this
function demonstrate high velocity of change?

High

|1}

Source: Deloitte analysis, Deloitte University Press
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B CONDITIONS FAVOURING TRADITIONAL OUTSOURCING

Managing back-office IT infrastructure

Low High

To what degree would a failure of this function
increase enterprise risk? B

What is the extent of competitive
differentiation created by this activity?

Does this task demand highly ©
specialized technical expertise?

Do the technical skills associated with this f
unction demonstrate high velocity of change? ®

Source: Deloitte analysis, Deloitte University Press
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Designing and validating internal controls

Low High

To what degree would a failure of this function
increase enterprise risk?

What is the extent of competitive
differentiation created by this activity? &

|

Does this task demand highly B
specialized technical expertise? . ==

Do the technical skills associated with this
function demonstrate high velocity of change?

l

Source: Deloitte analysis, Deloitte University Press
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B SUMMARY
« A managed service relationship is often most applicable when resource needs
are urgent, specialized and evolving quickly.
« But where competitive differentiation from the task is low or moderate.
« They are outcome focused strategic relationships that allow banks to focus on

top strategic priorities, like growth and profitability.
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Data generation Data storage Credit Modelling Reporting and analytics
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B BENEFITS
« Scalability / Agility
« Security
* Flexibility
« Convenience of access
« Always up to date

« Pay as you use

I ACTUARIAL SOCIETY 2018 CONVENTION | 24 -25 OCTOBER 2018
18



m CLOUD-BASED MANAGED SERVICES

ACTUARIAL

&

SOCIETY

OF SOUTH AFRICA

B PRACTICAL CONSIDERATIONS

Provider should have ‘skin in the game’

Piloting, transitioning control and establishing oversight

The concerns of different stakeholders

Track record of provider

Quality and continuity of staff

Provider's reputation and institutional strength

A global footprint assists in understanding cross-border business
Consider tangibles (e.g. technology) and intangibles (e.g. culture)

Cost versus benefit

I ACTUARIAL SOCIETY 2018 CONVENTION | 24 -25 OCTOBER 2018
19



ACTUARIAL

OF SOUTH AFRICA

m CLOUD-BASED MANAGED SERVICES (A SOCIETY

B THE SARB'S VIEW
« Cloud computing: Directive 3/2018 and Guidance Note 5/2018
« Qutsourcing: 2014

Due
diligence

Legal Business
contract continuity

NN gelgle

controls

Comms
and

approvals

Supervisor
ACCESS
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Challenges

Interpretation of
accounting standards
« Data integrity

+ Systems and technology

 Lack of skills

South African Reserve Bank
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B CONSIDER
« Are you getting the most out of your data?
« Do you understand your organisation’s existing regulatory technology?

« Are you leveraging your existing technology to the full extent of its capability?

(Or are you paying for things you don’t need.)

Cloud—based managed services
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