OPEN BANKING
PROTAGONISTS
seize the opportunities of a new vision

2020 is the zero year of a new paradigm for the financial industry, that of
the Open Banking revolution which, in the near future, will bring banks
to become collaborative platforms, constantly in need of evolving. Those
companies that, independently of their size, will be able to offer customers
personalized and digital services will come out on top.

The drivers of this tidal change that affect the
business models are two, and both exogenous:
“the diffusion of the new technologies and
the launch of a new European legislation: the
PSD2.”

June 2019

Artificial intelligence, blockchain and the cloud are transforming many
processes and services, such as loans to individuals and businesses or
payments, which have been the prerogative of banks. Furthermore, the
use of financial services is increasingly mobile, forcing banks to rethink
their approach and their relationship with their customers.
We are moving rapidly towards “invisible banking”, a context
in which banks will be increasingly invisible while banking services
will be increasingly digital, immediate and embedded into the wider
experiences of customers. Thanks to technology and as an effect of
data transformation, there will be the information necessary to generate
increasingly widespread and personalized services.
(https://home.kpmg/au/en/home/insights/2016/11/future-invisible-bankenlightened-virtual-assistant.html).
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13,7 milion
italians

manage their
money through their
smartphone, by using
banking or fintech apps
(data from: Nielsen).

The second driver is regulatory and it is the PSD2,
already recognized as an opportunity, although it has
not yet managed to fully deploy its effects due to the
technological difficulties encountered by many banks.
The European Banking Authority (EBA) itself, on more
complex aspects such as the SCA (Strong Customer
Authentication) for e-commerce payments, has given
intermediaries more time to adapt.

Most European banks have limited themselves to
complying with the minimum legal requirements, in
a challenging environment in which the persistence
of zero interest rates exacerbates the effects of the
margin pressure exerted by the stringent Basel rules.
Keeping this line jeopardizes the very existence of the
Institutes. On the other hand, a different approach
allows institutes, even medium-small ones, to gain
competitiveness and efficiency.
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81%
European banks
aware of the
potential of the
directive

BANKS NOT YET IN COMPLIANCE TO THE NEW
REQUIREMENTS

21%

absence of
standards to
follow

15%

scarce availability of
economic resources
required by technological
upgrades

Partnership approach

2019 PwC report
“Small FinTechs grow smart”

The new context stimulates technological innovation
and facilitates the entry of new non-bank entities
into the market. Competition in the market increases
because the financial ecosystem is expanding, but

84%

business opportunities hitherto
unthinkable come also within
reach.
To conquer a leading role in the increasingly complex
new financial system and offer better services, banks
must operate in a collaborative context, creating
common paths with the world of FinTech.

5

of Banking institutions
express their intention to
increase partnerships with
FinTechs

YEARS

Construction of approaches
and capabilities appropriate
to the various companies and
contexts to facilitate them
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There is awareness among Italian banks of the need to
open up to innovation, but most financial institutions with a local
territorial character must be supported in the execution of

Open Banking projects.
new strategies

They need
and flexible,
modular solutions, already tested, usable as a service and easier
to integrate with internal information systems, because only
this guarantees rapid time-to-market and, therefore, greater
competitiveness.
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Fabrick,

as a strategic partner and technological enabler,

is an active part in this
evolutionary path: he
accompanies banks towards
the new Open Banking
paradigm, supporting them in
the cultural and business model
transformation, and at the
same time providing FinTechs
with the tools to integrate and
collaborate with banks, creating
the conditions for realizing,
together, innovative services for
end customers.

The era that the banking system is experiencing has
enormous potential in terms of creating new digital and
personalized banking services, for both retail customers and
businesses. This is only the first step of the financial system
revolution. We will progressively move towards an overall Open
Finance model in which “collaboration” will be the password,
while technology will remain in the background, within a
platform system.
An evolution that Capgemini and Efma’s World Fintech Report
(WFTR) defines Open X, an integrated market characterized
by the continuous exchange of data and services aimed at
improving the customer experience and accelerating product
innovation.
In the innovative bank, the fulcrum of services will be based
on a new paradigm, in which financial services will be used in
a continuous and mobile flow, as is already the case in other
contexts of work and daily life.
The changes will be much faster than you can imagine: for this,
the time for innovation for banks is now.
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AISP

with Fabrick
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AISP

with Fabrick as-a-service
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The dictum of the PSD2 is clear: the banks have required
the regulation to make available an access interface that allows
intermediaries (TPPs) who provide payment initiation services
(PISPs) and / or account information services (AISPs), as well as
to lenders who issue card-based payment instruments (CISP),
to access the data of the customers of the banks themselves with their consent - and to carry out their business.
The rationale behind this provision is equally clear: facilitating
the entry of new players and the exchange of information to
increase competition and thus generate efficiencies in the
sector, for the benefit of the end customer.
Within three years, customer demand will be completely
focused on increasingly personalized and on demand services,
which only an open context can enable. To intercept this
demand, banks must actively govern the change: only in this
way will they be able to exploit incoming data also from third
parties and increase their portfolio of products and services.
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The ability to process
and extract value from
the data, to which banks
have access, remains the
greatest asset in the road
towards Open Banking.

NUMBERS:
end users

97%

Italian banks
covered

500

APIS on
platform

8300

accounts active in
the community
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198

1 Mln
APIS daily call
(May)

APIS direct
consumers

24 Mln
million APIS call
(last 30 days)

use
cases

USE cases

1. MULTI-BANK HOME BANKING
2. CREDIT SCORING (OR RISK SCORING)
3.

DIRECT PAYMENT FOR
E-COMMERCE MERCHANTS

4.

DATA STRATEGY SERVICES

5.

ADVANCED CASH-POOLING TOOLS
FOR BUSINESSES

6.
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RECONCILIATION SERVICES OFFERED
TO SUBJECTS THAT OPERATE BUSINESS
MOVEMENTS

Use cases
New services and products that banks will be able to
develop in the coming months by exploiting the potential of
the underlying legislation and technology:

Multi-bank home banking

1.

both in payments and in accessing accounts,
which the bank can provide to retain
customers. TPPs can develop apps to access
accounts on third-party banks as an affiliate
tool for their customers and then offer their
products.

2.

Credit scoring (or risk scoring)
From the analysis of account transactions, the
risk profile can be outlined and, for example, the
specific interest rate to be offered to a customer
requesting a personal loan or a mortgage can
be determined. By carrying out the information
accesses that the AISP license allows, the bank
can monitor the customer’s behavior and assess
whether he is a good payer or if any overdrafts
exist.
Fabrick’s technological solution provides by
default an enrichment of the information on
account movements, which allows to build a
more complete credit scoring, both for private
and business customers.
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Use cases
Direct payment for e-commerce
merchant

3.

Using the PISP license, the bank allows customers
who own an e-shop to obtain payments directly from
the buyer’s account.
It is clear that this “simplified” flow has advantages for
both the bank and the operator, in terms of cost and
financial reconciliation.

Data strategy services
In compliance with the rules established by the GDPR,
the multi-account analysis of purchasing behaviors
can address a specific marketing or commercial
strategy, suggesting to propose a deposit account or
other innovative investment products, as much as a
credit line or a more efficient allocation of expenses if
potential liquidity needs are expected.

4.

This is because the data allows to categorize the
expenses of a specific cluster of users, for example
in energy and gas, so as to offer your corporate
customers pricing and competition information.

12 |

Use cases
Advanced cash-pooling tools
for business
Tools for advanced cash-pooling companies
that allow to move money between different
accounts that typically an SME uses to manage
its operations. The financial manager can
analyze the company’s cash flows on the
various accounts and initiate the transfer of
a sum of money to one of them, balancing
the different balances available based on the
expected outputs.

5.

This allows for optimized account management
by creating ad hoc mechanisms for the transfer
of money based on the individual needs of the
companies.
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Reconciliation services offered
to subjects that operate business
movement
between several current accounts that companies use
for cash management. For example, in the presence of
credit lines, the TPP may request the payment of one
installment to an account that has a postive balance,
avoiding cases of unpaid potential.

6.

This operation takes advantage of both the AISP
component of account analysis and the PISP
component for the initialization of a bank payment.
The mechanism also applies to credit recovery
procedures.

Why
OPEN BANKING

Scalability and security:
Fabrick’s cutting edge solutions
If the same legislation designs a secure system establishing that
all the services provided thanks to PSD2 must be based on the
customer’s consent to access their accounts through the “strong
customer authentication” (SCA) system, this is certainly not sufficient
to resolve the numerous implications of scalability and security that
the ongoing evolution opens.
Among the major difficulties encountered by banks in adapting
to PSD2 are the lack of standard technological solutions open to
evolutions in progress. Whatever their size, most banks have obsolete
and inflexible IT systems, which make execution difficult. In order
for the transition required from a legacy paradigm to a cloud to
have a limited economic and structural impact, agile and modular
enabling solutions are needed, which can be easily integrated without
significant changes to existing technologies.
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The modularity of the
solution allows you
to approach change
progressively and to
scale easily when need
arises.

The basic tool is the API
Gateway, the software
platform that allows the
orchestration of services and
the transmission of REST API
data packages.
The REST APIs are a protocol that the IT industry uses to communicate
information in a standard, simple and close way to the structure of the
data itself.

Opening the data to third parties implies a significant security
problem, which in the service offered by Fabrick is guaranteed by
various factors.

On top of the provision of technological tools that enable the exposure
of APIs, by fulfilling regulatory obligations, each bank can start using
the incoming data and actively build high value-added services that are
increasingly tied to the end user.

First, a Level 1 PCI-DSS
(Payment Card Industry
Data Security Standard)
certified data center, an
international standard
that defines the measures to protect data and security processes
to be applied to all online financial transactions.
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Secondly, Fabrick carries out constant load tests and software
testing, useful for highlighting and documenting the capabilities
and limitations of the applications, to validate their operation and to
apply any corrections during the race.

Finally, fundamental for the
security of an Open Banking
solution, Fabrick has an
architecture designed
to segregate the data
between all TPPs from a
technological point of view,
making the flows of each of them physically invisible and
inaccessible to the others.
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Why OPEN BANKING
Simplification: Fabrick allows immediate
and verified access to the galaxy of
Italian banks
In July 2019 the Italian Banking Association (ABI), together with its
counterparts from Austria, Croatia, Denmark, Germany, Luxembourg,
Poland, Slovakia and Slovenia, signed a joint document on the application
of the proportionality principle of the financial sector legislation.
The document asked the EBA to reduce the costs in terms of reporting
and remuneration for medium and small banks (80% of European banks
are based in the mentioned countries), which currently require costs
disproportionate to the benefits pursued. In general, the Basel 3 rules
have proven to have asymmetric effects to the detriment of smaller
banks.
It is easy to understand how the PSD2 could have been perceived by
these subjects, at least in the initial phase, as an additional burden on top
of the Basel III complexity, inevitably creating difficulties in execution.
With respect to these obstacles, With respect to these obstacles,
banks’ demand is directed towards solutions that simplify procedures.
In the case of Open Banking enabled by Fabrick, the opportunity can
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be seized by using an active gateway, a software layer
that allows third parties (both PISPs and AISPs) to carry
out initialization operations of multi-bank payments and
access to information on multiple bank accounts.
What banks ask for, especially the smaller ones,

especially the smaller
ones, is an easy solution
to integrate, which does
not require on-premise
installations, but takes
place as-a-service
(in the cloud).
Furthermore, the updating of the integrations with the
banks does not fall within the TPP but remains in charge of
Fabrick, with a “turnkey” service design concept.

Fabrick’s offer responds precisely to these market needs,
providing two strong competitive advantages:

the first is immediate
access to the galaxy of
Italian banks,
already fully connected, and therefore the possibility of carrying out
information and payment operations potentially on and from all Italian
payment accounts.

Furthermore, the Fabrick
platform is the only one
already live in Italy, with a
live testing in the field for
over six months. This allows
TPPs and banks to have a
very quick time-to-market,
obtaining tangible results in a
very short time compared to
competitors.
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In addition to the basic multi-bank connection service that the
active gateway enables, it is possible to combine

value-added functions
that further simplify the bank’s work. An example is consent
management: the SCA (strong customer authentication, twofactor authentication) is valid for 90 days, the deadline within
which the TPP AISP can carry out information operations on the
reference account.
For example, the AISP can also access the account in
“unattended” mode, that is not monitored by the user, four times
a day, collecting data that can be analyzed to create value-added
features for the customer. However, at the end of the 90 days,
if the consent is not renewed promptly, there is a real risk of
interruption of the continuous information flow. This risk can be
bypassed by automatically synchronizing consent: for example,
close to the deadline, it is possible to send notifications (webhook
notification) to request the renewal of the user and prevent the
interruption of unattended access.

Why OPEN BANKING
Exponentially more effective algorithms
and Big Data in the platform ecosystem
Personal finance management (PFM) features, such as monitoring and
reporting of expenses or budgeting tools, are now pervasively present in
home banking services. These are services that customers demand and
show appreciation and that banks are required to provide, but which only
work if they are valuable.
The quality of these is linked to the underlying data, which can be
analyzed, enriched and used to create categories of expenditure and
users.
For categorization to be effective,

the use of Predictive Algorithms
and Big Data is much more
effective on an Open Banking
platform at the center of an
ecosystem of partners.
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É evidente quale gIt is clear what great advantage it offers
from this point of view to operate within

an ecosystem like
Fabrick, where all the
collaborations generate
a synergistic and
exponential value for all
the parties involved.

GRAZIE

Fabrick.com

@fabrickplatform

@fabrickfinance

