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Executive summary 

The year ahead is one of uncertainty for many banks, with the 
implications of Brexit for the UK and the European Union (EU) 
unclear, the election of Donald Trump as President of the United 
States raising questions about the future direction of banking 
regulation in the US and European pushback on so-called “Basel IV” 

 

improvements are to banks in other advanced economies and the 

But uncertainty cannot be an  
excuse for inaction

survey indicates that the risk and regulation agenda will continue 
to dominate the attention of management and decisions about 
spending over the next year, our research shows that many of the 
world’s largest banks are starting to think about how to improve 

While the challenge for banks is how, in a year of uncertainty 

performance, we expect the shift from “keeping safe” to “making 

• Reshape: 

• Control: 

• Protect: 

• Optimize: Use new operating models and technologies to address 
the challenges of margin pressure, customer experience and 

• Grow: 
heightened customer expectations and nontraditional market 

The successful execution of strategies in each of these areas, will 

Figure 1 
Strategic banking agenda
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be the year that banks move decisively to improve their 

2016 started on a wave of anxiety, as commodity prices 
tumbled and concerns about global growth escalated 

of the UK referendum vote to leave the EU and the US 

in developed markets continued to struggle to deliver 
 

the prudential regulatory framework is now well 
established and the program of policymaking for capital, 
liquidity and resolution rules is coming to a close, with 

But, while 2017 will see a shift toward implementation 
and supervision, this will not necessarily translate into a 

Instead, in 2017, we expect that the shift from setting 

as a resolution tool brings an explicit recognition that 
investors will be “on the hook” if things go wrong; the 
associated implications of this for credit ratings and 
cost of capital will likely exacerbate banks’ challenges in 

discoveries of past misconduct show there is still a 
need for banks to clear up legacy issues and change 

made on this front, there remains a major challenge 
in implementing mechanisms to prevent a recurrence 

Figure 2 
No signs of recovery: return on average equity for world’s 200 largest banks (%)

Source: SNL Financial, EY analysis
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We also expect that banks will continue to shrink their footprints in 

policies related to prudential supervision, we anticipate that they 
will turn their focus to the implementation of these rules, as well 
as consumer protection and cybersecurity reforms, all of which will 

and reveals that risk and regulation will continue to dominate 

2017 are:

Despite this, we expect 2017 to also be the year that banks 

analysis of the publicly stated strategies of 30 major banks around 
the world, while their strategic priorities vary across regions, 
many are focused on “making things better” by growing and 

performance, while also enhancing their control and protection 

• Reshape the business: Banks must clearly articulate a core 

champions or establish themselves as universal super banks 
that provide a full range of services to a global customer base? 
They will need to identify their strengths and then restructure 

• Control the business: 
remain a priority, banks must also enhance their application of 

focus on vendor management and simplify their supply chains to 

or centers of excellence to scale down testing and surveillance 

Grow

Optimize

ProtectControl

Reshape

North American banks

European banks

APAC and Japanese banks

Figure 3  
Banks’ strategic focus differs by region
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• Protect the business: 

crime, banks must make their systems secure, use 

protection and adequately train and supervise their 

• Optimize the business: Banks must develop new 
operating models that take advantage of technology 

Over the medium term, we expect utilities to play an 

balance sheets in the face of multiple market and 

• Grow the business: 
banks must determine the clients they want to 
serve and harness the power of analytics to serve 

product portfolios and the geographic footprint of the 

Our analysis also revealed that the maturity of strategic 
actions banks are taking to keep safe and make things 

example, some banks are simply seeking to protect their 
existing market positions, while others are ambitiously 

There is a similarly divergent approach to “reshape,” 
with some banks maintaining their current business 
structures while exiting selected non-strategic markets, 
and others actively building alliances with FinTech 

To drive meaningful ROE improvements banks will need 

Doing this alone will be challenging, and we believe 
they will likely become increasingly dependent on an 
ecosystem of providers to help them drive innovation 
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Banks will become 
increasingly dependent on 
an ecosytem of providers 
to drive innovation and 



Reshape: set clear strategy  
and consistent structure

8

crisis strategic review in response to regulatory reforms 

noncore businesses, customers and geographies, 

good idea of the future business model that they are 

For those that have less certainty about their strategic 

these banks to stop doing what they don’t do well and 

Reshaping with a forward-looking perspective will 

model, embedding consistency in their operating model 
and identifying how to drive innovation by participating 

We see the industry coalescing around four primary 
business models: local boutiques, global boutiques, 
regional champions and universal super banks (see 

the evolving industry landscape and could pose a 
competitive threat, offer opportunities for collaboration 

structures, especially as they seek to address recovery 

This is especially important in the current (and 
likely permanent) environment where domestic 
regulators have taken a super-equivalent approach 
to implementing global capital and liquidity rules 
and where a consistent structure across countries 
and segments can facilitate resolution planning and 

an intermediate holding company may address these 

logical alignment of legal entities with business lines 
and reducing the complexity of processes across the 

systemically important banks (G-SIBs) see partnering 

year, just one-third of Non-global systemically important 

their business model and legal entity structure, they 
will also need to ensure that they are establishing 
the infrastructure, culture and network necessary to 
participate in a rapidly evolving ecosystem of innovative 
competitors and partners that will allow them to 
develop and adopt potentially revolutionary advances in 
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Figure 4  
Four potential future business models

Local boutiques

serving retail and business customers with 
their home country, state or province; also 
represents banks that have a core focus 
on a particular product or service, such as 
credit cards, mortgages, niche investment 
or wealth management

1

Regional champions
Built on local expertise and a targeted 
customer base; represents banks that 
operate major business lines across 
multiple countries or provide a full-service 
offering in their home markets

2

Global boutiques
Provide selected services and products to 

internationally)

3

Universal super banks
Truly international in coverage and depth; 
provide a full range of services to a global 
customer base

4
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Figure 5  
The reshape agenda: strategic priorities for banks in 2017*

Source: EY 2017 global banking outlook survey
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An action plan for reshaping the bank

•  
We advocate that banks use big data to support their decision-

detailed information such as a time series of returns aligned 
to the current and future regulatory environment is simply not 
available, strong leadership will be required to overcome the data 

•  Once a business model has 
been decided, banks must answer a series of critically important 
questions related to purpose, target customers, core products 

answers to these questions and the steps taken to implement 
them will determine whether individual banks emerge as industry 

• 
banks should identify a course of action to get them there 
organically (special projects, launches, campaigns, wind downs); 
inorganically (disposals, acquisitions); or ecosystem change 

• The growing focus on 

structures and if feasible, move to a global holding company 

• The 
top levels of management must make it clear that innovation is 

crucially, develop internal talent who can successfully engage 

• Banks should consider 

could make the most sense as it integrates the experts who 
know how to innovate with the business units that know where 

12
months

36
months
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Control: enhance three  
lines of defense
Regulators are approaching the end of prudential regulatory policy 
setting and the key components of the new framework are now 

focus on compliance; instead, they face a daunting implementation 

expected to increase their scrutiny on consumer protection and 

tax, now that a system of global information exchange has been 
established on customer tax data, banks can expect a new phase 
during which tax authorities start to use this new data source to 

Despite banks’ aspirations to shift their strategic efforts to an 

banking outlook survey shows that in the short term, compliance 

Indeed, meeting regulatory compliance and reporting standards is 

Where historically banks have focused on delivering ROE targets 

world’s largest banks have to demonstrate that their business 
can be resolved easily and in a timely manner without an adverse 

1 
banks have meaningfully improved their risk management 

of defense risk management model, seek ways to better manage 

Figure 6  
The control agenda: strategic priorities for banks in 2017*

1 “Banks halfway into a 15-year risk transformation

Source: EY 2017 global banking outlook survey
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An action plan for enhancing controls

• 

the front line on risk and devolve risk appetite further down into 

a risk management and control mindset in day-to-day business 

• 
component to enhancing three line model effectiveness is 

second line owning key risk policy, performing control testing 
and designing the control framework, the industry is split on who 

• The adoption of common 

reporting risks, issues management processes and the underlying 

appetite frameworks will play a crucial role in properly reinforcing 

• Banks must develop tools 

to product and customer segments, legal entity and jurisdiction 

• 
previously done in-house to vendors, partners and utilities, they 
will need to take steps to hold these counterparties to the same 

work with their counterparties and regulators to develop and 

• Banks must improve 
their crisis management and recovery and resolution planning 

has an effective toolkit, contingency action plan and clear 
communication protocols that can be deployed in a timely and 

demonstrate that their business models and growth strategies do 

• 

legacy data and technology architectures to pre-emptively detect 

Testing and surveillance teams should be scaled down while banks 
make greater use of robotics and centers of excellence to manage 

• In the short 
term, the ongoing implementation of the global capital and 
liquidity agenda will make tactical and strategic adaptation the 

changing implementation deadlines and differences across 

banks will need stable, sustainable business models appropriate 

12
months

36
months
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Protect: minimize internal  
and external threats
banking scandals, including claims of Libor manipulation, sanctions 
and tax violations, improper sales of mortgage securities and 

costs for 20 large global banks from 2011-15 were more than 

implementing new codes of conduct and changing incentive 
structures, more must be done to rebuild the trust of clients, 
regulators and investors; a culture change and greater investment 

For example, while in a functional area like tax, technology has 

adoption of new and more powerful technologies by tax authorities 

collecting underlying transaction data and applying analytics to 
whole data sets we expect that to shine a light on underlying data 

look to apply technology in tax not to simply automate tax return 

processing but to protect the bank against increasingly data rich 

administrations are actively engaged in understanding the potential 
for block-chain to transform the tax environment, as well as the use 
of technology, strengthening the role of banks in the operation of 

issues behind them, demonstrate that they have systems in place 

Our 2017 global banking outlook survey found that, along with 
managing reputational risks, one of the top priorities for banks in 
the coming year is enhancing cybersecurity, while managing the 

The challenge for banks is to holistically address threats to business 
continuity from both external and internal actors and failures to 

Figure 7  
The protect agenda: strategic priorities for banks in 2017*

Source: EY 2017 global banking outlook survey

*Percentage of respondents ranking strategic 
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An action plan for protecting the bank

• 
better manage conduct risk and protect against the threat 

They must also establish a decision-making 
framework that enables them to rapidly understand issues and 

• 
With pressure to improve ROE, there is a risk that speed to 
market overrides protection when banks are developing new 

•  Even in an era of 

stronger when it can collaborate to share information about cyber 

• With cyber skills in 
short supply, banks must move to cultivate the cyber workforce of 

• The industry should develop 
norms of behavior and codes of conduct for its employees, 

academy where employees need to demonstrate they are well 
drilled on decision-making and on the standards and behaviors 
required, both when they enter the industry and certainly before 

• Banks can use technology to do things more 

begun working with authorities to develop RegTech solutions 

effort of compliance radically increasing in recent years, many 

cost and manual effort required to monitor activity across the 
bank, spotting poor behaviors much more quickly and identifying 

12
months

36
months



Optimize: harness technology to 

of the primary levers that they could pull to improve 

tactical measures such as:

• Reducing staff costs 

• 

• 

• Simplifying processes 

While such efforts drove a 6% reduction in operating 
costs between 2011 and 2015, the savings achieved 

actually increased 21% over the same period, as 
stronger economic growth provided a revenue tailwind 
that gave them the luxury to invest in geographic 
expansion and revenue initiatives and decreased the 

in these markets have slowed, however, emerging-

Our 2017 global banking outlook survey found that 

driving strategic cost reductions and using new 

businesses and carefully managing risk-weighted assets 

due to regulatory impacts in areas such as operational 
risk, it also suggests that the industry has not focused 

Banks must reassess their tactics for managing both 

near-term triage approach to managing their resources 
to a decisive, forward-looking effort to harness and 
embrace technology to meaningfully reduce costs and 

enough to be used immediately and others are a little 

1.68%

1.67% 1.66%

1.60% 1.61%

FY11 FY12 FY13 FY14 FY15

Figure 8  

Source: SNL Financial, EY analysis
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Figure 9  

Source: EY 2017 global banking outlook survey
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An action plan for optimizing the bank

2 “Surgically replacing core banking platforms
3 “Blockchain: the hype, the opportunity and what you should do

• 
integrated into existing interfaces without requiring changes 
to systems and can reduce the cost of high-frequency manual 

• Use big data and technological advancements to improve 

can provide the information necessary to both support tough 
decisions about business exits and drive further savings of 15%-

•  
While total replacement of a core banking system may be too 
expensive, time-consuming and daunting to consider, there are 
other approaches banks can take to renew their systems: build 
a parallel core, replace modules gradually or surgically replace 

purpose cannot be ignored, but banks must not delay decisive 
2

•  The banking industry has a 

together on common external platforms for meeting such 
requirements as know your customer and anti-money laundering 

arrangements to safeguard customer data and privacy, such 

• Distributed ledger technology 
could have a profound impact on the banking industry once issues 

banks can start developing and testing applications in the near 
term, in the longer term they should be looking for opportunities 
to help build the public blockchain ecosystem by collaborating 
with large IT multinationals, participating in industry consortiums 

3

12
months

36
months



Global Banking Outlook 2017    |    19

Grow: invest in staff and technology 
to support innovation
In recent years, banks have had little control over 

Between 2011 and 2015, aggregate revenues at the 
top 200 global banks grew only 4%, and even emerging 
markets banks were not immune from slow growth 

The outlook in 2017 may be improving for some banks 

and capital markets respond with increased resiliency to 

inaction, the industry is now passing the point where 
it can blame external factors for lack of growth or rely 

on their customers, invest in innovation and talent 
and leverage their competitive advantages to compete 

2016 Global Consumer Banking 
Survey, banks have some advantages over non-

provider for products such as primary checking 

becoming more willing to get these products from non-
traditional providers and those that do bank with new 
players trust them as much those who use traditional 

means banks must act now to defend their existing 
market share and use their competitive advantages 

services remains strong, the market share of the major 

Before this erodes further, investment banks must move 

1,448 1,510 1,518 1,609 1,508

972 1,004 1,029 1,072 1,013

2,420 2,514 2,547 2,681
2,521

FY11 FY12 FY13 FY14 FY15

Net interest income Non-interest income

Figure 10 
Slow growth environment: revenues (in US$b) at the top 200 global 
banks have only grown 4% since 2011

Source: SNL Financial, EY analysis
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Figure 11  
The grow agenda: strategic priorities for banks in 2017*
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An action plan for growing the bank

4 The relevance challenge

•  Banks must promote transparency 
in all transactions and proactively protect their customers from 

4

•  Both retail and investment 

analytics to better understand customers’ expectations and to 

•  Banks must invest in their front-line staff, 
particularly in their skills, culture, incentives and toolkits, to 

to hire technologists to interpret big data and help design 

• Make and execute informed decisions about products and 
Banks must leverage data to shape their 

2016 Global Consumer Banking Survey 
found that 60% of consumers globally value a bank with a 

This suggests that banks must balance digital and branch 
investments and develop a clear design for future cross-channel 

on which products they want to offer and how they distribute 

banks may have to choose between offering only high-return 

•  Banks must adopt innovative 
practices to deepen customer relationships by offering 
solutions that address all aspects of important stages of 

They must also leverage market and customer insights to build 

12
months

36
months
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The key to success 
will be building a 
better ecosystem, 
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Building a better 
ecosystem
In 2017, banks in most regions anticipate limited 

management focus is expected to continue to be 

We believe management must carve out time to re-
examine and reshape their businesses to determine 

In our experience, this means innovation and the 

One thing is clear: banks are currently ill-positioned 

Institutions must look for alternative ways to be 

operating models need to have a much thinner spine 
than they have today, making extensive use of industry 
utilities and a diverse range of partners to deliver better 
services, drive out cost, manage risks and help protect 

• From improved risk management to better 
compliance, and from better resolvability to greater 

• 
expenses could be more than 30% lower than they 

requirements to a stronger employee proposition, 
and from an enhanced client experience to smarter 

substantial engagement with regulators, which 
increasingly expect banks to be able to guarantee 
that third-party providers can offer the same level 
of resilience and assurance of processes as banks 

The challenge to banking leaders is to be bold 
and move beyond incremental adjustments to 

effectiveness of implementation and execution of 
innovation, as well as the quality of the ecosystem 

Figure 12  

Bank ecosystem
Collaborating competitors
provide broader coverage

Financial institutions End users of finance

Serves

White-labeled
services

Serves

Corporate clients

Embedded services
and products

Other clients
Serves

Venture capital
funds innovation

Thin spine of core bank
infrastructure

Extensive use of PaaS
and managed services

Venture capital

Industry utility

Vendor platform

Collaborating
competitor Bank of the future

Collaborating
FinTech

Market infrastructure

Managed service
provider

Fu
nd

in
g

Fu
nd

in
g



24

Global
Bill Schlich

 

Toronto

John Weisel
 

New York

Karl Meekings
 

London

Laura Tayman
 

Denver

Regions
Michael Onak

Leader

 

Paris

Ryuji Takagi
 

Tokyo

Jan Bellens
 

Singapore

Service lines
Dai Bedford 

 

London 

Rod Roman
 

London

Keith Pogson
 

Charlie Alexander
 

Services Leader

EY Contacts 

The EY 2017 global banking outlook survey asked senior executives at almost 300 banks across 



Further reading 

Capital 
Markets: 
building the 
investment 
bank of the 
future

A set of blueprints 
for success
Seventh annual global EY/IIF 
bank risk management survey

Leading through 
innovation
The future of banking in 
emerging markets

Capital Markets: building the 
investment bank of the future

A set of blueprints for success

management survey

Leading through innovation
The future of banking in emerging 
markets

Global banking outlook 2016

Transforming talent
The banker of the future



About EY
EY is a global leader in assurance, tax, transaction and 

deliver help build trust and confidence in the capital 

outstanding leaders who team to deliver on our promises 

in building a better working world for our people, for our 

 

About EY’s Global Banking & Capital  
Markets Sector
In today’s globally competitive and highly regulated 
environment, managing risk effectively while satisfying 
an array of divergent stakeholders is a Sector key goal 

deep technical experience in providing assurance, tax, 

to anticipate market trends, identify their implications 
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