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Changes in the Business
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Industrial Revolutions

In the fourth industrial revolution, digital analytics enables a
new level of operational productivity.

Key Indications:

- Geographic
- Time
- Quality
Mechanization, Mass production, Computer and Cyber physical
water power, assembly line, automation system _ Disruptions to
steam power electricity
business model
L-O
* "
-
Maturation of new Data analytics Pervasive Ubiquitous Unprecedented
cyber physical driving efficacy sensing connectivity levels of data
technologies and effectiveness and throughout and increased
(artificial and new business actuation the supply computing
intelligence, 3-D models chain powers

printing, robotics)

McKinsey&Company | Source: Forbes; World Economic Forum




Industry 4.0
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Industry Revolution

We are at the center of it!

« Geographic — Broadband Internet and Networking media, worldwide

connectivity
« Time — Computing powers, Straight through processes

« Quality — Data Security and encryptions, Efficiency, Improved

Analytics

» Disruptions — Companies emerging and sunsets; Jobs creation and

ceasing




Industry 4.0

« Autonomous Sensory through IOT (Internet Of Things)

* Big Data

 Artificial Intelligence, Machine Learning, Deep Learning

 Blockchains
 Robotic Automation
« Cyber Security

* Cloud Computing

PROJECT
INDUSTR]AL

OMP UTER REDUCE Time
factory IMP; ~AUTOMATION
SMART FACTORY Autonom)ROBOTS

SOLUTION




Internet of Things and Big Data
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Machine Learning and Al

Traditional Programming

Dat
S Output
Program
Machine Learning
Data
Program
Output

Common use-cases of Machine Learning by functional area

FINANCE AND BANKING

+ Credit scoring

« Fraud detection

« Risk analysis

« Client analysis

« Optimised debit order strikes

p -
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TRAVEL AND BOOKING

+ Demand forecasting

+ Price optimization

+ Price forecasting (for dynamically
changing prices)

RETAIL AND E-COMMERCE
+ Demand forecasting

« Price optimization

« Recommendations

« Fraud detection

« Customer segmentation

HEALTH CARE AND LIFE SCIENCE
«Increase in diagnostic accuracy
+Identifying at-risk patients
«Insurance product cost optimization

i

MARKETING AND SALES

+ Marketing and customer
segmentation

« Price optimization

« Churn rate analysis

« Customer lifetime value prediction
« Upsell opportunity analysis

« Sentiment analysis in social
networks

OTHER

+ Object recognition (photo and video)
+ Content recommendations (movies,
music, articles and news)

+Chabot's and virtual assistants

«And more




Machine Learning and Al

Any organisation which possesses large amounts of data can monetize this data to gain a competitive edge at scale.

Product & pricing information

Customer purchase history

A 4

Credit and payment history

A 4

v

Bureau customer data

Y

External customer data
(eg. social media, census)

A 4

Real world data
(eg. weather, exchange rates, economy)

Sensor and loT data
(eg. temperature, foot traffic, facial recognition)

4

MACHINE
LEARNING AND AI

INCREASE REVENUE AND
RETAIN GOOD CUSTOMERS

Targeted and personalised marketing
campaigns

Personalised product recommendations

Al sales staff assistant recommending
sell opportunities & prospects

Price elasticity to minimise margin given
away whilst ensuring stock clearance

Product placement recommendations

Al Chatbots

OPTIMISE STOCK HOLDING AND
DISTRIBUTION

Demand forecasting

Optimised routing and scheduling

Optimised packing and picking

MAXIMIZE CREDIT PROFITS AND
MINIMISE LOSSES

Recommendations for credit auth policy to
optimise profit per customer

Actual & predicted customer profitability

Price elasticity to minimise margin given
away whilst ensuring stock clearance

Predict customer payments & recommend
actions to maximise collections

Prevent customer churn




Blockchain

- e e

With blockchain technology, each page in a ledger of transac-
tions forms a block. That block has an impact on the next block or page
through cryptographic hashing. In other words, when a block is completed,
it creates a unique secure code, which ties into the next page or block,
creating a chain of blocks, or blockchain.

BLOCK 1 BLOCK 2 BLOCK 3
HEADER HEADER HEADER

* Involving: Data blocks, Hashes, Chains,

Block 1 Block 2 Block 3
transactions transactions transactions

Decentralized (P2P networks)

* Improved data security and trust

* Remove intermediaries (i.e. validators,
etc)




Blockchain Application Potential (not only crypto-currencies...
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Robotics Process Automation (RPA)

How RPA works:

RPA Is.. S)'L‘ﬂﬁ:ieoi 2‘;'“8" Robots are a Sit alongside
T repetiive {3 g2 virtual workforce & existing
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Industry 4.0 Changes in the Business World (Summary)

Revenue Streams Cash Receipt and Disbursements

Supply Chains Receivables & Payables
And many more....

Data is Key!
CyberSecurity
Digital Literacy!
Strategy

Competitive
advantage




Industry 4.0 Changes in the Business World (sample)

Retail Banking Trends

Banks Make
Significant
Investments in
Digital
Transformation

Banks Look To
Leverage Digital IDs

Beyond
Authentication

Banks Deploy Al
and RPA to Increase
Productivity and
Efficiency

As Security Threats
Recede, Banks
Leverage the Cloud
to Cost-effectively
Streamline

Alternate Lenders
Leverage Altemative
Data for Providing
Credit Facilities to a
Wide Range of
Customers

More and More,
Banks Collaborating
With FinTechs
Through Different
Models

Banks Strive to

Digital-Only

Bring Distributed Analytics to Challenger Banks
Ledger Technology Transform End-To- Threaten to Beat
Out of Labs, Into End Customer Retail Banks at

the Real World Joumeys Their Own Game

Banks Connect With
Third-Party
Providers to Drive
Customer-Centricity
and Implement New
Models

Retail Banking Trends 2018 | November 2017

© 2017 Capgemini. All rights reserved,




Industry 4.0 Changes in the Business World
(sample)

Top ten trends for the retail
banking industry in 2019

Q: What do you think will be the (3) three most important trends
for the retail banking industry in the upcoming year?

Use of Big Data, Al, Advanced Analytics and Cognitive Computing

What are the
challenges?

Removing friction from the customer journey

|

50%
Use of APIs and Open Banking

%

SOURCE: Digital Banking Report Research © December 2018 The Financial Brand

Improvements in Integrated Multichannel Delivery
32%
Building partnerships between banking and fintech firms
27%

What should we
do?

Expansion of digital payments
24%
Investments in innovation initiatives
20%
Emergence of new challenger banks
14%
Exploring advanced technologies (loT, Voice)
13%
Finding and/or training new talent
11%




Industry 4.0 Changes in the Business World
(sample)

Top strategic priorities for financial
Institutions comparing 2019 & 2018

Q: What are your top 3 strategic priorities for your organization?

Improve digital experience
for consumers

What are the

alternative fintech providers LA

Improve components [ERSRL)

of security KA
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Reduce operating costs 32 f’ i
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Improve 31% g
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operations 31% % .
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Recruit or retrain talent to 19% §
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Challenges Iin Industry 4.0



Challenges in Industry 4.0

New business models—the definition of a new strategy

» Rethinking your organization and processes to maximize new

outcomes
* Understanding your business case
» Conducting successful pilots
» Helping your organization to understand where action is needed
« Change management, something that is too often overlooked
« Examination of company culture
» The genuine interconnection of all departments

« Recruiting and developing new talent

Source : iiot-world.com




Finance Professional Challenges

CFOs and their C-level peers agree that finance
leaders should spend more time leading.

But the results suggest a gap between finance
chiefs’ current leadership on the executive
team and what others expect.

Although some transformations include radical changes,
most create significant improvements on the margin of
existing operations.

Working together, CFOs and CSOs have the stature to
challenge biases and influence how the top team makes

decisions to improve a company’s performance.

Strategy and Corporate Finance Practice - McKinsey & Company - April 2017
A CFO’s Key competencies for the future - CGMA



Role of CFO

Last year, four in ten CFOs spent most of their time on strategy, transformations,

or another nonfinance area.

% of CFOs1

Roles where CFOs spent the most time,
past 12 months

Specialty finance
(eg, treasury, audit, tax,
investor relations)

14

Other

Traditional finance
(eg, accounting,

controlling, budgeting,
planning and analysis)

In the first question, n = 193, and in the second question, n = 77. The second question was asked only of CFOs who say they spent the most time on

other (nonfinance) roles in the past 12 months.

Areas where CFOs focused on nonfinance roles spent
the most time, past 12 months

Strategic leadership _ 46
Organizational transformation _ 45
Performance management
Capital allocation

Big data and analytics

Finance capabilities

N

Technology trends (eg, digital, l 5
cybersecurity, IT)

Other functions (eg, risk l 5
management, procurement)

Strategy and Corporate Finance Practice - April 2017 - McKinsey & Company

COLLABORATION
with non Finance
professionals is key
for CFOs and
Finance

professionals




Role of CFO

For newer activities and trends, such as digitization, few CFOs say their companies are
prepared to be competitive.

% of CFOs, n =193

How well companies’ current capabilities meet what they will need to be

competitive over next 5 years How do we
M Veywel B Wel M Somewhat = Sighty M Notatal M Don'tknow prepare better?
1
business activities E 18 41 24 n
Managing activist
shareholders : 28 28 15 18
1
Cybersecurity 5 24 48 s

Big data 7 1 39 2 “

Strategy and Corporate Finance Practice - April 2017 - McKinsey & Company




7 Key Questions a Strategic Thinking CFO Should
Consider

1.

What's the company’s plan for growth?

What are the challenges to your company’s growth plan and how might you overcome

them?

What uncertainty is your company facing and how can you help negotiate it?
Where does your company spend the most without proven ROI?

Are your company’s growth goals big enough?

What could halt your company’s goals and what could help nullify it?

What should your company consider stopping

Keys to becoming a great CFO — CIMA @america
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CIMA Competency Framework

areonty and profeg Sio

Py

Apply accounting In the context
and finance skills of the business

Technical Business
skills skills

And lead within To influence
the organisation people
LEADERSHIP
SKILLS

Digital
skills

ETHICS, INTEGRITY AND PROFESSIONALISM

Leadership
skills

Cs

"Megrity and profes™

Source : CIMA competency frameworks



CIMA Competency Framework
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Entry level Manager Senior manager
Position held within the organisation

B Technical accounting B Business Peaple B Leadership

Source : CIMA competency frameworks



Strategy

CIMA Competency Framework

Business models

Financial accounting and reporting Market and regulatory environment

ity and pr )
5,‘“\69“ y pi Ofesslon

Cost accounting and management &

Process management

Business planning Technical Business

skills : skills Business relations

Management reporting and analysis
Business ecosystems management

Corporate finance and treasury

management Leadership : Project management
skills

Risk management and internal control

Macroeconomic analysis

Accounting information systems

Tax strategy, planning and compliance
Influence

Information and digital literacy

Team building

Digital content creation

Coaching and mentoring Megaotiation and decision-making

Froblem-solving

Driving performance

Data strategy and planning o icati
ommunication

Motivating and inspiring
Data analytics

Change management Data visualisation Collaboration and partnering

Source : CIMA competency frameworks



The Three Important Business Pillars

The three pillars represent specific areas of knowledge. The three
pillars are interlinked to provide a coherent body of knowledge that will
equip you with the competencies a financial leader require.

* The enterprise pillar deals with the formulation of strategy and its
effective implementation.

 The performance pillar uses the tools and techniques of
management accounting and risk management to ensure that

strategy is realistic and to monitor its implementation.

« The financial pillar focuses on the financial accounting and

reqrity and profeg
o 00,
7
skills skills
P Digi
. skil

reporting obligations of the organisation.

Leadership
skills

Three Important Business Pillars for a Finance Leader
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Finance Activities

Figure 4. Basic finance activities — from information to impact

Assemble Advise

|

Analyse Apply

Acumen

Finance works

in isolation

Accounting Management

Figure 5. Basic finance activities - percentage of time currently spent on activities vs desired

E 1 i i

Information Insight Influence Impact

B current B Desired

Source : Re-inventing finance for a digital world, CGMA - AICPA



Finance Activities and Modernization

Figure 6. Basic finance activities — time currently spent on activities vs desired, by finance function role

Entry Level
Accountants/Analysts
Business Partners
Managers

Finance Controllers
C-Suite

M current B Desired

Information Insight Influence Impact

Figure 9. Finance function adoption curve of core modernisation and exponential tools

Advanced analytics Cloud

Visualisation

Process robotics

In-memory computing

Blockchain

2.5% 13.5% 34% 34% 16%
Innovators  Early Early Late Laggards
adopters  majority majority

Source : Re-inventing finance for a digital world, CGMA - AICPA



Finance Value Matrix

Figure 8. The finance function value matrix —
by management accounting practitioner and
finance team focus (percentage)

Communication and use of information

E | o
] Stewardship ' Value enabling ®
@ o
c <
W i
5
o
Data integrity . Value analysis
Assembling and analysing information
B Management accounting B Finance function

practitioners

P as a trusted source of the management
information, provides data integrity

P as acommercial analyst, providing insights
into the drivers of organisational value

P as the subject matter expert and steward, contributes to
strategic decision-making, including defining objectives
with regard to developing the business model

P through partnering, uses insights to address performance
issues and enables solutions to create value.

Source : Re-inventing finance for a digital world, CGMA - AICPA



Re-inventing Finance for a Digital World

The shape of the finance function in the digital world

Level 1 Strategic
leadership

Level 2 Strategic partnership for value
to influence and shape how the
organisation creates and preserves value

Level 3 Technical specialists
providing insights in their
respective areas

Level 4 Managing processes and applying
accounting rules to assemble and
extract data

Systems and technologies of
governance and oversight

Systems and technologies of
engagement

Systems and technologies of
interpretation

Systems and technologies of
recording

Source : Re-inventing finance for a digital world, CGMA - AICPA



Attribute

Data extraction

(Level 4)

Insight generation
(Level 3)

Value partnering
(Level 2)

Re-inventing Finance for a Digital World

Finance leadership
(Level 1)

Type of system Recording Interpretation {or Engagement (or Governance and
sense-making) interaction) oversight
Outcome Hindsight Insight Foresight Oversight
Gartner model Descriptive Diagnostic Diagnostic; Predictive;
predictive; prescriptive and
prescriptive cognitive
Technology OCR; RPA; early Al NLP; middle Al visualisation; final Al prediction tools;

stages of Bl system

stages of Bl system

stages of Bl system

all stages of BI
system

Role of accounting

Gathering
information for
narrating; and
narrating how
organisation creates
and preserves value

Narrating in greater
detail; beginning

to shape how
organisations create
and preserve value

Shaping how value
is created (through
interaction); enabling
how value is created

Enabling value
creation by
ensuring oversight,
governance, and
by allocation

and provision of
resources

Focus

Quality and integrity
of data; training
machines to do a
better job; efficiency

Compliance
(interpreting rules);
quality of analysis;
telling machines what
to do; effectiveness

Quality of decision-
making; judgement;
trade-offs and
learning

Quality of strategic
decision-making;
risk management;
capital and resource
optimisation

Main competencies

Technical accounting

Technical accounting;
business skills

Business skills;
people skills

Business skills:
people skills and
leadership skills

CIMA Professional
Qualification/CGMA

Operational level

Management level

Strateqgic Level
CPD/CPE

CPD/CPE

OCR — Optical Character Recognition, RPA — Robotic Process Automation, NLP — Natural Language Processing,
Bl — Business Intelligence, Al — Artificial Intelligence, CPD — Gontinuing Professional Development, GPE — Continuing

Do you know
where you are?

Where do you

want to be?

Professional Education

Source : Re-inventing finance for a digital world, CGMA - AICPA




Discussions, Q & A



Thank you



