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FOREWORD
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Within the Credit Union Operating Principles adopted by the 
movement in 1984, under the heading of Social Responsibility it 
was declared that “… the credit union ideal is to extend service 
to all who need and can use it.” Lying beyond the vision of the 
delegates gathered to ratify the principles was how an event in 
the previous year, the launch of a new protocol suite that would 
give birth to the modern internet, would fundamentally alter the 
way in which we today are called upon to fulfil that ideal.

Rapid advances in technology have the capacity to alter not only the way in 
which we will need to deliver service to a membership that is increasingly 
digitised, but will also demand an evaluation of the very services we offer 
and the transition to a business model sustainable in the digital age. In so 
many other industries, digitalisation has brought democratisation and in 
some cases disruption. Netflix, Amazon and Uber are examples of how 
agile technology start-ups have overhauled established industries through 
user focused offerings rooted in convenience and value.

There is naturally an element of fear, a degree of trepidation that the rise 
of technology threatens the position of credit unions in the established 
order of things, yet the technologies being developed have the capacity to 
enable credit unions to not only strengthen our position within the market 
but to deliver upon our social obligations like never before.
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Financial Technology (‘FinTech’) provides credit unions with a unique 
opportunity to enhance our user focused offering rooted in convenience 
and value, to reaffirm service to the Member as our primary objective 
and to extend service in a way beyond what could have been thought 
possible in 1984. Once again, our future lies beyond our vision, but it is 
not beyond our control.

FinTech is an area which does not merely merit consideration, it demands 
an alignment of strategy, a pooling of resources and a focusing of effort 
for credit unions to unlock the enormous potential offered by new and 
emerging technologies. It is therefore the distinct privilege of the Solution 
Centre to present this white paper on FinTech, the first in a trilogy of 
volumes. In this first volume we provide an introduction to financial 
technology and the opportunities it presents for credit unions, seeking 
to demystify some of the terminology surrounding the topic. In the 
volumes to come we will focus on what is available today, give practical 
considerations on implementation and plan for future requirements.

Since our inception, being established by a group of credit unions in 
recognition of the growing need to co-operate more closely on shared 
challenges, the Solution Centre has facilitated a large and growing 
number of credit unions to collaborate on projects relating to innovation 
and business model development. In our first year of operation our 
membership has grown to include over one third of the Irish system in 
terms of assets under management, credit unions who in turn serve almost 
one million members. Some of our accomplishments include the launch 
of a digital creative agency that has enabled participants to increase 
lending by up to 15% as well as a best practice mortgage framework 
providing credit unions with all the tools necessary to offer compliant 
mortgage products.

Having established the structures to foster collaboration in innovation, 
refined our strategy for business model development and now with the 
scale and the scope to address the broader challenges facing credit unions, 
our ambitions grow and so we turn to exploring the role of FinTech in 
supporting the transformation of the business model.

While technology does not hold all the answers, it is a vital component 
in our business model transformation programme. Indeed, IT enablement 
is at the very centre of our strategy for business model development. That 
transformation programme is well underway and we would invite all 
credit unions who wish to be thought leaders in that transformation to 
join us on this journey.

The relentless advance of technology will have a profound and growing 
impact on credit unions now and in the future, and in any event, we are 
cautioned that embracing technology is seldom a choice. In the words 
of the author Stewart Brand; “once a new technology rolls over you, if 
you’re not part of the steamroller, you’re part of the road”.
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WHAT IS FINTECH?
TRANSFORMING FINANCIAL SERVICES, FAST

02

digital banking consumer finance payments

Delivery of lending, deposit 
and other solutions via apps 

and internet banking

Online loan origination, 
scoring and disbursement 
by alternative financiers

Domestic, overseas and 
currency payments

BLOCKCHAIN CRYPTOCURRENCY REG TECh 

Digital ledger of 
transactions, data saved on 

a decentralised network

A digital means of exchanging 
value, operating independently 

of a central bank

ALM, KYC, fraud detection, 
compliance and reporting

FinTech is the use of technology to enable the delivery of financial 
solutions and services to individuals and organisations. In practise 
there are many diverse segments, the key ones being:
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crowd / P2P insure tech wealth tech DATA AND ANALYTICS

Provision of debt and 
equity from one person 

to another via an online 
marketplace

Sale and brokering of 
insurance via apps and 

internet bank

investing, portfolio 
management and robo-

advisory

Decision support using Big 
Data, Machine Learning and 

Predictive Analytics

CAPITAL MARKETS FINANCE AND ACCOUNTING Core Banking

Solutions including risk 
management, market data 

and trading

Enterprise solutions for 
invoicing, accounting, AR and AP

Supports key products, 
functions and processes  

Complimentary technologies for FinTech include Cloud Computing and 
Cyber Security.

A full description of the segments and terminology used in FinTech is 
provided in the glossary. Glossary terms appear throughout the paper in bold.
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History

Whilst FinTech is new to our lexicon, we have seen a steady digitalisation 
of client offerings and back office processes since the 1980s, aided by 
improvements in the capability and affordability of technology.

The regulated nature of Financial Services has allowed it to escape the 
type of digital transformation which has revolutionised industries such as 
media and retail, until now. The current wave of FinTech, which started in 
the late 2000s, is fundamentally different and more disruptive than what 
we have witnessed before.

PARTICIPANTS

The participants are diverse, Incumbents such as Credit Unions now 
compete with start-ups (often called FinTechs) and New Entrants from 
industries such as IT and Telecoms. Each group possesses different 
characteristics but share a common goal, increased market share.

Subtle changes occur in how participants interact. Many FinTechs 
reposition from direct competition with Incumbents to a collaborative 
model. Incumbents often partner with New Entrants, as we have witnessed 
with AIB and Android Pay. Others such as BBVA acquire FinTechs to 
accelerate their transformation.

Further change can be expected as EC initiatives such as PSD2 and Single 
Digital Market lower barriers to entry and FinTech makes more possible. 
Facebook recently announced plans to use an Irish E Money Institution 
License to launch financial services across Europe1, Telecom provider 
Lebara now offers payment solutions, copying the success of Orange and 
Commerzbank in Poland. Retailers will also become more active.

INCUMBENTS FINTECH NEW ENTRANTS
STRENGTHS • Multiple services across 

multiple channels

• Client trust

• Established resource base

• Mature processes

• Focus on single solutions

• Low back office & 
regulatory costs

• High valuations for 
fundraising

• Global scale and 
distribution 

• Vast client data set

• Superior marketing, IT & 
agility

• Competitive business 
model

WEAKNESSES • Legacy IT is hard to 
change

• Complex business models

• Poor at innovation

• Regulatory constraints

• Lack of scale and 
diversity

• Business and financial 
models not proven

• Time required to build 
trust

• Reliant on Incumbents 
(for now)

• Non-core, are they 
committed?

• Does extra step aid 
consumer?

CREDIT UNION

1 http://registers.centralbank.ie
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DRIVERS OF DISRUPTION

In less than a decade FinTech has emerged, gone global, and disrupted 
many aspects of an industry which took centuries to evolve. For such 
rapid disruption to occur requires both push and pull factors:

Client Behaviour

Consumer dissatisfaction with poor service, 
miss-selling and other scandals has created a 
willingness to experiment with new providers 
and solutions. At the same time a new 
generation of Digital Native consumers, who 
expect everything can be done online anytime, 
anywhere with great UX grow in importance.

Digital Channel

Smartphones have effectively become 
mini-computers. Combined with improved 
connectivity and cyber security, Mobile 
is quickly capturing an increasing share of 
transactions. Internet Banking is also growing 
fast as it empowers users to self-service and is 
cost efficient and flexible for providers.

Agile Architecture

Historically, financial technology was provided 
in a closed environment, making it difficult to 
integrate and slow. Today’s mantra - open, agile, 
real-time.

Solutions are increasingly hosted in the Cloud, 
which is significantly more cost efficient 
and scalable than installed solutions. Open 
architecture allows specialist solutions to be 
seamlessly integrated using APIs, allowing 
financial service providers to choose best of 
breed solutions to augment their digital offering. 
Some software is even open source, available 
for modification or enhancement by anyone 
with the skills to exploit it.

DEMAND PULL

TECHNOLOGY PUSH

Such advances trigger radical new business models. Digital-only banks 
such as Atom™ and Mondo™ emerge. Platforms such as Amazon and 
Apple allow others to plug-in to their ecosystem, increasing market 
reach, client data and economies of scale. Uber and P2P lenders use IT to 
match unused economic capacity with demand. The era of Open Banking 
– service built upon third party applications – may not be palatable to 
regulators and management just yet but the possibility grows.



10 

DEGREE OF DISRUPTION

Technology has an intangibility which, combined with its disruptive 
nature, often leads to misjudgements about impact and value. Certain 
aspects of FinTech are undoubtedly overhyped – are high valuations 
credible? How many payment solutions do we need and can they all 
survive price based competition? Can lending start-ups survive a cycle of 
higher interest rates, defaults and regulation?

It may be tempting for Credit Unions to dismiss FinTech as “something for 
others” or “maybe later” but two key criteria suggest otherwise:

1. Digital Transformation

Getting reliable statistics on internet and mobile usage in Ireland is 
difficult since BPFI ceased reporting in 2014. In that year, total log-ins 
were 365.9 million by 3.4m active users. Mobile banking had 1.2m 
active users making 20m payments transactions, Internet banking 2.3m 
active users making 44m payment transactions. Growth was especially 
strong in mobile.

The counter effect of this trend is apparent in ECB data2 on Ireland. 
Between 2011 and 2015 the number of ATMs dropped from 3,190 to 
2,640, domestic credit institution branches from 1,548 to 1,181 and POS 
terminals from 153,110 to 38,680. Over the same period the value of 
credit transfers initiated electronically grew from €175 billion to €1,247 
billion.

Based on Visa’s recent estimate3, digitalisation has accelerated with 80% 
of 18-24 year olds using their mobile device to monitor their money or 
make payments. 20% of face-to-face transactions are contactless. Usage 
is highest among the 18-24 and 25-34 age groups however the fastest 
growth rate for mobile banking adoption is among 55-64 year olds. More 
recent statistics from Deloitte suggest 43% of Irish people use digital 
banking4.

Such trends are not unique to Ireland. Visa estimate the number of 
Europeans regularly using a mobile device for payments has tripled from 
18% in 2015 to 54% in 2016.

“We always overestimate the change that will 
occur in the next two years and underestimate 
the change that will occur in the next ten. 
Don’t let yourself be lulled into inaction.”

Bill Gates 

2 http://sdw.ecb.int/reports.do?node=100000891
3 www.visaeurope.com
4 Deloitte Global Mobile Survey, Ireland, 2016
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Nor is an end in sight, Visa predict that payments from mobile devices 
will comprise 50% of all transactions by 2020 as adoption grows and 
common purchases such as travel, food and bills are augmented by higher 
value items such as holidays and electronics.

2. Supplier Switching

FinTech makes adding new relationships or switching easier, this will 
become more so if PSD2 removes banks’ monopoly on their customer’s 
account information and payment services from 2018.

Accurate data on Ireland is again hard to obtain but recent research5 
from the UK showed that 49% of customers now use at least one ‘non 
traditional’ firm for financial services. More conservative estimates are 
14% today6 rising to 25% by 20207, nevertheless a respectable share for 
an industry in its infancy. Again the highest adopters are the young, urban 
and affluent with the most popular services being payments, investment, 
insurance then borrowing.

What drives such radical and fast change?

Convenience & 
Value

FinTech provides users with enormous 
convenience, allowing them to conduct their 
financial affairs anytime, anywhere with great 
UX. FinTech also adds value, be it a time, cost 
or return advantage over existing arrangements.

As choice and affordability grow we will soon 
be able to tailor the exact financial services with 
little or no additional effort.

Efficiency & 
Flexibility

Automation reduces costs quickly. Research 
from Germany shows digital bank ING-DiBa 
has a 40% cost income ratio versus 71% market 
average, with profits being reinvested in new 
capabilities and passed back to clients.

As the capability of FinTech improves and 
delivers deeper insights, new capabilities and 
more flexible operations on top of cost savings 
so digitalisation will increase.

5 Cap Gemini World FinTech Report 2017
6 www.ey.com
7 https://transferwise.com
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CHALLENGES FOR CREDIT UNIONS
THE PERFECT STORM

03

CONTEXT

FinTech emerges at a time when Credit Unions face a perfect 
storm of increased competition, regulation and financial pressure 
which threaten the sustainability of the business model. This is 
not unique, from Estonia to the UK, Ireland to the US, the entire 
Credit Union movement faces a similar challenge.

Increasing Competition

Credit Unions are rightly proud of their high market penetration and 
brand strength but, equally, should understand their client base – high 
deposits, high quality borrowers - is attractive to competitors and our 
narrow product range is a weakness.

Competition will increase across the board, from traditional sources as 
Banks recover from their crisis induced introspection and new entrants 
like FinTech reduce barriers to entry.

Competition for deposits may be lower during times of negative interest 
rates however substitutes exist and FinTech makes it easy for investors to 
diversify to new asset classes such as Crowd/P2P, equities, invoice finance, 
etc which offer higher returns. Robo-advisory allows it to be done on a 
low cost, low hassle basis. Niche lenders will appear, as occurred with 
car leasing and is currently occurring in the Unbanked and Underbanked 
segments via pre-paid cards and FinTech such as Kreditech™. Day-to-day 
payments and financial management is already migrating to digital.

Not only does competition increase but the basis of competition changes 
as FinTech supports greater specialism and real-time relationships. 
Google, Klarna and Bank digital payment solutions may render cards 
irrelevant before Credit Unions fully adopt them.

“The pieces of the puzzle are coming together 
for a seismic shift from plastic to digital.”

Philip Konopik, Visa Ireland
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Increasing Regulation

Since the banking collapse in 2008, credit unions have operated in an 
arduous regulatory environment. In their report of June 2016, CUAC 
considered that governance requirements on Irish credit unions are on a 
par with international best practice and further governance requirements 
are unnecessary.

Unfortunately, as intended in the report by the Commission on Credit 
Unions, the quid pro quo of a more enabling tiered regulatory approach 
has not yet been delivered.

Credit Unions who have embraced the enhanced framework, introduced 
in the Credit Union Act 2012 and subsequent regulations, now have 
new governance arrangements as well as risk management systems and 
controls in place, which are consistent with and reflective of, a modern 
regulatory framework. This has added significant additional costs however, 
though they are well positioned to manage a broader business model and 
therefore a better value proposition to their members.

Based on the recommendations made in the CUAC report, we have 
to be optimistic that we will witness the implementation of a fair and 
transparent tiered regulatory system whereby the “smaller” credit union, 
with a simple savings and loan offering, will have a less demanding 
governance standard requirement, while the “larger” credit unions will 
be allowed to develop a more sophisticated business offering.

If credit union business models are to evolve it will be essential that 
the implementation of the CUAC report recommendations result in a 
meaningful review and change to the lending limits and new classes of 
lending that were introduced in 2016. Current limitations do not account 
for the credit worthiness of individual members, financial strength, or 
competencies of a credit union. Effectively, an individual member could 
be denied a loan based not on their personal credit worthiness but on 
the lending threshold being reached within a regulatory determined class 
of members, and with no bearing on the strength of the credit union. 
Similarly, the restrictive cap imposed on individual member savings of 
€100k requires revision.

While credit unions cope with the considerable demands of new 
legislative and regulatory requirements implemented since 2013, the 
regulatory environment continues to be dynamic. Apart from the specific 
credit union related regulations, they will have to manage the effects of 
an extensive list including but not limited to;

• Credit Reporting Act 2013
• Central Bank (Supervision and Enforcement) Act 2013 (Section  
 48) (Lending to Small and Medium-Sized Enterprises)   
 Regulations 2015
• EBA Guidelines on Product Oversight and Governance   
 Arrangements
• 4th EU Money Laundering Directive (MLD4), and
• EU Revised Funds Transfer Regulations
• EU Payment Service Directive (PSD2)
• EU Regulation on Interchange Fees
• EU General Data Protection Regulation (GDPR), and
• EU e Privacy Directive
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Information on all legal and regulatory requirements are available 
through CUSP and guidance is available through CUDA.  

The costs of conducting business in a compliant manner continues to 
increase while certain revenue opportunities are being constrained. 
Regulators must strike a balance between industry safety and market 
growth, and we hope the Central Bank’s decision to appoint its first 
Deputy Registrar of Credit Unions with responsibility for Business 
Development is a positive development. It is noteworthy that we now 
have a defined payment account, called MPCAS, for the execution of 
payment transactions and an application process for qualifying credit 
unions. Hopefully, as previously promised, this will see some of the old 
and outdated regulations, particularly around lending limits, removed in 
recognition of the significant improvement in board and management 
capabilities required under 2012 Credit Union legislation.

Unsustainable Financial Model

Despite rising membership painting a positive picture, the decline in 
return on assets and pressure on net income demonstrate weakness. The 
lack of industry-specific statistics is frustrating but if we take Irish statistics8 
as a proxy then fundamental weaknesses exist.

Lending to Irish households for housing and consumption purposes, a 
key source of credit union income, has been contracting since November 
2008 with loans outstanding down 35% over this period. Deposits have 
been relatively stable, however, the era of low and negative interest rates 
decimates investment income. Development of new revenue streams has 
been slow for many reasons.

External factors have exposed a structural cost problem requiring strategic 
cost management as proposed by the Solution Centre – a reliance on 
branches and manual process is inefficient and carries operational risk, 
governance, regulatory and other operating costs to rise. Consolidation 
may reduce capacity and create some economies of scale but provides 
only a short-term fix. If Credit Unions are to build sustainable models 
then the ability of FinTech to reduce cost and increase revenue mean it 
cannot be ignored.

8 www.centralbank.ie
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STRATEGIC CHOICE

FinTech has the ability to drive change in many areas. Executed 
correctly, it will create a virtuous loop where gains in one area 
reinforce others:

deeper member 
relationship

stakeholder
relations

business 
capital

sustainable 
financial model

•	Member engagement
•	Member experience
•	Cross & Up sell

•	community hub
•	member benefits
•	governance

•	data driven
•	corporate agility
•	capital & talent

•	revenue growth
•	cost efficiency
•	credit quality

cost income ratio

germany : EU Median : ING diba

71% : 58% : 40%

ACCESS HOURS PER ANNUM

digital : branch

8,760 : 1,898

OPPORTUNITIES FOR CREDIT UNIONS
THE FUTURE IN OUR CONTROL

04
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Deeper Member Relationships

Internet banking and mobile apps will extend market reach where the 
offering is attractive and the UX exceeds customer expectations. Existing 
members can access solutions remotely rather than being solely tied to 
branches and their arbitrary opening hours. Potential members, unable to 
access the branch for whatever reason, receive the opportunity to utilise 
services. Digital is especially important to attract more young, urban and 
affluent members.

FinTech also improves member experience. Members can transact and 
self-service from anywhere in the world when they want. Sales tools make 
offers transparent and understandable, well-designed applications make 
it easy to transact. Automated credit underwriting processes that ensure 
access to credit and other solutions on-demand. The correct IT Stack will 
make it easier and cheaper to launch new products, proprietary or third 
party, and run campaigns. This in turn will drive greater cross-sale and 
up-sale of higher margin products. Combined with other digital channels, 
such as social media, this becomes an effective marketing platform – 
The Solution Centre has proven this concept by running a creative, data 
driven campaign on Facebook which enabled participants to increase 
lending by up to 15%.

Sustainable Financial Model

Higher and more diverse revenues are important but perhaps the largest 
and fastest impact will occur on the cost side.

Highly repetitive tasks such as data collection, analysis and reporting are 
well suited to automation. The new breed of ‘digital core’ solutions such 
as Union Financial Technologies™ and Mambu™ allow Credit Unions 
to automate the entire loan life cycle from origination to credit scoring, 
loan disbursement, monitoring and even accounting, generating huge 
efficiency.

On the engagement side Credit Unions must allow members who prefer 
to self-service through digital channels, perhaps utilising chatbots to 
automate text and voice interactions, while freeing staff in branches to 
focus on enhancing the higher value activities encompassing an advice 
based member relationship.

FinTech also offers an array of solutions to improve credit quality. At one 
end of the spectrum Big Data solutions takes various pieces of online 
data from Facebook and search histories to predict borrower behaviour. 
When combined with traditional judgement based scoring models this 
can lead to a 5-15% improvement in accuracy in the short-term and 20-
30% long-term with back-testing and model calibration. Such methods 
are increasingly standard among consumer financiers.

A more realistic starting point (understanding the inputs and outputs is 
essential) may be a traditional model which can be used to identify fraud 
at account opening, measure debt capacity and credit quality. Credit 
Unions can build scorecards, source data from multiple internal and 
external sources and generate accurate results within minutes. A related 
area well suited to Credit Union’s altruistic goals is ‘positive scoring’ 
where borrowers volunteer their good credit history in return for lower rates.
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Stakeholder Relations

Credit Unions occupy a special position in society thus a ‘community 
hub’ strategy as proposed by the Solution Centre is logical if not yet fully 
possible under current regulations.

Mortgages, Social Housing and SME lending, where CUDA have been 
to the fore in Credit Union advocacy, would help cement this position, 
diversify revenues and absorb deposits now subject to negative interest 
rates. Equally, however, each requires different analytical skills, 
concentrates credit risk and creates a maturity gap between long-term 
assets and short-term deposit liabilities. This will require Credit Unions 
to interpret, act upon and report exposures in a timely manner using an 
in-house capability or FinTech solution such as TreasuryView™. This is a 
critical component of the Solution Centre’s Treasury Management project, 
which will support credit unions with the monitoring and management of 
capital, funding and liquidity management (FLM) and the effective use of 
collateral, balance sheet positions and trends and the associated market 
risks.

In addition to increasing dividends and interest rebates, FinTech allows 
Credit Unions to provide rewards to members. Digital Wallet and mPOS 
solutions such as yoyo wallet™ provide targeted offers for users and 
payment processing for retailers. Credit Unions can embrace this to offer 
contextual rewards and discounts to members, providing an incentive for 
increased usage and building links with local retailers.

With Governance and Regulation high and rising, RegTech solutions can 
help streamline processes, including expensive ‘onboarding’ when KYC 
and AML checks must be run, identifying fraud by members and staff, and 
reporting to management and regulators. The change in emphasis from 
historic reporting to proactive prevention will also require change, digital 
data is easier and faster to analyse than paper and already standard in 
many companies and countries.

Business Capability

As highlighted, Credit Unions face increased competition and on a 
different basis than before, FinTech can enable the improved capability 
required to thrive in this tougher environment.

Being ‘data driven’ will require Credit Unions to utilise, with relevant 
member consent, the valuable data they possess to inform decision making 
- value drivers are understood and resources allocated towards the best 
opportunity. Becoming data-driven is not easy but incorporating a CRM 
solution, as is being implemented by the Solution Centre, is an important 
first step, being cognisant that a common platform across credit unions 
will open many opportunities. Over time, siloed data can be integrated 
and analytics added, creating real-time member and enterprise level 
views. This becomes particularly relevant as Big Data will soon make it 
possible to provide highly personalised offers and Machine Learning will 
improve credit analysis.

Corporate Agility is the ability to adapt to change. FinTech aids 
reactiveness. Changing needs are identified early and services can be 
adapted or new ones launched quickly in digital channels. FinTech not 
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only reduces absolute costs but moves them from a fixed to more variable 
basis. SaaS and licensing is usually modular or usage based rather than 
large sums in advance or for service that is not required. Achieving the 
best deal will be covered in Paper 2.

Credit Unions face increased competition not only for members but for 
talent and capital. Training, brand recognition and remuneration are 
important tactics, however, longer-term strategies focused on growth and 
innovation will help attract and retain the best people while supporting 
the provision of a great value proposition for members.
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TARGET OPERATING MODEL
LEAN, FOCUSED & AGILE FOR THE DIGITAL AGE

05

New strategy is just the start of the transition journey, the 
operating model which delivers it must also be adapted and the 
financial model revised. It is essential to examine the whole value 
chain but for our purposes we focus on three key aspects:

1. MEMBER OFFERING

To remain relevant in a time of changing member demands and increased 
competition, Credit Unions must expand their offering. FinTech provides 
a growing array of options in this regard. What is critical is to define what 
is valuable to members and assist the sustainability of the Credit Union 
and is likely to include:

DEPOSIT LENDING ANCILLARY
PERSONAL • Current accounts

• Term deposits

• Savings plans

• Microloans

• Overdrafts

• Term loans

• Mortgages

• Leasing

• Money Management

• Payments

• Investments

• Insurance

• Cards

CORPORATE • Current accounts

• Term deposits

• Overdrafts

• Term loans

• Revolving credits

• Tailored solutions

• Mobile POS

• FX

• Insurance

• Investments 
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Members typically have relations with multiple financial providers, 
collect paper receipts and periodically analyse historic statements. This 
is inefficient for them and means credit unions do not capture a large 
enough share of wallet.

Money Management applications are emerging which address these 
problems. Members will be able to see their financial information in a 
single place and have regular transactions like lending, payments, and 
investments, integrated for convenience. 

As FinTech develops it will become normal to capture expense items 
digitally, analytics will categorise items, show trends and send warnings 
when exceptions occur. We will see next month in advance, not last 
month in arrears.

This presents an obvious question, why drive to a credit union to transact 
when you can access service from the comfort of your sofa in seconds?

Credit Unions must therefore prioritise such client engagement tools to 
increase market reach and member interaction, thereafter adding new 
products in an incremental manner. Products may be propriety, third 
party solutions plugged-in using API and through the Solution Centre 
implemented movement-wide, leveraging economies of scale and making 
diversification easier than ever before.

2. DELIVERY CHANNELS

Credit Unions should pursue an omnichannel strategy, maintaining a 
branch presence for those members who lack the ability or willingness to 
use digital, leveraging digital for the reasons outlined above.

Third parties will also grow in importance as technology creates a more 
connected economy, in many countries it is normal for financial service 
firms to have retailers ‘re-sell’ their credit at the point-of-sale, when it 
matters most.

Many credit unions have implemented internet banking in recent years 
but the capability remains underdeveloped if not out-of-date already.

The new breed of solutions provide greater functionality – real-time 
relationship views, detailed information of each transaction, an ability to 
self-service queries and request new product, chat in real time if required. 
UX is improved and it is easy to adapt as conditions change and new 
products are launched.

BRANCH INTERNET BANK MOBILE THIRD PARTIES
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CRM
Member records, 

analytics and 
reporting 

CREDIT SCORING
Fraud, credit capacity 

and credit quality 
measurement 

3rd party apis
Complimentary 

products and services 
provided by 3rd parties

client engagement
Apps, Internet banking, 

sales tools, social 
media channels etc 

digital core
Member records, 

messaging, portfolio 
management, payments, 
accounting, reporting
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3. IT PLATFORM

Debate rages about the future of IT in financial services – cloud based 
or installed, open or closed to integration, should you own, rent or 
outsource? What is possible technologically is not always palatable to 
regulators or profitable to management.

The exact configuration should depend on the business requirement but 
is likely to include the following key aspects.

Core systems require particular consideration. Many credit unions 
have gone to considerable effort and expense to implement these only 
to find the technology is not adaptive or the vendor slow to introduce 
new features. This is changing as a new breed of ‘digital core’ solutions 
emerge which are cloud based or installed, open to third party solutions, 
real-time and customisable. This creates the possibility to automate entire 
processes such as the loan life cycle from origination to credit scoring, loan 
disbursement monitoring and accounting, generating huge efficiencies 
and improving client engagement. For those seeking to change in an 
incremental manner rather than replace whole systems, applications such 
as Corezoid™ start to emerge.

Some of the key weaknesses in the current credit union operating model 
is the lack of connectivity between credit unions and the lack of high 
quality sectoral data. The Solution Centre project on CRM seeks to address 
both these weaknesses.

Regardless of the final configuration there are certain ‘must haves’ to 
ensure the IT platform is fit for the digital age. First and foremost, it must 
match the business requirement or members and staff will not adopt. Data 
must be real-time, implying seamless movement between applications. 
All elements must be reliable and secure with clearly defined service 
levels. Cost and complexity must be minimised.

The practical implications of FinTech will be examined in paper 2 but 
whether you are starting from a zero base or altering existing solutions 
and providers, it is complex topic and requires expert knowledge 
and management.

Protecting data to minimise fraud, reputational damage and fines is 
critical. Cyber will be addressed in our next paper but at a minimum 
should include validation of sites and users, illegitimate entry protection, 
authorisation controls, data encryption between device and server and 
session management. A clear plan and proactive approach is essential 
whether it is managed in-house or through reliable partners.

Other challenges include ensuring a consistent approach across all 
channels, be it the look and feel for members or that data flows in real-
time to ensure accurate positions are kept. These factors will be examined 
in paper 2.
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TARGET BENEFITS

What might Credit Unions gain from investing in their IT stack? After all it 
will require a commitment of resources and management time to achieve.

Client Engagement

Reach will be extended in terms of availability and market coverage 
and member engagement improved, leading to more sales events with 
increased conversion. Members will be empowered by anytime, anywhere 
service which they can customise to their requirements.  Combined with 
other digital channels, such as social media, Credit Unions can achieve 
24/7/365 presence where members are most active. 

Digital Core

Inefficient manual processes can be automated to reduce cost and 
operational risk. New account opening, loan issuance and other client 
activities can be executed in real-time. Enterprise wide data improves 
planning and management, including availability of credit versus 
regulatory limits.

CRM

Deeper insights on member needs and profitability will occur. Investment 
decisions become driven by market requirements rather than assumptions. 
Members receive a more personalised service and recognise their Credit 
Union as innovative.

Credit Scoring

Losses to fraud and bad debts will be reduced. Over time, increased 
data allows for benchmarking and back-testing of performance allowing 
credit policy to be improved. At a future date, improved Big Data will 
support better credit analysis and predictive analytics, more proactive 
management.

Third-Party APIs

New solutions can be added to cover gaps in the member offering, 
inducing higher value ancillary products which Credit Unions cannot 
provide on a standalone basis. This will make credit unions a ‘go to’ 
financial provider and diversify revenue streams.
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A CASE STUDY ON ESTONIA
A DIGITAL SOCIETY

06

Twenty six years ago Estonia regained its independence from 
the wreckage of the Soviet Union. With a population of 1.3m, 
few resources and legacy issues to address, their outlook was 
challenging.

IT was quickly adopted as a country strategy, with an initial focus on 
automating administration and delivering public services via digital 
channels. Infrastructure investments were made, enabling legislation 
passed and a skills agenda implemented, from primary school up.

Through developing these solutions their private sector gained unique 
skills and experience. This supported expansion abroad, attracted high 
value foreign investors and spawned innovations such as Skype.

The journey has not been without challenges. In 2007 Estonia suffered a 
cyber attack which was unique in its scale and complexity at the time. 
This was defended with minimal interruption and has resulted in Estonia 
becoming a centre of excellence in cyber security, including for NATO.

Estonia’s FinTech credentials are equally impressive. From the outset digital 
delivery was standard, with transactions authorised using the national 
e-ID card and saved in digital documents. Banks benefitted from cost 
efficiencies and flexibility, consumers from convenience. Today, there are 
over 40 FinTechs in Estonia, ranging from Nordic banks to homegrown 
talents such as TransferWise, Monese and Funderbeam.

The government grows and innovates too, their unique e-Residency 
program allows businesses to form and administer an Estonian company, 
access the services of Estonian banks and pay taxes online. Time and cost 
savings are potentially huge.

Estonia has not only solved many of the IT problems the world struggles 
with – trust, interoperability, skills – it can demonstrate real benefits for 
all stakeholders. 

99.8% 5.4 DAYS 5 MINS 2%
Financial 

transactions 
performed 
digitally

Working days 
Estonians save 
per annum by 

using e-services

Time required 
to issue loan 

using automated 
process

GDP Estonia 
saves by running 

paperless 
government
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CONCLUSIONS
KEEP CALM AND FOCUS ON MEMBERS

07

In less than a decade, FinTech has emerged, gone global and 
disrupted many aspects of an industry which took centuries to 
evolve. FinTech adoption grows across all client segments, product 
lines and financial service providers, with major ramifications for 
Credit Unions the world  over.

Irish credit unions are particularly exposed given the eight-year unbroken 
run of lower lending, more stringent local and European regulation and 
lower interest rates. The financial model is not sustainable at a time when 
competition is increasing from larger, more focused rivals and members 
become increasingly digitised and demanding. The threat should not be 
underestimated.

Nor should the opportunity be ignored. Diversifying revenues and 
cutting costs through process automation and better credit performance 
should start immediately. Providing a more extensive, personalised and 
convenient service is essential to remaining relevant to members. Deeper 
insights on performance and value will support better decision making. 
FinTech will allow credit unions to implement new strategies, better adapt 
to change and benefit from future advances in analytics. Will members 
complain about improved service and dividends? Will regulators object 
to a leaner, more proactive sector?

There is naturally a fear of the unknown but this is misplaced. FinTech 
has been commonplace in comparable segments and countries for a long 
time. With proper planning, testing and management, the costs and risks 
associated with change can be managed. The development of the SAM 
system to standardise a best practice approach to lending in response to 
the Mortgage Credit Directive proves this concept.

Together we are stronger and can embrace FinTech to deliver upon our 
social obligations like never before. With adequate resources to hand, 
members requesting change, and external factors conspiring to create a 
challenging path ahead; a moment of truth looms, digitalise or decline.
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FINTECH GLOSSARY

appendix

Algorithm
A series of instructions which tell a computer what to do. These can be highly 
complex and include multiple options (and, or, not) based on multiple data and 
scenarios but are based on simple rationale.

Altfi
Alternative finance, that is lenders and instruments which have emerged and 
exist outside of the traditional finance system of regulated banks and capital markets.

API
Application Programming Interface. An interface which allows two pieces of 
software or systems to talk to each other instantly and seamlessly, making it 
easier to exchange data.

Benchmark
A point or data set against which performance can be measured and compared.

Cognitive Computing
Self-learning computer system which attempts to mimic human thinking using 
data mining, pattern recognition and natural language processing.

Big Data
The analysis of large, complex or rapidly changing data sets to identify linkages or 
trends that would not be apparent through traditional data processing methods.  
This is a core element of the Solution Centre’s CRM project.

Bitcoin
A cryptocurrency which is manufactured, stored and exchanged without 
reference to a central bank. Value is based on supply and demand. Bitcoin 
transactions are recorded using blockchain technology and user identity is not 
revealed. Increasingly a mainstream way to exchange value between parties

Blockchain
A digital ledger which records transactions as a chain (string) of data and stores 
them on a decentralised network. Parties to the transaction can see and validate 
the same version of the truth. Theoretically impossible to change or remove, 
making a possible infrastructure for the future.

Challenger bank
A new financial institution which has been granted a banking license and uses 
FinTech to engage members better, create an efficient back office, etc.
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Cloud Computing
When software or services are provided over the internet, aka ‘the cloud’ . 
Data is hosted on servers at a remote data centre but can be utilised on local 
computers. Reduces costs and makes scaling easier but requires cyber security, 
backup and disaster recovery procedures.

Core Banking System
A system supporting ‘core’ functions such as member records and messaging, 
transaction management, configuration, reporting, general ledger. Distinction 
must be made between new ‘digital core’ systems with open architecture and 
legacy core systems which may be closed and not real-time.

Crowdfunding
Transactions occurring between persons and companies via a marketplace. 
Includes debt, invoices and equity in return for interest, shares and rewards. 
Provides liquidity to those who might otherwise be excluded from the market 
and a new asset class for investors.

Cryptocurrency
A digital means of payment which uses encryption to secure transactions and 
control the creation of new units. Examples include Bitcoin and Ether, both of 
which operate independently of a central bank. Increasingly a mainstream way 
to exchange value between parties.

CUSP
Credit Union Support Platform - helps Credit Unions manage their business with 
a consistent approach to regulatory compliance, risk management and internal audit.

Cyber Security
Measure to keep data and solutions (software) and devices and systems 
(hardware) secure from damage, theft and misuse.

Digital Native
A person who has grown up using digital technology, including Millennials and 
Generation Y.

Digital Transformation
The journey businesses undergo to implement technology in their organisation. 
Requires not only new technology but new skills, processes and business change.

Digital Wallet
An application which allows you to check balances, make financial transactions 
and collect rewards on a mobile device. Typically linked to a real money account 
thus is becoming an alternative to credit and debit cards.

FinTech
The use of software to provide financial services including personal finance, 
capital markets and enterprise accounting. Alternatively, a start-up providing 
financial services via digital channels.

InsureTech
FinTech firms focusing on the insurance segment, including sales, broking and 
crowd insuring.
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IT Stack
The set of software subsystems or components needed to create a complete 
platform. The development of a robust IT Stack for Credit Unions is the focus of 
the Solution Centre FinTech project.

Machine Learning
Unlike conventional computer programs, machine-learning algorithms modify 
themselves to better perform their assigned tasks. Increasingly used in credit 
analysis and decisioning.

Mobile Payment
Payment services performed from or via a mobile device and operated within 
financial regulation.

mPOS
Mobile Point of Sale is a smartphone, tablet, or dedicated wireless device that 
performs the functions of a cash register or electronic point of sale terminal. 

MVP
Minimum Viable Product. A version of a new product with sufficient features to 
be usable but not the full solution. Allows IT company to work with members to 
validate what is required for final product.

NFC
Near Field Communication. Technology which facilitates the exchange of data 
over a short distance, such as between the chip in a card or smartphone and the 
payment reader.

Open Source
Open Source Software (OSS) describes a freely available software.

MIFID
Markets in Financial Instruments Directive governing the provision of investment 
services in financial instruments by banks and investment firms and operation 
of trading venues.

Payment Gateway
Facilitates the online payment for goods and services using a card, linking the 
buyer, merchant and acquiring bank. Prominent example includes PayPal.

Payment Service Providers
Partner with Acquiring Banks to offer Merchants the capability to processing 
transactions, ensure data security standard compliance, fraud protection, etc.

P2P
Peer-to-Peer Lending, transactions occurring between persons via a marketplace. 
Typically focuses on short-term personal lending. Provides liquidity to borrowers 
who might otherwise be excluded from market, and potentially high returns 
for investors.
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PSD2
Payment Services Directive 2 is an EU policy aimed at standardising and making 
interoperable card, mobile and internet payments. Expected to reduce barriers 
to entry for third party providers by allowing them to make payments and debit 
the customer’s bank account via an API. Will allow FinTechs to offer services on 
top of bank’s data and infrastructure, increasing competition.

RegTech
FinTech firms focusing on the regulatory and compliance segment, including 
ALM, KYC, and fraud.

Roboadvisor
Automated solution which provides advice and/or (re)allocates assets based 
on the prevailing market conditions relative to the pre-defined risk:reward 
strategy. In essence an algorithm replaces a human. Growing fast for automated, 
standardised asset management services due to cost and speed.

ROI
Return on investment, measuring the benefit created relative to the investment’s cost.

SaaS
Software-as-a-Service. A licensing model whereby the application is hosted by 
the vendor in the Cloud and accessed by users online in return for a periodic 
subscription fee.

SAM
System for Application Management to enable Credit Unions to implement 
compliant, best practice procedures for lending areas such as mortgages, SME 
and Community.

STP
Straight through processing, automating an entire process from end-to-end. 
Increasingly used in online deposits and lending due to its efficiency and 
accuracy.

Unbanked
People or businesses with no access to mainstream financial services. FinTech is 
extending inclusion of this segment.

Underbanked
People or businesses with poor access to mainstream financial services. Access 
to credit continues to be a problem in Ireland in the low income bracket.

UX
User Experience (UX) refers to a person’s emotions and attitudes about using 
a particular product system or service. Better UX is achieved by involving end 
users in the design process and incorporating their feedback as was done by the 
Solution Centre on their website project.
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ABOUT US
Credit Union Development Association (CUDA), is a Credit Union owned 
network that enables members to engage in beneficial activities which 
would not be possible on a standalone basis. We act as a catalyst for 
the growth and development of Credit Unions; a representative voice on 
legislative and regulatory issues; thought leadership; strategic development 
and provide support services in the areas such as regulatory compliance, 
risk management, shared services and competency development.

Web www.cuda.ie

Email info@cuda.ie

Phone +353 1 469 3715

Solution Centre commenced with a select group of the country’s strongest 
credit unions who knew they could achieve more for their members 
by working together. Initiatives include product development, digital 
marketing, procurement of goods and services, vendor management 
and access to the Credit Union Support Platform [CUSP] and the System 
fo Application Management (SAM). Members benefit from accessing 
best practise, streamlining operations and pooling resources to create 
economies of scale.

Web www.solutioncentre.ie

Email info@solutioncentre.ie

Phone +353 1 469 3172

PAPER 2
To be released in February, paper 2 will focus on practical examples of 
how FinTech drives deeper insights, improves member engagement and 
experience, back office efficiency and governance. We shall examine 
best practise in the FinTech and Credit Union segments, the degree to 
which we can trust a machine and how to avoid common mistakes.

PAPER 3
Paper 3 will be defined by members at a workshop event and, ideally, 
should build on paper 2 such as an in-depth examination of loan life-
cycle automation, digital core systems or financial risk. The paper will 
conclude with Solution Centre’s plan for success and implement new 
KPIs to measure effectiveness.
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