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The Small and Medium Enterprises universe includes many 
different constituencies with varying degrees of transparency
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Different data and model approaches present benefits and 
challenges
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- Well understood

- Global

- Low coverage

- Fragmented

- Stale

- Lower quality

- Well known

- Accepted

- Sub-optimal

- Promise better coverage

- Improved timeliness

- Scope

- Limited history

- Requires significant 

manipulation

- Fragmented

- Requires new modeling 

approaches

- Privacy

- Enhanced strength

- Signal timeliness

- Regulatory scrutiny

- Transparency

- Customer acceptance

- Models developed in 

benign economic period

Data Models Data Models
Traditional Alternative
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Current state of digital transformation
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0% Investors believe banks have clear and credible digital transformation strategy

Source: Oliver Wyman and Procensus investor survey, November 2019

Do you feel that most banks have articulated clear
and credible digital transformation agendas when it

comes to costs, benefits, and timelines?

37% 
No –

not clear or 

credible

0% 
Yes –

clear and 

credible

How confident are you that banks’ digital
transformation strategies will be effective?

38% 
Skeptical

25% 
Confident

63% 
Somewhat -

clear but lack 

credibility

37% Too 

soon to tell
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Formidable challenges exist for the banking sector
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Conflicting 
priorities IT complexity

New 
technologies

Budget 
constraints

5% consider 
themselves early 
adopters on the 

leading edge

57% agree that the 
IT department lacks 
the budget needed 
to properly innovate 

for the business

80% agree that 
day-to-day IT 
operations & 

maintenance take up 
too much of the IT 
department’s time 

36% say ‘IT 
environment/systems 
complexity’ is a top 

challenge facing their 
organization

Source: 451 Research's Voice of the Enterprise: Digital Pulse, Organizational Dynamics, 2019

Top IT challenges faced by banks
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Source: 451 Research's Voice of the Enterprise: Digital Pulse, Coronavirus Flash Survey, March 2020 5

As of mid-March in the banking industry…

69%

50%

73%

Said coronavirus has had a negative impact on their 

organization

Are currently experiencing loss/reduction of 

customer demand, or plan to within 3mo

Are currently experiencing reduced access to 

clients/prospects, or plan to within 3mo

COVID-19 is accelerating digital transformation agendas

Source: 451 Research's Voice of the Enterprise: Digital Pulse, Coronavirus Flash Survey, March 2020

Digital infrastructure capabilities

Smart branches

Online customer operations

Digital business transformation

Leverage with AI and machine learning

Robust hybrid cloud architecture

Accelerate data optimization
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Digital Innovation can improve Financial Access for SMEs

SMEs are key contributors to economic activity… but have limited access to finance…
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Why banks avoid SME finance What digital innovation can solve

Less 
profitable 
more risk

AML/KYC 
deficiencies

Lack of 
public 
data or 

solutions

Insufficient 
technology 
to monitor 

risk

Better 
insight 

and 
foresight 
into risk

Faster 
and better 

lending 
decisions

Scaled 
growth 

with 
better 
ROI

Operational 
synergies 
through 

data 
optimization
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Winds of Change

Technology

Lowers barriers to entry and promotes innovation

– Application thus far has been in automating the application process (automated income verification vs uploading 
documents)

Potential for greater adoption, if more firms shift toward algorithmic underwriting

Friend or Foe?

Traditional banking has not interfered much with growth of lending platforms

– Banks and nonbank lenders will be major sources of institutional capital for peer-to-peer lending platforms

Complementary business models

– If fintechs expand use of securitisation as source of funding, this could represent income stream for financial institutions

Competition and push for profitability will require further exploration of automation technologies, open 
banking, machine learning and alternative data to play greater roles

As well as industry consolidation
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Summary

• New approaches are helpful but not the panacea

• The challenge is still mostly about the data

• There are specific areas of added value

• Users need to clearly define the business problem

• Evolution, not revolution … yet
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Appendix

SME Initiative | Private & Confidential 9
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New technologies can help process unstructured documents and 
generate insights from text …

For illustrative purposes only 10

Source: S&P Global Market Intelligence

Step 1 Step 3Step 2
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… or from tables to models … 

For illustrative purposes only 11

Source: S&P Global Market Intelligence

Start End
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… Or from voice to sentiment

For illustrative purposes only 12

Source: S&P Global Market Intelligence

Step 1 Step 3Step 2

Sentiment-Based

Behavioral-Based

Language complexity

Concreteness

Analyst favoritism

Level

Changes in level

Change in trend
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