Innovation Leadership Interviews
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BEA'S INNOVATION DIRECTION

DELIVERS GROUNDBREAKING
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Interviewed by Mr. Gilber

As the first bank in Hong Kong to launch online banking services,
Bank of East Asia (BEA) has been energetically developing new
services, products and channels for many years. From its online
and mobile banking, to the recently-launched ‘digital branch’and
a series of high-end smart devices, BEA operates in a different way
to its more conservative competitors.

Vincent Hui, General Manager & Head of Personal Banking
Division of the Bank of East Asia, explains, “Digitalisation of
banking services is an inevitable market trend. At BEA, we work
at creating innovative banking services to provide a simpler and
faster banking experience. At the same time, we have also enjoyed
significant cost reductions and enhanced efficiency.”

Hong Kond's first bank to go fully online

Since the development of its first-generation online banking
service in 1998, BEA has been persistent in pursuing innovative
technologies. Mr. Hui recalls that in those early days online
banking development was expensive, and the “Millennium bug”
issue had to be forestalled, but there were no suitable solutions
available in the market. BEA therefore established a dedicated
IT research and development team to develop online banking
services, and became the first bank in Hong Kong to launch this
kind of service successfully.

Mr. Hui emphasises the importance of persevering with the
difficult path: “It's always easy to purchase a solution from the
market, but then we wouldn’t own it and would have no control
over patented technologies either. Ultimately, if we have to follow
the developer’s design concept, the system can end up becoming
an obstacle to long-term development.”

BEA's first online banking service was launched in 1999, delivering
outstanding quality and exceeding customers’ expectations.
More importantly, the team solved a multitude of technical issues
during the development process and succeeded in fully realising
BEA's online banking service concept.

r

“We are passionate about technology and strive to delight
our customers with groundbreaking features. This vision
motivates our continuous improvement and drive for
excellence” - Vincent Hui, General Manager & Hea
Personal Banking Division of the Bank of East
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Launch of innovative i-Teller services

Technology has disrupted the traditional business model, and
banking services have evolved to cater to the ever-changing
market demand. The BEA team has in no way slowed its pace of
developing technology, and in recent years it has satisfied market
demand for extended opening hours by launching the i-Teller, the
first such device to complete banking transactions.

Mr. Hui comments, “Extending opening hours would have
involved additional human resources and operational costs at
all our branches. We had to solve this problem with a new, cost-
effective approach!” In 2011, this led the team to introduce an
integrated customer service centre, video conferencing platform,
and interactive control experience called i-Teller.

“The first step is always the hardest,” says Mr. Hui.“No matter how
innovative and well-prepared one may be, it is the determination
to get started that is most important.”

He believes the launch of i-Teller, combining hi-tech and
innovative services, reduced the limitation of face-to-face sales
services during business hours. Eight staff are responsible for over
one hundred i-Teller services, using video conferencing to provide
personal customer service. These teller services extend branch
operating hours from 9 a.m. to 7 p.m., Monday to Saturday.

“The i-Teller has been a great entry point for our transformation of
traditional banking services,” Mr. Hui explains, “not only in saving
human resources costs, but also by enhancing the customer
experience.”
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BEA is actively rolling out its digital branch plan, and aims to implement paperless operation in around 80 branches by the end of 2017, signifying a redefinition of the banking industry.
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Digital branches deliver new approach to
banking services

The digital branch is a simplified but highly effective solution,
equipped with a series of digital devices and integrated online
and physical operations. Not only does it enhance the customer
experience, its operations are also paperless, thus helping to
protect the environment. In 2014, BEA launched its first digital
branch in ifc Mall in Central. The digital branch is equipped with
i-devices developed in-house, including:
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i-Counter - Interactive touchscreen that can be
converted to i-Teller mode, enabling customers to
talk to customer service officers directly by video
conference.
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i-Window - An interactive touchscreen with
movable panel that provides detailed information
about investment products, and also allows
customers to apply using electronic signatures and
real-time audio/screen recording.
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i-Kit - Optical character recognition and electronic
signature technology enable fast electronic
applications for regular banking products.
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i-Zone - Self-service
kiosk for credit card
applications
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Mr. Hui points out that the digital branch operates in a flexible
manner. The manpower and back office space required for
a digital branch is much less than for a traditional branch,
making it is perfectly fitted for Hong Kong's high-rental
business environment.

A traditional branch requires at least 2,000 square feet for the
back office operations, tellers, and customer queuing area. By
contrast, the digital branch in Times Square, Causeway Bay takes
up only 200 square feet, saving a great deal of space and rental
cost. At the same time, the digital branch promotes an energetic
and modern image for BEA and helps to attract young customers.
Approximately 30% of new customers at the digital branches are
young people and professionals of under 30 years old. The average
digital branch account balance per customer is 35% greater than
that of traditional branch customers, while the average mortgage
amount is 65% greater.

BEA is actively rolling out its digital branch plan and aims to
implement a fully paperless operation in around 80 branches by
the time of the bank’s 100™ anniversary at the end of 2017.

Lightning-speed renovation in just 36 hours

The digital branch is a key milestone for BEA. Its great challenge
is to roll out this overhaul without disrupting existing banking
services. Mr. Hui explains that when they upgrade any traditional
branch to a digital branch, they have to fully utilise the non-opening
period, the golden 36 hours between Saturday and Sunday.

In order to achieve this goal, BEA set up a dedicated team and
spent three months studying the correct approach to rapidly
upgrade a traditional branch to a digital branch, even establishing
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i-Panel - Customers
can use near-field
communication (NFC) or
QR codes to download
leaflets, application
forms, and other
documents straight to
their smartphones.
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amock digital branch for training and stress testing. Only after this
thorough preparation was the digital branch finally introduced.

At the moment, BEA renovates one traditional branch into a
digital branch on average every week. As of the end of June this
year, BEA had 33 digital branches in operation.

BEA App’s integrated experience for banking
and daily life

With regard to mobile banking services, Mr. Hui explains that the
BEA App not only provides a variety of banking services, but now
also hosts an array of innovative functions that address the daily
needs of customers, including i-P2P - a person-to-person money
transfer service, Shop Smart - an online shopping platform, and
i-Coupon - an electronic coupon function.

With i-P2P, customers are able to make instant payments to friends
by entering their mobile phone numbers (the recipients can be
non-BEA customers). In order to further enhance the functionality
of i-P2P, BEA has introduced i-Wishes — a money-transfer system
with elegant greetings cards, and i-Laisee during the Chinese
New Year, allowing customers to send their greetings and give red
pockets in a convenient and environmentally-friendly way.

The Shop Smart online shopping platform provides a wide range
of selected products at discounted prices. Customers can order
their favourite items through several simple steps and choose
self-collection or free delivery. Credit card bonus points can be
easily redeemed for an array of i-Coupons.

BEA has established a 3,500 square-foot Innovation Centre in Kwun Tong as a hub for developing
and showcasing the bank’s next-generation smart technologies.
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BEA Innovation Centre

BEA values creativity and strives to develop innovative banking
services. To drive sustainable innovation, BEA has established
a 3,500 square-foot Innovation Centre in Kwun Tong, aiming
to gather staff from different departments to develop a wide
range of innovative solutions and realise creative concepts. The
Innovation Centre is divided into 3 key areas - the iCentre, iHub,
and iLab - each of which plays a key role in showcasing next-
generation smart technologies, and in developing, testing and
evaluating creative concepts.
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The i-P2P/i-Wishes functions of the BEA App provide highly secure person-to-person payment
services: to receive the money transfer, a recipient is only required to enter an authentication code
set by the sender. i-Wishes allows customers to make a money transfer together with an elegant
greeting card.

BEA Appiu;Zi-P2P/i-WishesiR (it 2 2B A B AT AR » WGRARBLUSIRA BRIV RAE IS
WERIE © TiEHBI-Wishesi X8 B AlEFIEEE F—R8X  FIALE -

BERSER BFTEEANNRERXE  RABMA
EER  BAIERR S - BFE T AERLERFES
TR RER B "i-Coupon ;- JI{EINIRIR °

Innovation Centre&lEf iy

HoRTEBAIR  HEEMBITRY - AT FEED
B3 - RIRITITEIERR S5 #3500 R fyInnovation
Centre ' EARIFANE T RE—ERHRARNEIF S
Z . BEIE A - Innovation CentreZl 2 A& 3{E &8 8 3E
iCentre ~ iHubfzilab » B RFT—RE BRI » W 21ER
& A SGHERIFTE S EM -

X RRRB R ARBIE TR P A E R R R EARITIRIS
BERHESRAHY (FinTech) RAJeE 285 - IREE)
SRITIR LB E ALBIBRTE o BB Innovation Centre/3 47
EEESFREEDE  ERTUHEARREFHMEHE
BRI RS ©

Innovation Centrefg #LFRRNABAIBIHT AR - IKER
I ERRET BEER I AGHERSHT AR -

2017 Official Guide to ICT Industry in Hong Kong



Mr. Hui believes that another irreversible trend of FinTech
development is the use of big data to analyse customer
lifestyles and behaviours in using banking services, which can
also help the bank to provide more personalised services. The
team at Innovation Centre has also started using big data to
analyse customer preferences and purchasing behaviours,
which enables it to provide specialised banking services to
different kinds of customers.

The Centre has already provided numerous innovations in
technology, product design, and customer experience which the
bank is continuing to develop.

BEA cares about people and user experience

Mr. Hui emphasises that, whether in online banking, mobile
banking, or the digital branch, personalisation is the cornerstone
of the design concept, and the bank makes user experience its
top priority. He goes on to say, “We have to understand how
our customers and staff feel. Using the latest technology, we
provide personalised services to our customers with a wide
range of benefits and conveniences to attract them to shift from
traditional practices to digital services.”

One example of this is the i-Window, which BEA launched to the
market after five internally-revised versions. The final version
focused on the customer experience and interaction between
customers and relationship managers, thus streamlining the
selling process for investment plans. The bank also has an “i-Team”
at digital branches, who introduce and assist customers in using
the digital devices.

BEA is committed to driving the development of the banking
industry by launching and transforming new products and
services which can improve upon traditional banking services.
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