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ew industries can derive more benefit from big data and advanced 

analytics than the financial services industry. Nearly every FSI 

transaction is executed electronically—and the amount of data 

generated by the industry is staggering.  

Recent technological innovations in cloud computing, big data and advanced 

analytics are enabling FSIs to transform the vast stores of data at their 

disposal into game-changing insights across a broader set of applications, 

that include helping to increase sales; improve customer service; and reduce 

risk, fraud and customer churn.  

Leading financial institutions are partnering with Microsoft to make the most 

of their data, leveraging the Microsoft Analytics platform with Cortana 

Analytics, a fully managed big data and advanced analytics suite. This 

powerful platform, combined with Revolution Analytics (creator of 

applications for R, the world’s most widely used programming language for 

statistical computing and predictive analytics), provides customers with the 

flexibility of an end-to-end suite across on-premises and cloud-deployment 

models. 
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The financial services industry is facing a number of challenges and 

opportunities in a rapidly changing marketplace.  

Customers are in the driver’s seat.  

 
Empowered customers are clearly a part of today’s industry landscape. Retail 

and institutional customers are:  

 More informed than ever 

 Increasingly mobile 

 Expecting consistent service across channels  

 Not as trusting as they once were 

As a result, there is increased pressure for new customer engagement models, 

greater transparency and the ability to demonstrate business integrity.  

Delivering personalized, contextual and connected experiences across 

channels is critical. Financial institutions are seeking to provide customers with 

well-timed, targeted and relevant experiences that not only drive sales, but 

also increase brand reputation. Likewise, expediting customer service by 

enabling interaction when, where and how the customer prefers to foster 

preference and loyalty is key.  

 

The technology landscape has shifted dramatically.  

 
Technology is an intrinsic part of the financial services business. However, the 

gap between consumer expectations and adoption of new technology versus 

system capabilities is widening. Financial institutions are also finding it 

increasingly difficult to compete with new entrants from adjacent industries 

such as Internet-only services, telecommunications and retail. Indeed, new 

entrants are pushing the innovation envelope, and offering lower pricing and 

improved customer experiences by capitalizing on technology.  

Innovation and agility have become imperative. As traditional revenue streams 

become more difficult to achieve, we see the industry looking to innovate 

business models to stay competitive. The megatrends of mobility, social, cloud 

and big data are playing a fundamental role in driving banks to re-evaluate 

and transform their business strategy. Financial institutions need to capitalize 

on these trends to reach retail and institutional customers in new ways, yet 

also transform their legacy technology to support the demand for the right 

experience, at the right time, through the right channel.  

 

Financial industry regulation is intensifying. 

Industry Trends 
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The industry is experiencing a level of regulatory scrutiny that is 

unprecedented in its intensity. Indeed, regulatory compliance is having a 

profound effect on the business models of financial institutions. Therefore, 

regulatory compliance and risk management remain top priorities as financial 

institutions navigate the “new normal.”  

 

Data is key to the transformation of financial services. The amount of 

structured and unstructured data that financial institutions need to analyze 

has grown—and will continue to grow—exponentially. Insight into risk 

management and regulatory compliance is central and strategic to the 

industry. Financial institutions that best manage and monetize data will be on 

a strong path to stronger risk management and improved operational 

efficiency.  

 

Margin, capital and liquidity pressures are mounting.  

 
The industry continues to face margin pressures on products while regulatory 

requirements for increased capital reserves and liquidity are increasingly 

central to the freedom a bank has to fund new market opportunities. Financial 

institutions need to find new ways to lower costs and unlock investment 

funds.  

Financial institutions are consolidating and rationalizing their businesses to 

seek efficiencies and re-appropriate spending to areas of the business that 

drive future growth. This is leading to structural changes in core businesses 

and the reengineering of operations.  

 

 

 

 

irms are looking to address these challenges by becoming highly data-

driven businesses. But their history is getting in the way. Financial 

services was one of the first industries to widely adopt information 

technology. As a result, legacy systems are commonplace. Many of these 

systems pose integration challenges. Over the decades, many banks have 

been involved in mergers and acquisitions. As a result, it is not uncommon to 

have duplicate and non-integrated business applications. Separate lines of 

business add to the confusion. Many business units have isolated applications 

built on non-standardized databases. It’s hard to get a single view of the 

customer. 

The baggage of this legacy infrastructure puts the established companies at a 

disadvantage when compared to nimbler startups. Even with these liabilities, 

FSI makes extensive use of advanced analytics. In June 2015, Microsoft 

surveyed 100 business executives about their use of big data and advanced 

analytics. As expected, all the firms were already using analytics in their day-

to-day business. According to the survey, analytics were most often used for:  

 Personalization: 36% 

 Risk and compliance: 29% 

 Customer churn prevention: 20% 

 Fraud detection: 15% 

F 
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When asked about the single most value-generating opportunity going 

forward, over half the respondents chose risk and compliance or 

personalization. The chart below summarizes the survey results. 

  

Analytics Priorities 

 
 

For organizations that are focusing on fraud detection, the highest priorities 

are spotting identity theft and money laundering.  

 

Almost half of the respondents surveyed are making significant investments in 

big data and advanced analytics now. Only 11 percent are reporting that there 

are no plans for these programs. The chart below summarizes these findings.  

 

Investment Timing 
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Microsoft Solutions for Financial 

Services 
 

“Digitization” in the enterprise is having a fundamental impact on the financial 

services industry, creating new opportunities and risks. Institutions that 

leverage data as a key business asset can gain a compelling advantage in 

garnering insights to rationalize costs, increase revenues, better manage risks 

and offer end-customers cutting-edge solutions and services. 

Microsoft invests over $10 billion in R&D annually and is therefore uniquely 

positioned to partner with FSI firms, offering the platform and solutions they 

need to drive competitive advantage. These include: 

 The flexibility to deploy a robust, enterprise-grade platform 

seamlessly—on-premises, in a private cloud, hybrid cloud and public 

cloud. This offers firms the ability to rationalize costs and the choice 

to decide where their data resides, retaining business critical data 

behind company firewalls, while deploying non-core data in the cloud 

and interoperating as needed.  

 An end-to-end solution for a comprehensive data platform—to 

manage, compute, analyze and consume data and insight across 

devices.  

 A business-user-focused front-end obviating the need for 

specialized scientists and manual processes to cull insights. 

 An advanced analytics portfolio that can work off a financial 

institution’s existing applications and data while integrating 

unstructured data as needed to offer a single version of the truth.  

 Cortana Analytics, a fully managed big data and advanced 

analytics suite, that brings all the above capabilities together and 

transforms data into intelligent action 
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A Closer Look at Cortana Analytics 

 
 

Cortana Analytics is a comprehensive big data and analytics suite featuring 

integrated Microsoft technologies. It offers organizations the capabilities they 

need to build and deploy fast, flexible, cost-effective solutions for core 

business scenarios. 

Through preconfigured solutions and APIs from Microsoft and our partners, 

Cortana Analytics provides: 

 Analytics that enable action Take action ahead of competitors by 

improving forecasting capabilities. Enhance business applications 

with machine intelligence to evolve from simple descriptive analytics 

to prescriptive recommendations. 

 Perceptual intelligence Interact with customers and stakeholders in 

new ways and infer intent with vision, face, speech, text and 

sentiment analysis to customize responses and drive appropriate 

actions. 

 Speed and flexibility Build with partner solutions for an industry or 

extend Microsoft’s basic building blocks to tailor solutions to specific 

needs. 

 Security and scalability Business needs will grow over time and so 

should infrastructure. Continue to get value from data in a secure, 

compliant and scalable way. 

 Tried and tested innovation Get industry-leading performance from 

machine-learning algorithms and technology built with over a decade 

of investments by Microsoft Research and operated at global scale in 

our businesses, including Xbox, Skype and Bing. 

 First-party, predictive, finished applications that target core 

business scenarios Enable a broad ecosystem of third-party 

solutions that will allow enterprises to quickly get value out of 

existing data and operational systems. 

 

 

Cloud in Banking and Capital 

Markets  
 

When it comes to public cloud adoption rate, FSI has been relatively slow thus 

far. This is primarily due to industry concerns, though Microsoft has begun to 

see an uptick in interest. The customer conversation has changed drastically 

over the last 12 months from “We are not considering the cloud yet” to “We 

are keen to explore how cloud could be relevant for our business.” The cloud 

offers the promise of agility and scale, both of which are increasingly critical in 

today’s financial institutions. Cloud adoption is becoming even more 
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widespread as institutions test and become more comfortable with the 

technology. In a March 2015 survey completed by the Cloud Security Alliance 

(CSA), only 18 percent of respondents stated that they will not be using the 

public cloud1. For those using hybrid clouds, 70 percent indicated that they 

were migrating to a more public form of the offering. However, 61% of 

organizations are still developing a cloud strategy. CSA’s survey results are 

similar to Microsoft’s survey.  

In the Microsoft survey, around one hundred business executives were first 

asked if they were familiar enough with cloud technologies to answer 

questions. Seventy-four executives responded positively and continued with 

the survey. Regarding a cloud strategy, they responded as follows: 

 Embracing the cloud: 28% 

 Low-risk applications only: 54% 

 Wait-and-see approach: 12% 

 Not going to adopt the cloud: 6% 

When both surveys investigated the cautious approach to the cloud, the 

results were the same. FSI organizations are concerned about security and 

control of their mission-critical data. 

Hiring a cloud service provider (CSP) can help financial organizations improve 

their data security profile. Experienced CSPs typically employ large teams of IT 

security and compliance experts who can manage their customers’ systems 

more efficiently and troubleshoot when something goes wrong. Microsoft has 

made significant investments in security, privacy, compliance and transparency 

to make its cloud a solid platform for the financial services industry. For more 

information about the Microsoft commitment to trustworthy cloud computing 

in FSI, and to download the document “Trustworthy Cloud Computing,” go 

Microsoft’s Cyber Trust blog.  

We expect financial institutions to adopt a hybrid cloud strategy for the 

conceivable future. Firms are looking to keep PII (personally identifiable 

information) data that is highly sensitive on-premises while leveraging the 

public cloud for non-PII information and related processing. Microsoft’s 

hybrid cloud strategy provides financial institutions this exact flexibility that 

customers need. 

Microsoft is partnering with its clients to help them transform their business in 

the cloud. Clients are deploying cloud models across the lifecycle—from front- 

office needs, such as digital marketing, related campaigns and customer 

service needs through middle office for risk management and data analytics 

right to the back office for accounting, post-trade processing, as well as core 

banking. 

  

 

  

                                                        
1 http://www.prnewswire.com/news-releases/cloud-security-alliance-new-survey-finds-financial-firms-are-in-search-of-a-cloud-

strategy-300046077.html 

http://blogs.microsoft.com/cybertrust/2014/04/29/security-trends-in-cloud-computing-part-1-financial-services/
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 Leveraging Machine Learning 

and Advanced Analytics 
 

A growing number of financial institutions are seeing tangible value in 

leveraging the Microsoft Cortana Analytics stack to support their needs for 

advanced analytics across the business. Some of the primary-use cases where 

the Cortana Analytics Suite and Microsoft platform can support and augment 

existing applications and initiatives include: 

 Fraud and anti-money laundering Customers are looking at 

innovative ways to tackle the AML problem. Existing solutions have 

been primarily rule-based approaches that surface a high percentage 

of false positives. Firms need to track and review them and that can 

be time consuming and prohibitively expensive. Combining machine 

learning, to track correlations and dependency, with existing AML 

applications can result in increased agility at significantly better TCO. 

 Personalization and recommendation engines Number of 

products sold per customer is a key metric on the path to increased 

revenues and customer loyalty. On the consumer banking side, banks 

looking to leverage advanced analytics in order to build “stickier” 

relationships with their customers. They also want to spot 

opportunities to surface compelling offers and product 

recommendations that lead to higher acceptance rates.  

 “Robo” Advisory The industry is witnessing a fundamental shift in 

how wealth advise can be tailored to customers based on the 

expanding amount of available data–both structured and 

unstructured—and machine insight. As a result, FSIs are better able 

to offer increasingly custom investment proposals to high-net-worth 

clients.  

 Trading analytics Cortana Analytics, presents a paradigm shift in 

terms of surfacing new data into quant models. Combining the 

banks’ or funds’ proprietary data with these additional data sources 

can help refine these models and identify new trends and 

correlations in the market. This will present new alpha-generating 

opportunities for the banks and funds, enabling them to offer better 

liquidity in volatile and higher-risk markets.  

 

  

 



 
 

 

Cortana Analytics 10 

Money Laundering Prevention 
 

The World Bank and International Monetary Fund estimate the volume of 

money laundering to be between three and five percent of global gross 

domestic product, equivalent to approximately $2.17 to $3.61 trillion annually  

In the United States, the law places significant penalties on organizations that 

permit money laundering intentionally or through negligence.  

Large financial institution use business processes and technology to identify 

criminals at each stage in the money-laundering progression. The following 

chart summarizes the business processes used to combat money laundering 

at each stage along with a machine-learning algorithm that can support the 

process.  

 

Anti-Money Laundering Process 

  
Know Your Customer (KYC) 
 

The Know Your Customer (KYC) process enables banks to prevent money-

laundering individuals from opening an account. Predictive analytics, in the 

form of a decision tree, can be used to separate individuals according to their 

risk profiles.  

 

Transaction Monitoring 
 

To catch money launderers who slip past the KYC process, monitoring and risk 

classification continue in real time. As transactions go through the financial 

firm’s computer systems, stream analytics enables continued flagging of high-

risk, low-risk and medium-risk transactions so the institution may respond 

appropriately.  

 

Pattern Detection 

 
The third level of defense is to employ a machine-learning algorithm called a 

cluster analysis to identify behaviors that are not consistent with established 

norms for legitimate businesses. If the business matches up with a cluster 

associated with money laundering, an investigation is launched to better 

understand the situation and make a final ruling.  
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Cloud-based money-laundering    

    prevention  
 

The cloud is a game-changer for the financial services industry because it 

makes it possible to build money-laundering prevention and detection 

solutions rapidly with virtually endless scalability. Microsoft Azure has many 

components that can be used to easily develop an anti-money laundering 

solution based on stream analytics and machine learning.  

  

 

Personalization 
There are many ways financial institutions can use personalization to improve 

and protect revenue. Technology-based business processes can enhance 

customer service, make product recommendations and predict competitive 

threats. While these solutions have been available for years, changes in cloud 

computing have made them more affordable and easier to implement. The 

graphic below shows three ways personalization can benefit your institution. 

  

Driving Revenue with Personalization  
 

 
 

 

“Next Best Action” 

 

It is not possible for a financial services organization to provide personalized 

service without the help of sophisticated computer systems. These institutions 

collect both structured (e.g., customer profiles and historical information) and 

unstructured customer data (e.g., archived email correspondence, agent notes, 

etc.) across many systems. However, when the data is in one place, 

mathematical algorithms can go to work to find patterns that can be used to 

recommend a “next best action” for the sales person or customer service 

representative.  

 

Life Stage Analysis 
 

A life stage analysis system is used to improve the selling process by 

employing powerful algorithms to predict when a customer is about to 

transition from one life stage to another. For example, a few years after 

getting married, a customer may be ready to start a family or purchase their 

first home. When this sales opportunity presents itself, a financial services 

organization may offer the customer a customized mortgage. In addition, they 

 



 
 

 

Cortana Analytics 12 

will know how to tailor the offer by using another algorithm that matches the 

customer to a set of profiles. The advantage of this type of system is that a 

financial services firm will make its offer before its competitors are aware there 

is an opportunity, thus reducing the risk of customer churn.  

 

Customer Churn Prevention 
 

Preventing customer churn is linked directly to “next best action” which 

optimizes customer service to increase satisfaction, and life stage analysis, 

which proactively determines what a customer will want and creates an offer 

before competitors do. Yet another customer churn preventive measure 

comes in the form of a system that flags customers who are at high risk of 

changing firms or may be susceptible to a competitor’s offer. Once high-risk 

customers are detected, the firm can take actions to increase customer loyalty.  

 

    Machine-Learning-Based Personalization 
 

“Next best action,” life stage analysis and customer churn prevention depend 

on data pulled from isolated systems and converted into a usable format. 

Once that’s accomplished, machine-learning algorithms can be used to find 

patterns in the data that are then translated into models and used for 

predicting future events and for making recommendations. This enables 

business users to interact with these systems though interfaces such as 

dashboards.  

 

Discover how Cortana Analytics help create a platform for 
your business needs. Contact your Microsoft team today. 
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Leveraging the Microsoft 

platform 
 

Many forward-looking financial institutions have already taken advantage of 

the Microsoft data platform.  

One example is Tangerine Bank, a medium-sized, online bank in Canada. This 

firm prides itself on its ability to understand its customers and to create 

unique products. The key to understanding its customers is to combine, 

process and analyze structured and unstructured data from disparate 

databases. For example, the bank needed to combine unstructured data in the 

form of customer feedback and complaints with structured data from 

transaction systems. Once consolidated and organized, the firm used analytics 

to determine the root causes of successes and failures. This knowledge was 

then used to improve current and future products. These products were then 

marketed to customers using approaches similar to “next best action” and life 

stage analysis. Machine learning classifiers have been and continue to be used 

to identify high-risk customers who might want to defect to other institutions. 

Tangerine Bank used half a dozen Microsoft technologies to build this 

solution.  

Yet another example is The Royal Bank of Scotland, which needed a 

powerful analytics platform to improve performance and customer services. 

To handle multiple terabytes of data and an unprecedented level of query 

complexity more efficiently, the bank implemented Microsoft SQL Server 2012 

Analytics Platform System. As a result, the bank gained near-real-time insight 

into customers’ business needs as well as emerging economic trends, cut a 

typical four-hour query to less than 15 seconds, and simplified deployment. 

When Metro Bank opened in London in 2010, its vision was to redefine the 

relationship people have with their bank by innovating customer service. With 

such offerings as seven-day-a-week store hours and lightning-quick service (a 

customer can open an account and get a debit card within minutes) the bank 

built a foundation for fast growth. 

But with that growth came a need for deeper and more detailed information 

about what customers want and need. Metro Bank required a business 

intelligence (BI) solution that could quickly and accurately provide information 

to guide analysis and decision-making. Metro Bank chose Microsoft Power BI 

because the solution integrated easily with the bank’s existing Microsoft stack; 

it was easy for staff to quickly learn and personalize for their daily needs; and 

it enabled the bank to track customer interactions, internal metrics and more. 
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Conclusion 
Together, big data and advanced analytics are transforming the financial 

services industry. Analytics projects that used to be too expensive or time 

consuming are now both possible and desirable. Organizations that take 

advantage of these new technologies to build business-enabling applications 

will gain market share, increase profits and dramatically decrease regulatory 

issues.  

 

Cortana Analytics from Microsoft provides financial services organizations with 

a big data and advanced analytics suite that enables you to transform your 

data into intelligent action. It offers the predictive tools you need to move 

ahead of your competition, ensure the long-term loyalty of your customers, 

and identify and prevent money-laundering activity. Secure and scalable, the 

Cortana Analytics suite is an empowering, easy-to-use solution for all your big 

data and advanced analytics needs. 

 

To learn more, contact your Microsoft team today.   
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