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● As old as civilisation

● Bank is an Intermediary which connects those with excess funds (depositors) with 

those in need of funds (borrowers)

● Diversifies the Depositors risk by pooling 

● Makes money on the interest rate differential 

● Offers other related services for additional income

● Evolved over time into a well regulated industry

 

History of Banking Industry
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History of Banking Industry - USA

● Banking Before 1863
○ Free Banking Era

● 1863 - 1913
○ National Banking Act

● 1913 - 1933
○ Federal Reserve Act

● 1933 -1980
○ Glass-Steagall Act
○ Banking Act

● 1980 - 2008
○ DeRegulations

● 1998 - Current
○ Basel Norms

● 2008 - Current
○ Dodd-Frank Act
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USA - Banking History

●

Image Credit: www.visualcapitalist.com
6



● 4,236 FDIC insured commercial 

banks in USA as of CY2021. 

● Top 15 Banks account for 54% 

Market Share

● Large number of region focused 

banks

History of Banking Industry - USA - Current situation
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History of Banking Industry - USA

●
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History of Banking Industry - India

● 1700s - 1969
○ Trade and Commerce Driven

● 1969 - 1991
○ Nationalisation

● 1994 - 2014
○ Brand New Banks

● 2010 - 2020
○ NPA Mess
○ Financial Inclusion

● Current Situation

9



10
Source : RBI

History of Banking Industry - India - Current situation



History of Banking Industry - India

●
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Traditional Bank Business Model

● Branch Driven - Physical Touch Points

○ Expensive to setup branches and pay salaries of employees

● Relationship - Cross Sell

○ Fee Income

● Full Service Banking

○ Not Cost efficient to bank on single line

● Internet Banking

○ Still Required Branch Visits
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Traditional Bank Business - Assets & Liabilities
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Traditional Bank Business - Assets & Liabilities
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Traditional Bank Business - RoTA Chain
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RoTA Chain India USA Singapore
Interest Income / Avg Total Assets 6.54% 2.04% 1.50%
Interest Expense / Avg Total Assets 2.95% 0.20% 0.26%
Net Interest Margin (NIM) / Avg Total 
Assets 3.59% 1.84% 1.24%
Other Income/ Avg Total Assets 1.40% 2.20% 0.88%
Op Exp / Avg Total assets 2.02% 2.77% 0.97%
Provisions / Avg Total Assets 0.65% -0.21% 0.01%
Tax / Avg Total Assets 0.55% 0.29% 0.14%
RoTA 1.77% 1.12% 1.02%
Leverage 8.29x 10.7x 12.25x
RoE 14.68% 12.00% 12.50%



NeoBanks
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Understanding NeoBanks

● Branchless digital only banks with no physical presence 

● All services are online

● Tech savvy - Platform approach to banking

● Mostly focused on retail and SME

● Expected to have Lower Operating and Credit Costs

● Additional sources of revenue through Platform approach
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Understanding NeoBanks - Regulations 

● For NeoBanks : Financial Inclusion, Competition and Efficiency 
● Against NeoBanks : Systemic Risk, Privacy and Security
● Solution : Digital Banking License with restrictions      
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Understanding NeoBanks - Enablers 

● Digital Access - Mobile and Internet

● Demographics and Economy 

● Unbanked / Underbanked Population

● Infrastructure - eKYC, Payments Network

● Regulatory willingness

● Slow to adapt Traditional Banks

● Gamification of banking
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Understanding NeoBanks - India

● Traditional Banks Opening Up -  Eg: ICICI Bank
● Payment Banks - Eg: PayTM, Airtel Payments Bank and Fino Payments
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Understanding NeoBanks - India
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Understanding NeoBanks - Challenges

● Cost of Acqusition are still high for pure digital banks

● Tough to become the primary banker

● Regulatory restrictions hurt the ability to genreate Income

● Limited to simpler products and revenue streams

● Underwriting history yet to be seen
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Understanding NeoBanks 

● Digital Banking Strategy 
○ HDFC Bank
○ ICICI Bank
○ Axis Bank
○ Kotak Bank
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Deeper Dive - Kakao Bank
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● EcoSystem Advantage
● 18 Million accounts of which 50% are below age of 40. 
● Claims 64% of working age population bank with them

Source: Kakao Bank Presentation



Deeper Dive - Kakao Bank - Revenue Model

●
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Deeper Dive - Kakao Bank - Assets and Liabilities
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Deeper Dive - Kakao Bank - Assets and Liabilities
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Deeper Dive - Kakao Bank - RoTA Chain
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RoTA Chain FY18 FY19 FY20 FY21
Interest Income / Avg Total Assets 2.42% 2.84% 2.43% 2.51%
Interest Expense / Avg Total Assets 0.91% 1.42% 0.78% 0.53%
Net Interest Margin (NIM) / Avg Total 
Assets 1.51% 1.42% 1.65% 1.98%
Other Income/ Avg Total Assets 0.67% 0.98% 0.83% 0.89%
Op Exp / Avg Total assets 3.15% 3.53% 2.51% 2.28%
Provisions / Avg Total Assets 0.12% 0.21% 0.25% 0.29%
Tax / Avg Total Assets 0.00% 0.00% 0.04% 0.17%
RoTA -0.17% 0.08% 0.46% 0.65%
Leverage 10.63x 12.36x 11.03x 7.53x
RoE -1.84% 0.97% 5.08% 4.91%



Comparing Business Models - Assets and Liabilities
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Comparing Business Models - RoTA Chain
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RoTA Chain India USA Singapore Kakao Bank
Interest Income / Avg Total Assets 6.54% 2.04% 1.50% 2.51%
Interest Expense / Avg Total Assets 2.95% 0.20% 0.26% 0.53%
Net Interest Margin (NIM) / Avg Total Assets 3.59% 1.84% 1.24% 1.98%
Other Income/ Avg Total Assets 1.40% 2.20% 0.88% 0.89%
Op Exp / Avg Total assets 2.02% 2.77% 0.97% 2.28%
Provisions / Avg Total Assets 0.65% -0.21% 0.01% 0.29%
Tax / Avg Total Assets 0.55% 0.29% 0.14% 0.17%
RoTA 1.77% 1.12% 1.02% 0.65%
Leverage 8.29x 10.7x 12.25x 7.53x
RoE 14.68% 12.00% 12.50% 4.91%



Valuing a NeoBank

● Traditional Bank - P/BV

● Cost of Acquisition and payback period

● Average Revenue per user

● Active Customers x ARPU - Cost of Acquisition and Servicing
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NeoBanks - Future of Banking?

● Traditional Banks Still have an advantage - Deposits and Customers

● Adapt to remain competitive

● Digital Banks within traditional banks

● Act as a base bank for digital banks 

Dont have to panic but be on the lookout... 
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Questions? 
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Thank You


