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When it comes to deploying technology such as Advanced
Analytics and Artificial Intelligence, one of the challenges that
finance companies face is identifying the right use cases for
experimentation and scaling successful proofs of concept at
speed.

Ahead of the Advanced Analytics and Al Summit: BFSI, we
talked to industry expert, Martin Thorn, Senior Manager,
Decisioning Analytics & Al at CYBC.

In our conversation, he shared insights on the key factors to
consider before starting on an Al project, the stumbling blocks
that can come into play as well as ways to overcome these
barriers. He also highlighted ways in which a finance company
can get started in the right direction rather than investing in Al
projects without having any idea of the steps involved.
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Martin joined Clydesdale and Yorkshire Bank
Group in 2017 to grow the data science and Al
capabilities of CYBG. His team is responsible
for revolutionising how the bank uses Al and
data to create true personalisation and value
for customers.

Prior to CYBG, Martin spent 10 years
managing large teams and developing Sky's
data programmes. With a background in
analytics, he has a wealth of experience
employing AA and Al technologies within an
organisation.

Ahead of Advanced Analytics and Al summit:
BFSI (25-26 June, 2019) in London, he shared
some key insights on how finance companies
can identify right Al projects to work on and
scale them efficiently. Read the complete
interview below to learn more.
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In my opinion, the biggest driver is
differentiation in the market, and
what we're certainly seeing is that
there's a massive opportunity with
the amount of data that finance
companies have available to them.
It's a good use case for saying: Let's
use that data, and use it to try to
make the company stand out from
the rest.

A lot of the Fintech companies
springing up are giving advice to
customers and helping them to

work out their spend. There's a very

real and massive opportunity, in
terms of using that data for good
and actually helping customers to
manage their money in a better
WEW
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One of the benefits being realised by
the finance sector is “customer
differentiation”.

When you start to look at some of the
other use cases, you can think of things
like anti-fraud and anti-money
laundering.

A lot of those systems are getting to the
stage where it's just such a huge volume
of data coming through that the
systems designed in the seventies and
the eighties just aren’t able to cope.
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We've definitely seen massive
benefits when we're looking at new
machine learning models that are
able to go through this data at a
vast rate of knots and the ability to
come up with a precise view on
whether that is fraud or money
laundering in a way that traditional
systems just can't.

Besides, "customer differentiation”,
another big driver that | would like
to add is “cost optimisation”, which
is the same across all sectors.

1.E

When you're dealing with vast
volumes of data, a lot of the banking
processes aren’t as automated as
they could be.

A lot of the banks have got huge
legacy and a lot of non value added
tasks; so that's definitely something
where Al or process automation can
definitely help a great deal.
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We approach the process a bit
differently by focusing on the
ones that have got the biggest
opportunity in terms of
generating value. Some projects
are obvious from an ROI point of
view and others take time and
may take 12 to 36 months to
show any ROI.

For us, it's not necessarily about
ROI; it's about speed to market
and speed to implementation.
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The ideal project for us would be the
one that had good impact in the bank
and could be deployed within six
months. In my opinion, too many ML /
Al projects are killed by trying to aim for
the moon, rather than iterating towards
a solution and taking people on the
journey with you.
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We tend to run the projects in an
agile rather than waterfall
manner, and we determine the
success criteria up front. This
could be reducing false positives
in payment fraud, helping
vulnerable customers, looking to
identify internal fraud or
something along those lines.

Therefore, we try to identify the
success criteria up front. Here's an
example of a problem: Let’s say,
this is how the incumbent system
is currently dealing with it, and it's
currently got a false positive rate
of whatever.

We'd be looking to try and better
that, and try to keep it as simple as
we can. Because what you'll find is,
one project will have one set of
metrics whereas another project
will have a completely different
way of looking at the same sort of
problem.

So, for us, it's very much: Let's look
at it on each project on its
individual merits, and we're just
looking at it with an incumbent or
challenger status. The incumbent
is the way we've always done it, and
the machine learning environment
will be the challenger.
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Then, we identify a number of
metrics that say: “Okay, in order
for us to take this forward, it has
to be better”. But we often end
up saying: “Well, we probably
won’'t replace the incumbent
system. We'll probably just use
this to augment.”

As a result, the barriers to entry
become smaller because one can
then say: “Okay, if we're
augmenting our fraud system
rather than replacing it, then the
barriers to adoption are actually
much smaller. It's not going to be
the only line of defence - just an
additional one.”
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Yes, that's something we look at
before we've even started the
project. We make sure that before
we've started an experiment, we
have looked into these factors:

1- Route to production
2-  Scalability of projects

We research to make sure that
we've got a route to production
and if we decide that the project
is going to work, and then we
know for sure that we've actually
something that can be scaled.

There are an awful lot of projects
where you would look at them

and go: “Yes, wouldn't it be great to
get involved and use machine
learning for that particular
application?”

But when you actually look at the
complexity of getting it into the
hands of customers, you might say:
“‘No, the juice isn't worth the
squeeze’.

So, we would always use that as part
of the selection criteria before we've
even started the project to make sure
that we get to a stage where any of
the projects we're doing, hopefully,
will have a fairly easy route to
production. That's what we would
aim for.
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The biggest barrier is not the is going to be, what we tend to find

technology, generally, because the is that a lot of people are quite
technology is fairly well fearful of it and there’s a lot of

distrust in terms of what Al could
be doing. That simply comes down
to, you know, everybody’s seen a sci-
fi horror where the robots take
control and decide that humans are
parasites.

established and well worn. The
biggest challenge we see is the
hype that's around a lot of this
technology because people have
spent such a long time hyping Al
and machine learning, things like:
the robots are coming to take your
jobs, and 50% of the jobs that exist
now will not exist in the future and
other misconceptions.

You're not going to have that from a
system in banking, but the same
nervousness still exists. So,
whenever we talk about machine

learning, people start to get really
Because there’s been so much nervous. For example, they ask

hype in the mainstream media guestions about how they can

and the business press around control what the machines are
how revolutionary this technology learning.
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Every meeting I'm in with non-
technical people, they will always
have an anecdote or something
they've read where there was an
experiment that Google had to
shut down because the computer
started speaking in a language
that wasn’t English etc.

Therefore, the biggest barrier is
not technology, it's more cultural
and change orientated. We are
looking at traditional, well
established, well understood
systems and talking about
replacing them with this brand

new, cutting edge technology that

will just work it all out for you and

there will be absolutely no issues. It
will just sort it all for you. That's
where we find most people start to
get nervous, and that's where our
real barrier comes.

People become quite anxious about
things like: How are we going to
control it? How do we make sure
that this doesn’t go wrong? Where
are our cheques and balances? How
are we going to get this through the
regulator etc.?

From my point of view, the
regulators are up for this. The
technology is fairly well established.
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It's just appetite within the But for some reason when it actually
comes to machine learning and Al, it
seems to make people a little bit
more nervous. As a result, they can
be quite negative and worried about
what the future looks like.

organisations themselves to
relinquish the control and take out
some of the manual checks and
balances that give them comfort,
so that they can actually start to
replace them with automated
systems.

The irony is that if you're in certain
parts of financial services, whether
that's insurance pricing or some
credit decision engines or even
trading such as stock trading,
those are all done by automated
systems and people are relatively
comfortable with that.
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The biggest thing that we've been
doing in the bank to overcome
these barriers is that we are
demystifying the technology. We
break it down to give it context,
make it relevant and real. We try
and take people through it and let
them know that once they start this
process they're not relinquishing
control.

We tell them that there are all the
different ways of gaining control
and here are all the checks and
balances that can be put in place.
We also talk them through how we
can optimise everything and give
them the control that they are
craving.

Our aim is to demystify it by not
using buzzwords and keeping it very
relatable. So, we are doing the
opposite of what a lot of the
sensational articles are doing. We're
trying to really calm everyone’s
nerves to say: It's not really machine
learning, it's actually called pattern
recognition.

So we change the two phrases
around to help them understand the
process. Actually, most of the
machine learning that we've been
doing is pretty much pattern
recognition, and that sounds much
less scary for people.
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| think that the key is to go into it
with an open mind. The
technology is changing so fast that
it's about hedging your bets and
not nailing your colours to a
particular mast, and just making
sure that whatever you're building
is transportable and you've got an
exit plan and you know what can
happen.

A lot of the companies in this space

are very small and niche. They are
either open sourced or they've
been bought out. The road maps
are changing, companies are
pivoting.

So, it's all about making sure that
you've got an open mind as to
where the technology is going and
that you're comfortable that you
can change it as and when
required.

It's a view that says: | can’t see
what's more than six months in
front of me and I'm okay with that.
Whereas | think traditionally, when
you've been talking about big
legacy technology in financial
services, you've tended to look at a
five year or three year investment
plan.
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| think it's about saying: Well, we've
not got any big capital expenditure
in these platforms, it's generally
cost per use, so as a result I'm quite
comfortable that we don't know
what this road map looks like in six
months time, because worse case
scenario we can just move to
another vendor.

It's about being much more
comfortable and thinking that
because the technology is moving
so fast, you don't have to have that
line of sight. You just have to be
comfortable that whatever you're
doing by giving yourself options,
sort of like, a get out of jail card.
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My top three pieces of advice
would be:

1- Don’t believe the hype:

The first thing is not to believe the
hype. Don't think that you need to
do it if there isn't a clear use case
for you. There are lots of
companies who could benefit from
using some Al technologies, but
there are also lots of companies
who can’t. It's not going to be

universally applicable to everybody.

You should look at it very
pragmatically. First figure out what
problem you currently have. Then,
look into the technologies that can
solve that problem quite well.

2- Hire the right person:

Secondly, | would say don’t think
that you have to go and hire the
very best data scientist or the very
best machine learning expert out
there. What we tend to find is that,
especially for companies on a
journey, what you will probably
benefit more from is somebody
who has come from a similar
technology that you're currently
using and has branched out.

So, you're simply taking yourself
from the technology you're
currently using and moving a little
bit along the way.
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Some of the examples of projects
I've seen that haven’t worked are
when they've hired somebody who
has no experience of a company’s
technology.

If a company is using traditional
data warehousing and then
brought in somebody who knows a
different platform and expected
them to neatly integrate into the
organisation, it wouldn't be
possible.

It's all about fit, that is, making sure
that whoever you're looking to hire
fits within the organisation and can
take you on the journey.

The recently graduated millennials
are talking about neural networks
and some of the more fanciful
technology that Google is playing
with at the moment but most
companies who haven't started on
the Al journey are not going to be
using those technologies any time
soon.

So you need to really focus your
attention and make sure that
you've identified the right use case
and selected the right technology
for it.
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3- Don't be afraid to experiment:

Thirdly, don’t be afraid to
experiment. IT spend can be vast
and the bigger the IT spend the
more you need some kind of real,
tangible results. For example, at
the end of this spend, we are
aiming to achieve X, Y, Z results.

The benefit of this technology is
because a lot of it is pay per use
and a lot of it is open source, you
can get to the stage where you can
say: ‘I'm going to experiment with
this technology and I'm going to
spend £10,000.

And at the end of spending
£10,000 we can decide whether
we're going to go and spend
another £10,000."

And that's where I've seen the
biggest benefits, is when
companies go into it thinking: “I'll
spend a little bit of money; I'll see
where we get to.” Because you're
spending much less money, which
then means that the expectation
on results is much less. So you can
start to fail and properly
experiment and questions like
these: Has this got legs? Is this
something that we can develop?
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If you go out and speak to one
of the big consultancies and say
you want to spin up an Al
project, you're going to end up
with a six figure bill and, you
know, that then instantly means
that in order to get that
investment you've then got to
have that signed off and you
then need to make sure what is
this investment going to give
you.

| think, if you start really small,
then, you've got much more
chance of learning, developing

and deploying something useful.

Want to learn how to leverage
your data and implement Al
to drive business innovation,
improve efficiency and meet

customer expectations?

Join Martin and other industry
experts at the Advanced
Analytics and Al Summit: BFSI
2019 in London (UK) on 25 - 26
June.

DOWNLOAD THE
AGENDA
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