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ABSTRACT

The financial services industry is a highly dynamic sector where companies are always looking for ways to
minimize waste in the back office, reduce costs of operations and meet complex compliance and regulatory
guidelines. RESTRICTED This paper examines the effect of PEGA, a popular Business Process Management
(BPM) and Customer Relationship Management (CRM) platform, on automatization in financial services. It also
evaluates its advancement in compliance. For financial institutions PEGAs advanced capabilities provide the
perfect solution to not lose the battle for efficiency in their fight against outdated processes and remain compliant
with ever changing regulations. In Part 1 of a two-part series, we take a closer look at PEGA automation tools
with compliance features and their implications on financial service organizations.
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INTRODUCTION

The financial services industry has always been dynamic when it comes to leveraging new technologies to serve the
needs of the market and comply with regulatory mandates. For the past couple of decades, digital transformation
has exploded and automation has become a core component in the pursuit for operational efficiency. The change
has been fueled by the volume of data that financial institutions must now handle, the automation and streamlining
of processes, and advancing regulatory scrutinizes.

Companies such as PEGA, a BPM and CRM solutions provider, have been on this transformation journey. Here
The Complete Suite of Automation Tools That Will Be Bringing An End To Manual Processes, Bettering Customer
Interaction & Follow-up Along With Complying with Regulatory Norms In this paper, we explore the impact of
PEGA on the automation in a financial services sector with special reference to its significance to facilitate
regulatory compliance.

THE ROLE OF AUTOMATION IN FINANCIAL SERVICES
Automation is pertinent to the contemporary financial services framework. Manual processing is very inefficient
and error-prone with the huge number of transactions, customer interactions and regulatory demands. Financial
institutions, for example, could leverage automation to:
Increase Operational Efficiency:
It will help banks & financial institutions to save time and effort for their routine tasks like data entry which
requires manual inputs or transaction processing which is repetitive in nature and customer inquiries. This in turn
creates cost savings and a quicker service delivery.
Enhance Accuracy and Reduce Errors:
Although, automation is crucial here in order to reduce the chance of human errors and even a little one can cause a
massive financial and reputational loss when it comes to finance sector.
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Improve Customer Experience:

Today, customers want nothing but a seamless, immediate and accurate service from their financial services
providers. Automation helps institutions respond more quickly to customer inquiries and issues, error, faster error
resolution

Compliance:

Financial organizations have a high level of regulations that they need to comply with, e.g., Anti-money laundering
(AML) laws, Know your customer (KYC) requirements or data protection regulations. Automating these tasks
allows for this to be consistently met.

OVERVIEW OF PEGA’S AUTOMATION CAPABILITIES
The platform for PEGA is meant to allow businesses from all different verticals, but it has been marketed mostly
towards the financial services side. Some of the primary features that make PEGA drive process automation in
financial services are-
Case Management:
PEGA's case management capability enables financial institutions to automate complex, multiple-stakeholder,
multi-step processes. By doing this, you ensure that the work is completed on time and faster minimizing human
intervention.
Decisioning:
The PEGA system of decisioning engine takes the responsibility of an auto-driven environment and automates
decisions around considerations like approving loans, detecting frauds etc. Also, it quickens the decision-making
time as decisions are not just faster, but more consistent and verifiable due to them being based on live data.

Table 1: Adoption of Case Management Automation in Financial Institutions
Year Percentage of Institutions using Automation

2019 62%
2020 78%
2021 85%

Robotic Process Automation (RPA):

PEGA allows banks to automate repetitive tasks which are currently carried out manually. This is especially helpful
for tasks that involve interfacing with older systems (i.e., which are not easily consumable by the new systems).
Workflow Automation:

With PEGA, financial institutions have access to end-to-end process automation that ensures that tasks are moved
between stages in a timely fashion rather than languishing from stage to stage.

REGULATORY COMPLIANCE AND PEGA’S ROLE
Bank Regulatory Compliance is the most challenging part which the financial institutions deal with on every day
basis. As regulations change all the time, it is important that financial institutions can evolve and keep up to date
with such changes using effective systems. Financial services institutions can address regulatory requirements with
PEGA through various features such as:
KYC and AML Compliance:
The PEGA platform provides in-built tools that are available to enable KYC and AML processing within the
product itself. These services automate and anonymize the collection, validation, and tracking of customer
information to maintain compliance with regulatory obligations for financial institutions.
Audit Trails:
Transacting and processes audit trails generated in PEGA platform, helps financial institutions easily to prove
compliance during audits. Beside this, it also saves both the time as well as the effort to be involved during auditing
and reduces the possibility of not following compliance.
Regulatory Reporting:
Regulatory compliance is another aspect which PEGA addresses using its automation tools for generating needed
reports such as SARs and other compliance documentation. Automating the reporting process enables financial
institutions to make compliant and timely reports.
Adaptability to Regulatory Changes:
A key advantage of PEGA's platform is its capacity to meet regulation agnostic requirements. Built on a rule
architecture, PEGA allows financial institutions to quickly change their processes and flows in line with new
regulatory requirements.
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PEGA’S IMPACT ON FINANCIAL INSTITUTIONS
Here are some of today's use cases to make up a sense of the machine and regulatory request in financial services
impacted by PEGA automation;
Large Multinational Bank
Multinational Bank deals issue with managing KYC and AML Process: A leading multinational bank was
struggling to manage an in-time complication process of manual KYC and AML processes due to human errors.
PEGA enabled the company to automate these processes using case management and RPA, which led to a decrease
in time-to-market and improved AML compliance screening of new customers. This resulted in a 30% decrease in
compliance-related errors and reduced the new customer entry time by 25%.
Regional Credit Union
A localized credit union faced difficulties with manual loan processing that often resulted in slow loan approvals
and customer disgruntlement. Its credit union was able to automate most of its loan approval process by using
PEGA's decision-making and workflow automation tools, cutting its time-to-approve loans by 40%. In addition, the
credit union was better able to prevent loans from being approved illicitly as they did not comply with the
regulations
Global Investment Firm
The challenge global investment firm was finding it difficult to meet the increasing demands by regulatory bodies,
who were tightening their rules on regulatory reporting. Complying with requirements the firm implemented
reporting automation tools from PEGA that enabled them to streamline their regulatory reporting and cut the time
required for filing reports by 50%. This not only helped to enhance the firm compliance but also freed up funds that
were spent elsewhere on more strategic initiatives.

Table 2: Impact of PEGA Automation on Loan Processing Time (In Days)

Institution Before Pega After Pega
Multinational Bank 10 days 5 days
Regional Credit Union 15 days 8 days

Investment firm

CHALLENGES OF IMPLEMENTING PEGA IN FINANCIAL SERVICES
Here are some more reasons why financial services organizations tremble while implementing PEGA. A few of the
main challenges are:
Integration with Legacy Systems:
A number of financial services companies are still built on old systems that do not integrate well with newer
platforms like PEGA. The challenge arises when trying to automate a process across multiple systems.
Customization and Configuration:
Although PEGA is a very configurable platform and can be adjusted to cater to the requirements of a financial
institution, getting that right requires hands on time which can involve significant complexity. This frequently
demands substantial IT and business stakeholder input.
Cost of Implementation:
Using PEGA also costs a lot in adoption especially for smaller financial institutions. That said, the cost savings
often accrue in the long term — as benefits of automation and improved compliance tend to cancel out initial costs.
Change Management:
Financial institutions need to provide proper training to employees for the new platform along with making them
aware of automation benefits.

FUTURE TRENDS AND THE ROLE OF PEGA IN FINANCIAL SERVICES
In an evolving financial services industry, PEGA is a tool that will become more and more of a critical necessity in
keeping users sane with the plethora of deadlines for compliance coming around from all over. Here are some of the
key takeaways | see as critical to how financial services will use PEGA in the future:
Increased Use of Decisioning and Machine Learning
Until now, PEGA has been using Machine learning to automate decision-making capabilities but in the near future
this is about to quench. Automation has proven to be a valuable tool for financial institutions in areas such as fraud
detection, risk management and will streamline the process of making well-informed decisions in some cases
helping save lives.
Expansion of Regulatory Requirements
With further regulatory changes on the horizon, financial institutions will need to utilize suitably flexible platforms
like PEGA to guarantee ongoing compliance. Financial institutions will need PEGA’s flexibility to guide them
through these instances.
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Focus on Customer Experience:
Consumer preferences for faster, more personalized service will push financial institutions to offer completely
seamless omni-channel experiences by using automation and tools from PEGA.

CONCLUSION

The role of PEGA within financial services in terms of automation and regulatory compliance is huge so we will get
to learn much more here as well. PEGA platform helps financial institutions to implement the best end-to-end
solution in streamlining processes, reducing errors and ensures compliance with complex regulations hence a
powerful tool for survival in the current climate of finance. As automation evolves and regulatory requirements
tighten, systems such as PEGA will continue to play a significant role in assisting financial institutions remains
ahead of the curve.

This assessment of PEGA in financial services reveals the role it plays and summarizes that despite some
roadblocks, benefits of automating and compliance are stronger. In the future, those financial institutions who make
the decision to adopt PEGA's open banking platform will have a head start on their competitors in this new digital
era of banking.
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