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Key highlights
Sentiment picks up considerably, driven by increased volumes of business; 
Financial services firms adopting a “wait-and-see” attitude towards blockchain related technology

In this edition of the Financial Services Survey, additional 
focus was given to respondents’ views and attitudes 
towards blockchain, cryptocurrencies, ICOs and smart 
contracts – technologies and concepts that continue to 
gain traction in the financial services sector in Malta. 
Responses were collected between February and April 
2018, before legislation regarding blockchain was passed 
through parliament. 

In the first part of the survey, participants were asked 
to gauge their levels of optimism, economic activity 
and profitability. Overall, the vast majority (62%) 
of respondents (comprising Banking, Insurance and 
Investment Service Providers (ISP)) are neither more 
nor less optimistic about the overall business situation in 
their respective sectors – with the net balance marginally 
more rather than less optimistic, at 3%, mainly driven 
by the Insurance sector. This represents a significant 
improvement over the previous survey, where the net 
balance of industry-wide sentiment was reported at -20% 
(mainly driven by the ISP sector).

Industry-wide sentiment
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The improvement in optimism is supported by an overall increase in expected volumes of business (an indicator of economic activity) for the 
next six months, with a net balance of 38% of respondents expecting volume of business to increase. This represents an uptick over last year, 
driven by the Insurance and ISP sectors. In the past six months, the balance of respondents reporting increased economic activity has remained 
more or less stable, at 34%, compared with 40% last year.    

Industry-wide volume of business in the past six monthsIndustry-wide outlook of volume of business
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Meanwhile, a net balance of 17% of participants overall reported an increase in profitability during the past six months, largely driven by the 
Insurance sector. Going forward, expectations are that profitability will remain more or less in line with last year, as respondents continue to 
report increasing costs, thus off-setting the expected increase in economic activity. 

Regulatory compliance emerges as the most commonly-cited challenge to growth, while respondents identified acquiring new customers as the 
most important element in driving growth, ahead of customer retention, new products or international expansion. None of the respondents 
highlighted mergers and acquisitions (M&A) as the most important element to their company’s growth strategy.

With regards to participants’ perception of Malta’s competitiveness as a financial services centre, the trend has continued downwards, with a 
net balance of -38% indicating that Malta’s competitiveness decreased, following on from the -28% reading in the previous survey. 

Industry-wide profitability in the past six months Industry-wide profitability in the coming six months
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Overall view on the emergence of Blockchain 
Technology

Overall view on ‘Smart Contracts’

In the second part of the survey, participants were asked their views on blockchain, cryptocurrencies, ICOs and smart contracts. 

While 48% of respondents were neutral towards blockchain technology, 34% of respondents already view blockchain as an opportunity, with the 
remaining 17% highlighting its risks. Similarly, in the case of smart contracts, 38% indicated that it is a secure way to set up an agreement, compared 
with 10% who view it as a risky, and 52% who feel that it is a concept which is unlikely to gain traction in the local market. Meanwhile, participants in 
the banking sector view cryptocurrencies as more of a risk rather than an opportunity. 
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Banking
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Sentiment, economic activity and profitability remain 
positive but decline somewhat against last year

Traditionally the more upbeat sector, respondents from the
Banking industry are reporting decreased levels of optimism 
compared to last year. 

Volume of business also appears to have declined, with a net 
balance of 30% indicating that it has increased, down from 
88% last year. Similarly, the outlook for the next six months 
has also turned less optimistic, as a net balance of 30% of 
respondents expect activity to increase, compared to 63% 
last year.

Banking Sentiment

Banking volume of business in the past six months

Banking outlook for the volume of business
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Similar to volume of business, the balance of respondents 
indicating increased profitability has declined from last year, 
but still remains positive at 10%. The outlook going forward 
is similar. 

Income

A net balance of 10% of Banking respondents report an 
increase in net interest income, but the outlook is less 
positive as -10% expect this to continue to increase over the 
next six months. On the other hand, expectations for non-
interest income are more upbeat, with 30% anticipating an 
increase. 

Charges, costs and profitability

More respondents are expecting spreads to decline rather 
than increase over the next 6 months, while a net balance 
of 30% are expecting the commissions they charge to 
increase, more or less in line with last year’s exercise. As in 
past surveys, the overwhelming majority of respondents are 
reporting increased costs, and expect costs to continue to 
increase going forward. 

Banking profitability in the past six months
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A net balance of -10% report an increase in the value of 
non-performing loans, representing an improvement on 
last year, when 38% expected an increase. Going forward, 
a net balance of 0% expect an increase, again better than 
the 13% last year which expected an increase in the value 
of non-performing loans. 

A net balance of 10% of respondents reported increased 
profitability compared to 63% in the previous survey. 
The outlook for the next six months is also muted at 10%, 
compared to 25% last year. 

Employment and training

Little has changed from the past survey with respect to 
employment and staff costs as a proportion of total costs. 
As in previous surveys, respondents in the Banking sector 
report increasing employment over the past six months 
and expect to continue to take on more workers over the 
coming six months.

However, contrary to previous surveys, respondents are 
also expecting an increase in employee turnover over the 
next six months, with a balance of 30% expecting this to 
increase, as opposed to -25% last year. 

Banking profitability in the coming six months
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While still generally positive, the fact that the share of those 
expecting to spend more has decreased somewhat also 
mirrors the overall sentiment amongst respondents in the 
Banking industry, that is, positive overall but more muted 
than in previous rounds. 

Business prospects

In each survey round, respondents are asked what factors 
are most likely to limit their ability to increase their level 
of business over the coming twelve months. Traditionally, 
statutory legislation and the availability of staff are 
highlighted as the main factors. This time round, legislation 
remains the most common factor, joint with the level of 
demand. This would imply that the number of respondents 
who feel that demand for Banking services in Malta may 
be reaching a saturation point has increased from previous 
surveys. This is consistent with the less optimistic outlook on 
volume of business reported in this round of the survey. 

Staff turnover is the third greatest concern, corroborating the 
increase in expectations of staff turnover over the coming six 
months highlighted earlier on. The availability of professional 
staff is less of a concern this time round. 

The majority of respondents in the Banking sector (58%) see 
competition coming from their own sector, while only 17% 
see competition coming from other sectors in the financial 
services industry.

Growth

Banking respondents have continuously highlighted the 
acquisition of new customers as being the most important 
element to their respective company’s growth strategy. 

However, in this survey, the number of respondents who 
identified retaining existing customers was equal to the 
number highlighting the acquisition of new customers as 
the most important element. The launching of new products 
and increasing international market share was less popular. 

No respondents identified engaging in M&A transactions as 
being the most important element to growth. 
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Insurance
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Sentiment, business activity and profitability all 
register increases on last year

Compared to the last survey, Insurance respondents are more 
optimistic about the overall business situation in the sector, 
with a net balance of 11% being optimistic, compared to 
-29% last year. This year’s reading is more or less in-line with 
the first and second surveys done in June 2016 and January 
2017. 

Insurance respondents also reported an increase in the 
volume of business, and expect economic activity to continue 
to increase over the next six months also. 

Insurance sentiment

Insurance outlook for the volume of business

Insurance volume of business in the past six months
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Meanwhile, contrary to the first two surveys, Insurance respondents are reporting increasing levels of profitability, even improving on 
the positive balances in last year’s survey. The combination of increasing profitability, volume of business and general optimism make for 
encouraging signs for the Insurance industry. 

Insurance profitability in the past six months Insurance profitability in the coming six months
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Income

The increased profitability is being driven by premium 
income, with almost all respondents reporting increases, while 
investment income is largely reported to have decreased, 
reflecting a general decline in yields in the wider economy. 
Going forward, Insurance respondents largely expect 
investment income to remain flat. 

Charges, costs and profitability

Another contributor to growing profitability is increasing 
commissions and fees charged. On the other hand, the increase 
in profitability was partly dampened by reported increasing 
costs. Respondents continue to report increasing costs, largely 
unchanged from the previous three surveys. 

Employment and training

On balance, 33% of respondents reported an increase in the 
numbers employed, and 44% are expecting increases going 
forward, similar to the Banking sector and investment service 
providers. This corroborates the expected increase in volume 
of business. 

Staff costs as a proportion of total costs are also expected to 
increase, with a net balance of 78% reporting so, more or less 
in line with past surveys. Indeed, staff costs are highlighted 
throughout the survey as a major issue, with a tightening 
labour market and Insurance employers chasing the same 
skills. 

Capital expenditure 

In line with increasing expectations regarding business 
activity, capital expenditure is expected to increase going 
forward, with a net balance of 67% expecting to spend more 
on IT-related capex. 

Business prospects

When asked what factors are likely to limit the ability to 
increase level of business, the foremost factor identified 
was the adequacy of systems capacity. Interestingly, in 
previous surveys, this was never highlighted as the most 
important factor. The increase in cyber security requirements, 
digitalization and clients’ increasing preference for doing 
business online, may all have contributed to bringing 
respondents’ attention to the adequacy of their systems 
capacity. 

It is no secret that the local Insurance market is very 
competitive. In the past three surveys, competition ranked as 
the foremost factor likely to limit the ability to increase level 
of business. It remains significant this time round, ranking 
second. 

When asked where they see their competition coming 
from over the next twelve months, Insurance respondents 
overwhelmingly indicate that it will come from their own 
sector, as opposed to coming from other sectors of the financial 
services industry or from new entrants.

Growth

Unlike Banking, the majority of Insurance sector respondents 
feel that acquiring new customers is the most important 
element for growth, ahead of retaining existing customers. 

Meanwhile, the launching of new products and the 
engagement in M&A transactions is not identified as a way of 
growing the business, similar to Banking sector respondents’ 
views.  
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Investment 
Service Providers
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Sentiment is up from a negative balance while economic 
activity continues to increase, however the outlook on 
profitability remains negative on balance

Out of the three sectors, Investment Service Providers 
(ISP) respondents to the survey have tended to be the 
least optimistic about their overall business situation in 
their sector. However in this survey, the same number of 
respondents are optimistic as those being pessimistic about 
the overall business situation, similar to the response from 
the banking sector, and slightly below that of insurance. 
This survey’s reading of 0% represents an amelioration in 
sentiment compared to last year’s survey, when a balance of 
-50% claimed to be optimistic. 

The upswing in optimism is also reflected in an increased 
outlook for economic activity, as a net balance of 40% of ISP 
respondents expect volume of business to increase over the 
next six months. Volume of business over the past six months 
is also reported to have increased, compared to flat readings 
in the past two surveys. 

ISP sentiment

ISP outlook for the volume of business

ISP volume of business in the past six months
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The increase in employment over the past six months is 
both a result of increased business and increased employee 
turnover, with a net balance of 40% reporting increased 
turnover. Going forward, ISP respondents are expecting 
employee turnover to decline overall.

Capex

Similar to the other industries, a net balance of 40% of 
ISP respondents are expecting to authorize more capital 
expenditure on IT over the coming year. On the other hand, 
the balance of respondents expecting to spend more on non-
IT related capex is negative.

Income, costs and profitability

On balance, ISP respondents have reported decreases 
in profitability in the past two surveys. This trend has 
continued, however, the balance has moved to -10%, 
representing a slight upturn. 

ISP respondents reported an overall decrease in income, 
with a net balance of -10% indicating an increase in 
income over the past six months, and a net balance of 0% 
expecting an increase in income going forward. 

Meanwhile, as in Banking and Insurance, total operating 
costs continue to increase, contributing to the negative 
balance reported in profitability. 

Employment and training

Similar to the other industries, ISP respondents are 
reporting increased numbers of people employed, and 
continue to expect an increase in employment going 
forward. 

ISP profitability in the past six months

ISP profitability in the coming six months
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Growth

Similar to the Insurance industry, acquiring new customers 
is identified as the most important strategy for growth, 
followed by the retention of existing customers. As in the 
other sectors, the launching of new products and M&A 
transactions are not identified as strategies for growth. 

Business Prospects

When asked what factors are likely to strengthen the 
ability to increase business, 60% of respondents identified 
increased international promotion as the most helpful. 

One may note that none of the respondents felt that 
opportunities arising as a result of Brexit-led developments 
would help increase business. 

Similar to banks, ISP respondents identified the level of 
demand as being the factor most likely to limit the ability 
to increase business over the next twelve months. Again, 
as with banks, this may be implying that a number of ISP 
respondents feel that the market may be saturated. The level 
of demand ranked as the second factor limiting growth in 
the January 2017 survey.  The ability to raise funds was also 
identified as a limiting factor, similar to previous surveys. 
Unsurprisingly, raising funds does not appear to be an issue 
in the Banking and Insurance sectors. 

As in the Banking and Insurance sectors, ISP respondents 
see competition arising from within their own sector, as 
opposed to from other sectors of the financial services 
industry or from new entrants. 
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Malta’s competitiveness 
as a financial services centre 
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As in the previous three surveys, respondents were asked to gauge 
Malta’s competitiveness as a financial services centre over the 
past six months

Gauging Malta’s competitiveness differs from the overall sentiment 
registered within the financial services sector. Here respondents are 
gauging how Malta as a whole is faring compared to other global 
financial centres. As a result, it is possible to have a positive industry 
sentiment, yet a negative view of Malta’s competitiveness. 

In fact, such is the case in the Insurance industry. Despite a positive 
outlook and positive growth, a negative balance of 11% of Insurance 
respondents felt that Malta’s competitiveness has declined in the past six 
months. This implies a change in direction on previous surveys, when 
the majority of Insurance sector respondents indicated that the island’s 
competitiveness was increasing. 

One factor behind this highlighted by the respondents could be the 
increase in regulatory requirements, and the associated difficulty in 
finding qualified personnel to fill these new competences that are 
required in compliance and risk.

In the Banking sector, respondents continue to report decreasing 
competiveness, in line with the overall trend in the industry. In the case 
of ISP respondents, a balance of negative 50% reported that Malta’s 
competitiveness has declined, slightly improved from last year when the 
balance was negative 60%.

Overall, an industry-wide index of a negative balance of 38% was 
reported, down further from -28% in the previous survey. Reasons for 
this highlighted by respondents across the industry include regulatory 
obligations, a shortage of relevant, highly-skilled human resources 
to meet increasing regulatory requirements and threats to Malta’s 
comparative fiscal advantages.

When asked about what initiatives are needed to help strengthen Malta’s 
competiveness as a financial services centre, respondents indicated that 
national initiatives to address human resource constraints would be the 
most helpful, followed by increased international promotion.  

Malta’s competitiveness as a financial services centre

Respondents’ perspective on Malta’s 
competitiveness versus their own individually 
reported sentiment

• Banking – respondents report declining sentiment 
on a micro level and also report a decrease in their 
perception of Malta’s competitiveness;

• Insurance – while sentiment on an individual-
firm basis bounces back into positive territory, 
respondents’ perception of Malta’s competitiveness 
as a whole declines;

• ISP – sentiment indicator turns positive, and 
overall view of Malta’s competitiveness edges up 
slightly, while remaining in negative territory.
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Blockchain, cryptocurrencies 
& smart contracts
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 Attitudes towards blockchain, cryptocurrencies 
and smart contracts in the financial services sector

In this edition of the Financial Services Survey, 
participants were asked their views on the emergence 
of blockchain technology, cryptocurrencies and smart 
contracts. 

Blockchain

Over the three sectors, 48% of respondents said that 
blockchain technology was neither an opportunity 
nor a threat, implying that many respondents may still 
be undecided about the issue. A significant portion – 
34% - felt that blockchain provides an opportunity for 
their respective firm to take the technological lead. By 
comparison, 10% feel that it is a risk to global financial 
security, and just 7% identified blockchain as being a risk 
to their respective business model (all being from the 
Banking sector).

When analyzing the numbers by sector, it appears that respondents from the Insurance sector are the most receptive to blockchain technology, 
with the highest proportion of respondents indicating that it provides an opportunity. On the other hand, it was the banks which were most 
likely to describe it as a risk. The ISP respondents appeared to be the most neutral, with the majority indicating that blockchain is neither a 
threat nor an opportunity. 

Smart Contracts

Asked about smart contracts, 38% were of the view that they are a secure way for two parties to set up an agreement, compared with 10% who 
feel that smart contracts were a risk to financial security. Meanwhile, 52% of respondents indicated that they do not think the concept would 
gain traction in the local economy. These views are generally broad-based across all three sectors. 

Overall view on the emergence of Blockchain 
Technology
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Respondents from the Insurance sector were asked if they 
agreed with the idea that the emergence of cryptocurrencies 
would increase the demand for cyber-Insurance. The 
overwhelming majority (88%) disagreed, with half indicating 
that the link between the two was too weak, and the other 
half indicating that cryptocurrencies would not gain sufficient 
traction to fuel such demand. 

Initial Coin Offerings

ISP respondents were asked their view on the potential for 
initial coin offerings (ICOs) in Malta. 30% feel that it is likely 
that some form of ICO will take place in Malta in the near future 
and a further 10% indicated that it is only a matter time until an 
ICO takes place. On the other hand 50% indicated that the local 
market is a long way away from seeing the introduction of ICOs. 
The remaining 10% feel it is possible but unlikely. 

Cryptocurrencies

Banking sector respondents were asked their views on 
cryptocurrencies in general. The majority (50%) described 
cryptocurrencies as a risk to global financial security due to the 
lack of a centralized monetary system, while 30% were neutral 
and only 10% viewed cryptocurrencies as an opportunity. A 
further 10% feel that cryptocurrencies are a threat to traditional 
Banking revenue. 

Overall view on ‘Smart Contracts’

Banking view on Cryptocurrency

ISP view on the potential for ICOs in the
 Local Market
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