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For more than a decade, digital disruption has been 
a constant. And there is no sign of any let up, as open 
banking continues to pile on the competitive pressure  
and the cycle of innovation spins ever faster, forcing banks 
to rethink every aspect of their operations in order to 
keep pace. 

The good news from MoneyLIVE’s third Future of 
Retail Banking Report is that many banks are proving 
themselves more than capable of rising to this  
challenge. Whether it’s embracing new more agile 
operating models or leveraging Artificial Intelligence  
(AI), banks are starting to close the innovation head  
start of new entrants. Indeed, our findings suggest 
incumbent banks could even edge ahead by playing  
to their strengths, whether that’s being an established 
and trusted financial brand or supercharging economies 
of scale through intelligent automation.

Technology will be key to delivering this innovation 
agenda but so too will the human capital of incumbent 
banks, whether it’s keeping up close and personal 
with customers or leveraging technology to develop 
customer-centric platform solutions that are intuitive, 
empathetic and personal. With Millennials and the even 
more tech-savvy Generation Z moving into the economic 
driving seat in the coming decade, there are huge 
opportunities for those that get this right.

Our survey suggests banks have never been better placed 
to realise these opportunities and those that act now 
should look to the future with confidence. Those that 
delay, however, will increasingly be marginalised by the 
brutal efficiencies of the digital economy.

Juliet Knight 
Director, MoneyLIVE
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But the human side of banking remains, and in our 
embrace of technology we must not forget this key  
aspect.  I am concerned, therefore, by the finding in this 
report that some banks are forging ahead with AI-driven  
innovation without due consideration to oversight and 
governance of their outcomes.  As the global body for 
banking professionals, therefore, we will be educating 
current and future generations of bankers at all levels  
to help them develop their knowledge and expertise  
of both professional banking and technology, so that  
they can deploy technology that genuinely operates—
and can be seen to operate—in customers’ best interests.  
In essence, we want to ensure that the sector avoids bias 
and other ethical issues that can creep into technology, 
and reconciles the advancement of technology with the 
restoration of trust.

Trust, after all, is the ultimate foundation on which 
banking is built.  Banks have made great strides in 
rebuilding confidence and trust over the past decade. 
We must use the opportunities afforded by technology 
to position banking as a trusted custodian and guardian 
of data and finance—or we may find that a revolution 
sweeps banks and bankers away.  

As this thought-provoking MoneyLIVE report shows,  
open banking to date has been more of an evolution 
than a revolution, with customers and banks still 
adjusting to the new landscape. Most respondents 
agreed that at least one of Facebook, Apple, Google and 
Amazon would enter the personal financial management 
sector, providing strong competition to incumbent 
institutions. Customers, however, still trust their main 
banking provider to manage their finance and their 
personal data—at least for now.  

History teaches us that, if we take a longer-term 
perspective, it is evolution that drives and shapes change  
and innovation, much more than revolution.  It is not 
only the large technology companies that will drive  
and shape the future of banking, however.  Significantly, 
banks themselves will evolve—leveraging big data and 
advanced analytics to play an increasing role in helping 
customers manage their lives in general, not just their 
finances. This is already starting to happen.  

As we enter a new decade, and a new era for banking,  
it is important to not lose sight of the fact that banking is 
still about money, and about individuals—our customers 
and our colleagues.  Certainly, money and customers  
are now often represented as collections of data points, 
enabling detailed, ever-more granular analysis.  
Data gives institutions greater insight and the ability 
to provide greater value to customers; supported by 
technology that can help deliver better products and 
services to customers, and do so more efficiently.  

Simon Thompson FCBI
Chief Executive, Chartered Banker Institute 
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Methodology

This report is based on quantitative survey research 
undertaken by MoneyLIVE in December 2019 among over 
200 senior banking executives from around the world. 

Post 1990 but before 2015

Before 1990

Europe (excluding UK)

UK

Since the start of 2015

Rest of world

When did respondents receive 
their banking licences?

Where are respondents based?

9%

23%

21%

26%

70%

51%
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Unpacking the 
potential of open 

banking

Ahead of the EU’s Second Payment Services Directive 
(PSD2), media headlines hailed the coming banking 

revolution. Two years on and the talk instead is of the 
revolution that never was. Neither position is accurate.
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Open banking was never going to be a revolution.  
The regulations are certainly going to force seismic  
change on the industry but these changes will be  
slow and incremental as banks, third-party providers  
and customers learn and adapt as they go. 

So it’s more evolution than revolution, with customers in 
particular taking time to adjust to the new landscape. 
Research undertaken 12 months after PSD2 hit found 
that just 22 per cent of people had heard of open banking 
and, of those who had heard of it, just one in five knew 
what it meant1. Even when the concept is explained, 
many consumers are wary of a service that would  
involve sharing their financial data with companies  
other than their main bank or see little benefit to be 
gained from using open banking2. 

Confidence quietly 
building 
Banks, however, clearly believe the public’s ambivalence 
will be overcome once consumers grow comfortable with 
the improved convenience and control that will come 
from the smarter digital solutions that arise as a result 
of open banking. The industry’s confidence may well be 
justified: after all, contactless payments were launched 
in the UK in 2007 but it is only in the last three years that 
the payment solution has gone mainstream, with more 
than two-thirds of adults now choosing to tap to pay3. 

As new open banking-enabled functionality is rolled out, 
with banks and other providers offering smart tools that 
give consumers better oversight and more control of 
their finances—from insurance to investment, renting to 
remittances—it’s expected that open banking will start  
to go mainstream. Consumers may not recognise the 
term “open banking” but they will come to appreciate 
the ability to set up smart budgeting tools that help  
them save or auto-switch insurance policies to get  
a better deal.

Payment Initiation could also rapidly gain traction as 
consumers are won round by cheaper, faster and more 
secure payments, a winning combination for online 
shoppers torn between security and convenience.  
43 per cent of UK shoppers think that “speed and ease  
of payment” is the most important factor when paying 
for something online, and 27 per cent would abandon 
a purchase if a retailer they hadn’t shopped with before 

offered a secure, but inconvenient, buying experience. 
Payments giants are already rolling out API-enabled 
payment solutions that hit this sweet spot between 
speed and security. Mastercard and American Express, 
for example, have already developed pay-by-bank-apps 
to deliver seamless and secure payment journeys  
for customers. 

Only time will tell how quickly the public will embrace 
these opportunities. Given the huge sums invested in 
developing open banking4, banks have real skin in the 
game and need to see this investment pay off. The slow  
burn of the last two years has certainly not dented 
confidence. When we surveyed the industry on its  
open banking investment in 2018, just over half (57 per 
cent) expected to see a positive impact on profitability5;  
two years on and confidence is much higher, with almost 
four out of five (79 per cent) backing open banking to 
deliver a return over the next five years. 

79% believe open banking will have a mainly 
positive effect on the profitability of the sector 
over the next five years

79%

21%

1 Splendid Unlimited 
2 https://yougov.co.uk/topics/finance/articles-reports/2018/08/01/three-quarters-britons-havent-heard-open-banking
3 https://www.ukfinance.org.uk/press/press-releases/convenience-debit-card-payments-puts-cash-second-place 
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Beyond compliance
Indeed, so strong is this belief that many banks are 
planning to go beyond the parameters required for 
regulatory compliance. They are not just opening up 
their account and transaction data to licensed start-
ups but they are also seeking to build multi-party 
digital ecosystems so their customers can tap the most 
innovative and best digital solutions. According to 

our survey, 63 per cent of banks have already stepped 
beyond regulatory requirements to proactively develop 
an API (Application Programming Interface) that enables 
their products and services to be offered via others’ 
platforms, and a further 24 per cent plan to do so.  
Over half (54 per cent) have an API that allows other 
firms to sell their products and services to the bank’s 
customers, and 21 per cent are at the planning stage. 

Extent to which banks have developed commercial, non-mandatory APIs

Extensively across  
the organisation 

To a significant extent  
in certain areas

In pilots only

APIs that enable financial 
products to be sold proactively 
via other’s platforms

APIs that enable other firms to 
sell their products and services 
to the organisation

At the planning stage 

4 Britain’s biggest lenders have poured £81.1m into the Open Banking Implementation Entity, the body charged with building the standards and    
   infrastructure to deliver the scheme. This is just a fraction of the total amount spent by the banks on readying their systems for Open Banking.    
   https://www.fnlondon.com/articles/the-cost-of-open-banking-81m-and-counting-20190530
5 The Future of Retail Banking Report 2018, MarketforceLive 

API access: to charge  
or not to charge?
Open banking is not without its risks to  banks.  
By exposing customers to the digitally-savvy smart 
solutions of third-party providers, banks could lose 
control of the customer interface and with it the 
potentially lucrative cross-selling opportunities  
that underpin existing revenue models. 

The good news is that banks believe third parties will be 
willing to pay for access to some of the APIs that facilitate 
open banking. APIs act as digital glue of our online world, 
enabling organisations to efficiently exchange data 
between departments and across a wider ecosystem, 
transforming operations, accelerating innovation and 
increasing customer acquisition. 

No plans at present

8% 32% 23% 24% 13%

6% 24% 24% 21% 25%
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Tech success stories have been built from scratch using 
APIs. Uber, for example, grew from a standing start to  
a US$70 billion cap company by combining multiple  
API services used by other companies, from route 
calculation by MapKit and Google Maps to Braintree’s 
payment services and real-time text messages by Twilio.
  
Uber now has its own API, which is integrated into the 
offering of other companies: passengers using United 
Airlines, for example, can use the carrier’s app to see 
which vehicles are available at their destination,  
how long they will have to wait to be picked up and  
how much their journey will cost. It’s a mutually 
beneficial relationship: United Airlines gets to simplify  
its passengers’ door-to-door travel experience while  
Uber picks up more business. 

Challenger banks learnt from the tech front-runners. 
Unencumbered by legacy systems, the likes of Starling  
Bank and Monzo were able to design API-led architectures 

Which access models will become dominant around 
banks’ commercial (i.e. non-mandatory) APIs?

that were agile, collaborative and scaleable from the start. 
Incumbents were slower to adopt APIs but open banking 
has forced their hand, with APIs now the mandated 
technology to share permissioned customer data. 

Two years on, the industry is now wrestling with how 
to generate a return from the technology. According to 
our research, almost half (46 per cent) think the most 
common model will be to provide free access to their 
bank’s API on the basis that customer experience will 
benefit and this will ultimately be good for the bottom 
line. This is up from 2018, when our survey found that 
just one in four (26 per cent) planned to give free access. 
It suggests an increasing number of banks believe the 
positive impact APIs have on the customer experience 
will deliver a greater ROI over the longer term than any 
short-term uplift in revenues from charging. 

46%
Free and equal 

access with a view to 
enhancing customer 

experience

37%
Exclusive access for 

partners

17%
Charging for access 
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Where APIs are charged for, which 
charging model will predominate? 

By when do banks expect to achieve a 
positive return from charging for APIs?

91% expect to achieve a positive  
return on investment from charging  
for APIs, on average within two years

28%

39%

33%

Even so, a sizeable proportion our surveyed banks plan 
to charge for API access, with the most popular strategy 
being to charge on a per transaction basis (cited by 39 
per cent of respondents).

Those going down this route have no doubt it will deliver 
returns over the short to medium term: nine out of ten 
(91 per cent) expect to achieve a positive return on 
investment from charging for APIs, on average within  
two years. Given that some FinTechs with innovative 
direct-to-the-consumer offers, such as Trov and Bud,  

have recently pivoted to become software solutions 
providers, it would appear there’s a ready market for  
the right APIs that can enable and accelerate open 
banking-led innovation. Incumbent banks, with their  
vast treasury of customer and transaction data, are likely 
to find their APIs in high demand. Making the most of  
this opportunity, however, will require banks to rethink 
many aspects of their operations.

Building an  
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6%
18%

44%

80%
90%
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API business
Whether banks plan to charge or offer free access,  
it is essential that their API development is considered, 
measured and managed. An ad hoc, fragmented approach, 
that lacks vision and leadership, risks spiralling IT costs,  
unclear data ownership, data protection issues and a 
failure to address business needs. Whether it’s reaching 
out to developer communities or understanding usage,  
banks need to have clear oversight of their API programmes. 

Our research shows that early adopters have learnt from 
tech leaders and have already built the technological 
infrastructure to manage their APIs:

• 24 per cent already have a portal that provides 
information on their available APIs 

• 24 per cent have an API gateway to handle  
usage requests 

• 22 per cent have reporting and analytics 
functionality to monitor API usage

The rest of the market is now playing catch-up, with the 
average time to build this infrastructure put at just 12 
months and near total adoption within five years.

While just 13 per cent of our respondents have put  
in place the IT functionality to support charging for 
access to commercial APIs, this too is expected to  
change rapidly over the coming 12 months.

Banking in the API economy: when will banks  
put the infrastructure in place?

Functionallity to charge for 
commercial APIs

Portal providing information on 
available APIs

Gateway to handle usage requests

Reporting and analytics to monitor 
API usage 

Already have 2021 2022 2025
0
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40

60

80

100
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24%

46%

71%

91%

Towards the  
platform bank 
Open banking puts the power in the hands of consumers, 
giving them greater control over their personal data so 
they can tap into smart tools that allow them to make 
better financial decisions. Customers will be able to 
cherry-pick products from best-in-class digital providers 
and manage these multiple accounts through a single 
platform. This represents a significant shift in the balance 
of power: whereas once the customer’s main bank sat 
atop the banking food chain, from now on that power 
will reside with whichever provider manages that 
customer interface.  

It is hardly surprising incumbents are scrambling to 
become the financial management platform of choice. 
And there’s everything to play for: not just retaining 

By when do banks expect to have established platforms 
through which customers can manage all of their accounts 
across different providers in one place?

6 https://www.finextra.com/newsarticle/33194/open-banking-year-one-insights-from-the-cma9-and-more  

the existing customer base but, for fast-movers with 
compelling platform offers, the opportunity to capture 
digital defectors from rivals. 

This race is already underway: a quarter (24 per cent) 
of our respondents have already established platforms 
through which customers can manage all their accounts 
in one place and seven out of ten expect to have such a 
platform within two years. It’s not just challengers that 
are chasing down this opportunity: in September 2018, 
Barclays enabled customers to add current accounts from 
other banks into its existing mobile banking application, 
and by January 2019 it was reported that over six million 
users were already using the service to manage their day-
to-day finances6.

24% have already established platforms 
through which customers can manage 
all their accounts in one place

13



There are no guarantees, however, that banks will 
dominate the banking platform space. The API-led 
architecture that underpins open banking is one that Big 
Tech has successfully leveraged to disrupt and dominate 
multiple industries—and there’s little doubt that banking 
is now in its sights. It’s a threat clearly recognised by our 
respondents with 93 per cent in agreement that it is a 
“racing certainty” that at least one of GAFA (Google, Apply, 
Facebook and Amazon) will compete with banks in the 
personal financial management (PFM) space and 83 per 
cent expecting this to happen within the next 24 months.

This is a threat to be taken seriously. One survey found 
nearly a third of UK consumers would choose Amazon, 
Google, Facebook or Apple for banking services,  
and that rises to almost half of those aged 18 to 347.  

By when do banks expect one of GAFA to offer a PFM platform?

Another revealed that 65 per cent of Amazon Prime 
customers would sign up for a bank account with 
Amazon, along with 43 per cent of non-Prime customers 
and 37 per cent of non-Amazon customers8. As we noted 
last year, from Amazon to Uber, the story of digital 
disruption has not ended well for those incumbents 
unable to match the unbeatable convenience and 
compelling cost savings of the newcomers.

Yet banks are not defenceless. Many customers  
still trust their main banking provider when it comes  
to handling their finances and their personal data:  
research suggests that, of those customers interested  
in new open banking services, an overwhelming  
majority (88 per cent) would prefer that provider  
to be their main bank9. This presents a clear window 
of opportunity for incumbents to leverage their trust 
advantage to build a one-stop financial management 
platform through which customers manage all aspects  
of their financial life, and which they may increasingly 
find they can’t live without. With the open banking 
evolutionary shift already underway, the time to  
act is now. 

93% agree that the potential to access 
bank account data through open APIs 
makes the entry of at least one GAFA 
into the personal management space  
a “racing certainty”

7 https://www.globalbankingandfinance.com/30-per-cent-of-uk-consumers-would-use-amazon-google-facebook-or-apple-for-banking-services/ 

8 http://fortune.com/2018/09/19/amazon-bank-account-prime-bain-survey/ 
9 Open Banking, Open Minds, report by Mobey Forum, November 2019
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Open banking is a global phenomenon. Whether it’s the regulatory-led 
approach of the UK, the EU and Australia or the market forces driving change 
in the US and India, the sharing of account data is acting as an accelerant of 
faster, smarter and safer innovation. 

Customers that are tempted by new services, whether it’s account aggregation, 
auto-switching or payment initiation, probably do not recognise they are 
the early adopters of open banking. Instead, what matters to them is smart 
solutions that give them more control, greater convenience and personalised 
insights to help them make better financial decisions.  Mastercard’s research  
finds four out of ten UK customers—and an even higher proportion of those 
aged 16-24—are already willing to share data to receive a financial benefit. 

Indeed, two years after the legislation underpinning open banking in the UK 
came into effect, this slow-burning revolution is gaining heat: over 50,000 
open banking-enabled payments were made in December 2019, there are 
now more than 200 regulated providers, up from 100 at the end of 2018,  
and more than one million customers have connected their bank account 
with trusted third parties, with numbers doubling in the last six months. 

By the end of 2020, we expect to see more banks launching premium APIs  
to commercialise open banking models which FinTechs can then leverage  
to develop new use cases and fuel further disruption. This is the very 
beginning of what will prove to be a hugely important period of innovation 
and, as with other industries that have weathered rapid digital disruption, 
there will be a clear advantage to first movers. At Mastercard, we are seeking  
to play our part to facilitate and encourage a safe and successful move to 
open banking, which will increasingly underpin the efficient workings of  
new digital economies. Our message to incumbent banks? Get API ready  
and embrace this opportunity. 

Mastercard is a technology company in the global payments industry.  
Our global payments processing network connects consumers, 
financial institutions, merchants, governments and businesses in  
more than 210 countries and territories. Mastercard products and 

solutions make everyday commerce activities – such as shopping, 
traveling, running a business and managing finances – easier,  
more secure and more efficient for everyone. 

The Mastercard view

Over 50,000 open banking-enabled payments were made in 
December 2019, and there are now more than 200 regulated 
providers, up from 100 at the end of 2018
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Banking in the new 
age of convenience

We live in a new age of convenience. Customers who  
once willingly waited in check-out queues, headed to the 
bank in their lunch hour to pay in a cheque and arranged 

their evenings around broadcast TV schedules have,  
in a relatively short space of time, become speed junkies. 
From Amazon Prime next-day deliveries and 24/7 mobile 
banking to Netflix binges and taxis hailed at the swipe of 

an app, we want what we want and we want it now.
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We don’t just want our needs to be met quickly:  
we also expect our interactions with brands and  
service providers to be seamless and friction-free,  
and we are increasingly intolerant of any processes  
that are clunky or time-consuming. Across all industries, 
the global average rate of cart abandonment is 75 per 
cent and in the finance sector, with its need to explain 
complex products and comply with regulatory codes, 
that number is even higher at 84 per cent10. 

In general, our appetite for convenience—or perhaps our 
natural inclination to take the path of least resistance—
has to date worked in the banks’ favour. The widely-
held view is still that switching banks is a difficult and 
inherently risky process. The UK’s Competition and 
Markets Authority (CMA) found over half of customers 
surveyed believe switching is a “hassle” and over 40 
per cent fear something might go wrong11. As a result,  
customer churn is very low for an industry that has 
suffered more than its fair share of negative headlines, 
from product mis-selling scandals to the financial crash. 

This customer inertia runs deep: despite the launch  
of the Current Account Switching Service in the UK,  
with its seven-day, glitch-free guarantee, only three  
per cent of personal customers and four per cent of 
business customers switch to a different bank in any year, 
even though they could save money by moving banks12.

Customers stay with their main bank through thick and 
thin; indeed, many customers have a longer relationship 
with their bank than their spouse, with over a third of 
those surveyed by the CMA sticking with their main 
bank for more than 20 years. And banks profit from this 
passive loyalty, with UK banks making on average £11.4 
billion from the provision of personal and small business 
accounts with over a third of bank revenues coming from 
personal overdrafts13. 

Go switch
Yet this inertia, which has so long played to the 
advantage of incumbent banks, is fading as advances  
in technology make it ever easier for customers to switch 
provider to find the best deal. The phenomenon is not 
limited to banking. From broadband to energy bills,  
from investments to credit, new providers are harnessing 
the power of open banking and AI to make a split-second 
analysis of a customer’s bills and preferences and then 
match their requirements to the current offers in the 

marketplace. Start-up Look After My Bills, for example, 
uses advanced algorithms to automatically match the 
customer to the best energy deal year after year, with no 
effort on their part required. Aggregator site GoCompare 
has launched its own auto-switch energy offer, Weflip,  
a clear sign of where the market is heading. 

Financial services are seen as ready prey for auto-
switching start-ups because they have, for so long, 
profited from customer inertia, with loyal savers or 
policyholders rolled on to less preferential terms 
once their initial contract comes to an end. A “super 
complaint” lodged by Citizens Advice to the CMA 
estimated savings customers had lost out on more  
than £800m since September 2018 because higher  
rates are only offered to attract new customers. 
Insurance companies are also in the firing line. 

AI-powered platforms plan to end this so-called  
“loyalty penalty” by making sure customers are 
automatically switched to the best rate.  Start-up Kepe, 
from peer-to-peer platform Crowdstacker, for example, 
promises to auto-switch customers so they get the best 
savings account for their needs, removing the need  
for customers to manually search for, and switch to,  
new accounts once initial introductory rates have expired. 

In the future mortgages, pensions and other investment 
policies could be candidates for the eagle-eyed, whip-
fast analysis of the advanced algorithms. No more 
trawling through the financial pages of the newspapers 
or price comparison websites, no need to scan the small 
print for exclusions and caveats; AI promises to do this 
faster and better than any human.  

10 https://www.smartinsights.com/internet-marketing-statistics/2017-cart-abandonment-stats-infographic/ 
11 CMA report 2016 
12 CMA report 2016
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aspects of their financial life, giving them greater insight 
and control of their money. Nine out of ten (91 per cent) 
of our respondents expect such platforms to be core to 
the major banking brands of the future.

It’s a shift that will take banks out of their comfort zone. 
To build a platform that has real pull and adds tangible 
value, banks will have to expose their customers to third-
party products and services, including those of direct 
competitors: almost seven out of ten (68 per cent) of our 
respondents believe it will be very important to offer a 
wide selection of competitors’ products alongside the 
bank’s own if the platform is to succeed.

This means that inhouse products will have to stand on 
their own merits against best-in-class offers from rivals, 
many of which may be specialist brands that can offer 
unbeatable service or pricing. This will put the cross-
selling that has long underpinned traditional value 
chains under pressure: our respondents predict AI-driven 
product selection will reduce cross-selling volumes by 
more than a fifth (22 per cent) over the next five years.

Open banking is the gateway to this new world of 
analytics-driven convenience because it allows 
customers to share their account data and automate 
payments to optimise the work of smart software.  
This aspect of open banking is not lost on our 
respondents: more than nine out of ten (94 per cent) 
agree that, by making it easy for consumers to allow 
organisations to analyse all their account data and 
trigger payments, open banking heralds a new era of  
AI-assisted switching to the best deal across sectors  
from broadband and utilities to borrowing and saving.

This presents a threat to an industry that has long 
exploited customer inertia for its own gain—but it is also 
an opportunity to improve service. Three quarters of 
our surveyed banks expect to move into the automated 
product selection space, using analytics and account 
data to help customers find the best deals. 

Auto-switching will be part of a package of smart tools 
offered via an AI-powered financial management platform, 
through which customers will increasingly manage all 

Open banking, the gateway to auto-banking

94% believe open banking heralds a 
new era of AI-assisted switching to the 
best deal across sectors from broadband 
and utilities to borrowing and saving

75% of banks expect to move into the 
automated product selection space, 
using analytics and account data to  
help customers find the best deals

68% believe it will be very  
important for banks that provide holistic 
money management and financial 
management platforms  
to offer competitors’ products

AI-driven product selection is expected 
to reduce cross-selling volumes by an 
average of 22% over the next five years

91% expect the major banking brands of 
the future to offer holistic, lifetime money 
management and financial planning through 
platforms powered by artificial intelligence

13 Stat from 2014, as cited in final CMA report 2016
    https://assets.publishing.service.gov.uk/media/57ac9667e5274a0f6c00007a/retail-banking-market-investigation-full-final-report.pdf
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New revenue streams 
Future expected revenue sources from bank-owned 
money/financial management platforms

Yet what AI takes away, it also gives. Three-quarters of 
our respondents see the potential to generate significant 
revenue streams from sponsored search results and 
selling digital advertising space on their financial 
management platform. Furthermore, two-thirds believe 
they will be able to build significant revenues by charging 
customers a subscription fee or charging customers for 
access to advanced features. 

It remains to be seen, however, whether customers 
will have any appetite to pay subscription or premium 
access fees. In the UK, at least, a legacy of free-in-credit 
banking means customers may be highly reluctant to 
pay up-front fees. Aggregator sites—forerunners to the 
money management site of the future—have risen to 
prominence on a free-to-the-user basis while the big 
platform businesses that are reshaping so many aspects 
of modern life—from Facebook and Ebay to Uber and 
WeChat—are all free to the user. Indeed, it is only by 
being free to the end user that these mega-platforms 
have been able to rapidly build a vast and hugely loyal 
user base that has then powered their success in other 
more lucrative areas.

Sponsored search results

Selling digital advertising space

Charging customers for access  
to advanced features

Charging customers via  
a subscription model

24% 50% 13% 13%

20% 55% 13% 12%

 23% 45% 21% 11%

 23% 45% 21% 11%

Likely

Unlikely

Highly unlikely

Highly likely

Hyper-relevance:  
the next frontier  
in personalisation
It’s not just scale that matters, however. Facebook’s 
success isn’t only about the eye-watering number of 
monthly active users—2.7 billion in 2019.  It’s about its 
ability to suck up and analyse vast amounts of data  
from that user base in order to deliver compelling 
content and smart solutions that keep users coming 
back, thereby fuelling its hugely lucrative advertising 
business. A platform’s “stickiness” is key; people need 
to be frequent and regular users so that the advanced 
analytics behind the user interface can harvest as 
much data as possible about their lifestyles, habits and 
preferences in order to make tailored recommendations 
and anticipate needs—often before the customer even 
knows there is a need. Our platforms may come to know 
us better than we know ourselves—and this knowledge 
can be monetised by feeding into just-in-time, hyper-
relevant prompts, nudges and alerts to buy. 
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Big-tech-style hyper-relevance will be essential if banks 
are to compete effectively in the age of the platform, 
where disintermediation and cannibalisation are real risks. 
Indeed, the overwhelming majority of our respondents 
believe hyper-relevance strategies, such as sending offers 
promptly upon a change of circumstances identified from 
account data or personalising financial products at the 
point of selling them, will be successful in enabling banks 
to maintain levels of cross-selling and brand awareness. 

How successful are hyper-relevance strategies expected to be for banks?

While few banks have yet to deploy hyper-relevance 
strategies extensively across the organisation, there are 
significant numbers either already offering or piloting 
extreme personalisation in certain areas.

To what extent are banks already employing hyper-relevance strategies?

Success in enabling banks to 
maintain brand awareness 
in the face of the threat of 
intermediation

Success in enabling banks to 
maintain levels of cross-selling

 34% 61% 5% 0%

41% 56% 3% 0%

In pilots only 

Across the 
organisation 

To a significant 
extent in  
certain areas 

At the planning 
stage Recommendations 

tailored to the 
customer  

(not just to a segment)

Offers 
triggered by 
account data

Offers at 
point of 

payment

Successful

Unsuccessful

Highly unsuccessful

Highly successful
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Bankers believe convenience outweighs privacy 
concerns when it comes to sharing account data

14 https://www.accenture.com/_acnmedia/pdf-95/accenture-2019-global-financial-services-consumer-study.pdf
15 Financial Services Consumer Study, Accenture

Data: customers  
ready to share
Extreme personalisation, of course, depends on banks 
having unprecedented levels of access to a customer’s 
personal data. For a while it seemed that customer 
wariness of sharing data would act as a brake on extreme 
personalisation but research increasingly suggests that a 
craving for convenience and smarter solutions is starting 
to win consumers’ confidence. It helps that banks already 
enjoy high levels of trust: one global study of banking and 
insurance customers found 77 per cent trusted their  
bank to look after their long-term financial well-being14.  
This trust can be leveraged to access the kind of data 
that can deliver truly meaningful insight: the same global 

survey found one in two consumers would be interested 
in personalised financial advice from banks that is shaped 
by their personal circumstances, including analysis of 
spending habits and advice on how to manage money. 
Nearly six in ten would be willing to share significant 
personal information, such as location data and lifestyle 
information in exchange for benefits on products and 
services, including more-rapid loan approvals, discounts 
on gym memberships and personalised offers based on 
current location15.

Our survey backs this trend, with almost seven out of  
ten respondents agreeing that convenience will outweigh 
privacy concerns when it comes to greenlighting access to 
account data, with younger customers the most willing to 
trade data for convenience. 

Digital nativesDigital immigrants

Convenience

Convenience

Privacy

Privacy

69%

31%

81%

19%
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By when will banks provide a lifestyle app through which customers  
can run their entire lives, from utilities to travel and banking?

Beyond the bank 

As banks use the latest technologies to get ever closer  
to their customers, they will begin to generate insights 
that fall outside the usual remits of a bank but which 
would still be useful and valuable to customers. 
Indeed, what better than a trusted bank, which already 
understands your finances and life circumstances,  
to provide advice, guidance and tailored products that 
help with the better management of many aspects of life, 
from health and education to travel and holidays. 

Rather than pushing product, banks could provide wrap-
around solutions that make life easier. One global survey 
found half of consumers expect financial providers to 
offer propositions that address core needs.  Banks could, 
for example, offer a complete “mobility proposition” 

90% expect banks to leverage big 
data and advanced analytics to help 
customers manage their lives in  
general, not just their finances

16 Survey of 47,000 banking and insurance customers around the world  
    https://www.accenture.com/_acnmedia/pdf-95/accenture-2019-global-financial-services-consumer-study.pdf

for car buyers that includes financing, renting and 
reselling options, as well as insurance, maintenance and 
ancillary services. Or they might provide property buying 
solutions that encompass everything from mortgage and 
legal services to home insurance, moving services and an 
additional loan for furnishings16.

This is a totally new model for the banks, shifting from 
a purely transactional providers to trusted life partners. 
It won’t be an easy transition but it could yield real and 
lasting rewards for those that succeed—and it’s clearly 
on the radar of our surveyed banks: nine out of ten think 
it’s likely that banks will leverage big data and advanced 
analytics to play an increasing role in helping customers 
manage their lives in general, not just their finances.  
This seismic shift in the ambition and scale of the banking 
offer is expected to happen within the next two years. 
Not all will succeed—as with other industries that have 
experienced profound digital disruption, there is only 
room for a small number of dominant platforms—and the 
winners are likely to be those that move first. 

Already 
happening
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Over the decades the way we bank has undergone radical 
change. Fifty years ago, there was no channel choice and 

the banking relationship was up close and personal,  
with the teller at the counter for routine transactions and 

face-to-face meetings with the branch manager should you 
dare to ask for a loan. Since then, customers have migrated 
from the branch to telephone banking, ATMs, the desktop 

and, now, the mobile app.  

Throughout it all, the direction of travel has always been 
towards solutions that offer customers more control,  

more immediacy and more convenience. No longer are 
banking interactions confined to the branch’s opening 

hours of 9am to 3pm with deposits taking days to clear; 
instead, today’s bank is at your fingertips 24/7 and money 

moves between accounts almost instantly. 

New frontiers in 
banking channel 

innovation
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This kind of convenience is hard to resist. Indeed,  
2019 was a tipping point as more people in the UK 
managed their bank accounts on mobile apps than  
they did through Internet banking17. Indeed, when it 
comes to apps, banking apps are the third most used 
apps after social media and weather news, with almost 
a third of customers using a banking app more than 
10 times a month delivering an average time saving of 
45 minutes a month18. What’s more usage is starting to 
cut across the generations, with increasing numbers of 
older—and wealthier—customers starting to manage 
their finances through an app19. 

In one way, however, there are signs of a return to  
old-school banking values. Increased data sources  
and predictive analytics are enabling banks to once  
more get up close and personal with their customers. 
Open banking, which facilitates the ready sharing 
of account data with third-party providers, will only 
accelerate the personalisation of banking, enabling  
smart apps to deliver solutions that are highly focused  
on anticipating customer needs, whether it’s providing 
smart budgeting tools to help someone save for a 
particular goal or triggering micro-insurance based  
on a sudden change in personal circumstances. 

Technology allows all contact points to become more 
personal: AI-powered chatbots can ask questions and 
deliver alerts in language, and even emojis, that strikes 
a chord with the customer, while facial recognition 
technology will ensure customers are greeted in branch 
by name and met with personalised service. You may no 
longer know your bank manager but the bank’s multiple 
contact points—from the branch to the chatbot—will do  
a very good impression of knowing you.

The rise of the  
“Super App”
The drive towards personalised, intuitive and convenient 
channels does not stop there. While our findings certainly 
back the continued rise of the app—when asked to 
identify the most used channel over the next two, five and 
ten years, our respondents placed the mobile app in the 
top spot every time—its popularity looks set to slide as 
other channels begin to gain favour.

Bankers’ predictions of the how the top 5 most  
used banking channels are set to change

17 https://pages.caci.co.uk/rs/752-EBZ-498/images/caci-future-growth-digital-banking-report-2019.pdf 
18 Citigroup Mobile Banking Study 2018 
19 https://info.caci.co.uk/future-of-digital-banking-2019/

Chatbot accessed via 
instant messaging

Bank’s app

Bank’s website

Lifestyle app

Voice-activated assistant

10 years5 years2 years

The size of the circles denotes the relative predicted 
popularity of channels in each time frame and has been 
calculated by attributing a point weighting according to 
how the channels were ranked by respondents.
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20 The Future of General Insurance 2019, Insurance Innovators

Indeed, the big story here is the rise of a channel that most 
customers in Western markets won’t even have heard of: 
more than a third (33 per cent) of our respondents expect 
the lifestyle app to be the most used customer channel in 
ten years’ time, with a further 22 per cent expecting it to 
be second only to bank’s apps. 

This, of course, will be no surprise to those operating in 
tech-savvy Asia, where companies are building so-called 
“super apps” through which customers can plan their 
whole lives. Take Indonesia’s Gojek, for example, which in  
2015 launched an app to automate matchmaking 
between customers and motorcycle taxis. In little  
under five years, that app has become a “super app”  
for ordering food, commuting, digital payments, 
shopping, hyper-local delivery and video streaming.  
In 2018 the company processed more than US$9 billion 
on an annualised gross transaction value basis, making it 
the largest consumer transactional technology group on 
a GTV basis in Southeast Asia, so much so that “Gojek”  
is now a verb. 

China’s internet giant Tencent has its own super app  
in the form of WeChat, which boasts one billion monthly 
active users and has reached 93 per cent saturation in 
major cities. In addition to its social function, WeChat can 
be used to make payments, book medical appointments, 
order food deliveries and hail taxis. Like many tech 
giants, WeChat offers finance functions not because it 
wishes to become a bank but because it aims to add 
value to life by solving problems. WeChat users can  
make payments through a quick scan of a QR code,  
with WeChat paying the bill from the linked bank 
account—quick, seamless and hassle-free. It’s so easy 
and so ubiquitous, why wouldn’t a customer sign up?

It’s a question our respondents have been mulling 
and they clearly see potential for such super-charged 
convenience in Western markets: 84 per cent expect a 
lifestyle app such as Gojek to become widespread for 
banking transactions and 92 per cent for the purchase of 
financial services within five years. Indeed, almost half (47 
per cent) expect this kind of super app to be used for both 
purposes within Western markets within just two years.

Proportion of savings and loan 
products bankers expect to be 
distributed through lifestyle apps

55% expect lifestyle apps to be  
in the top two most used banking  
channels by 2030

As customers increasingly shift more of their life into the 
purview of the super app, it will increasingly become 
the “go to” channel for everything. This includes many 
financial services products: one survey of insurance 
executives found they expect almost 40 per cent of 
insurance to be distributed through such lifestyle apps 
by 203020. Our survey sees a similar distribution shift for 
savings and loans products, predicting more than half of 
all savings and loans will be distributed via a lifestyle app 
in a ten-year time frame, and nearly a third by 2025. 

By when will lifestyle apps become 
widely used for banking in Western 
economies?

For the purchase of financial services

For undertaking banking transactions
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92% of European respondents expect a major 
banking brand within their country to eventually 
set up a cross-sector lifestyle app through  
which customers can run their entire lives,  
from utilities to travel and banking

through which customers can run their entire lives, from 
utilities to travel and banking. Indeed, almost half (47 per 
cent) expect a major bank to launch such a service in the 
next two years.

21 https://www.mckinsey.com/industries/financial-services/our-insights/remaking-the-bank-for-an-ecosystem-world

92%

Banking at a crossroads

The rapid rise of the lifestyle app presents banks with  
an existential crisis: why do customers need a bank  
when they have a super app that does everything for 
them? Banks now stand at a crossroads: 82 per cent  
of our respondents agree that banks will have to  
choose between either investing in digitally-enabled  
business models that move beyond banking into  
wider ecosystems or alternatively retreating into  
a pure banking space, in which they primarily  
provide white-labelled products, and enjoy few,  
if any, direct relationships with the account holder. 

The first option is where the greater margins lie: 
according to figures from McKinsey & Co, the ROE on 
“manufacturing”—the core businesses of financing and 
lending—is roughly 4.4 per cent, whereas “distribution”—
the origination and sales side of banking—accounts for 
47 per cent of revenues and 65 per cent of profits, with a 
ROE of 20 per cent21. Unsurprisingly, this is the part of the 
banking value chain that new entrants, from Tech Titans 
to FinTech innovators, are targeting. 

And while the lifestyle apps in Asia are not owned by 
banks, our findings suggest that in Western markets  
banks are keen to engage with the super app economy. 
The overwhelming majority of our European respondents, 
92 per cent, expect a major banking brand within their 
country to eventually set up a cross-sector lifestyle app 

White-labelled 
product provider

Beyond banking into  
a wider ecosystem
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From mini programme to maxi experience

Building an ecosystem
A number of banks are already experimenting in this area, 
orchestrating ecosystems that bring together a number 
of services allied to their core financial offer in a bid to 
provide end-to-end solutions for customers. It’s the kind 
of thinking that drives Big Tech innovation and now 
innovation trailblazers in banking are starting to think the 
same way. Spanish bank BBVA, for example, has a range 
of apps designed to offer these kinds of wraparound 
solutions. BBVA Valora offers functionality that helps 
customers decide whether to rent or buy, compares 
prices and estimates costs associated with a new home. 
BBVA Baby Planner is a tool to help plan the expenses 
associated with the arrival of a new baby. 

By focusing on the wider customer experience and  
the immediate life circumstances of an individual,  
banks have the opportunity to anticipate and meet 

Super apps are created when the owner allows third-
party companies to create apps within the main app. 
Called Mini Programs in China, these “apps within an 
app” enable users to access the services of third-parties 
without having to download separate apps, instantly 
boosting the functionality available. And because these  
experiences, whether it’s e-commerce, finding a charging 
station for your Tesla car or hailing a taxi, are built 
completely within the main app, they usually have a 
very fast loading speed and deliver the same slick user 
experience as the super app. 

additional needs, adding real value where it’s most 
needed—even if this means straying beyond financial 
services. This is a big shift in thinking for incumbent 
banks, which are traditionally very product focused and 
don’t think of the customer needs beyond the walls of the 
product silo. Yet our survey shows the industry not only 
recognises the benefits of stepping outside its comfort 
zone and working with third parties to deliver a better 
service to customers but that they are priming themselves 
to distribute their traditional offering using this approach: 
70 per cent  of our respondents expect their organisation 
to set up an online platform that sets financial services in 
a wider context within five years, 54 per cent within two 
years and a sizable minority, 26 per cent, expect to do so 
within the next 12 months.

Underpinning the Mini Program model is a native  
mobile payment system that allows in-app payments 
and makes it simple for businesses and merchants to 
sign up, develop use cases and get paid. The result is  
a user experience that’s fast, intuitive and trusted,  
which means it’s easy to build scale. WeChat now  
has a Mini Program inventory of over 1 million apps—
which starts to make it more like an operating system—
such as Apple’s iOS with its 2.2 million apps - than the 
common-or-garden variety app. 
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When will banks set up online platforms that distribute financial  
products by setting them in the context of a wider ecosystem?

Predicted percentage of banking customer service 
to be delivered by AI-enabled chatbots

Customers already love the immediacy, convenience  
and connections that are delivered by instant messaging. 
The top three instant messaging apps—WhatsApp, 
Facebook Messenger and WeChat—together boast 
more than four billion active monthly users22. It makes 
sense, therefore, for banks to harness these ready-made 
communication channels to reach out to their customers. 

Our respondents expect chatbots accessed via instant 
messaging to be the third most popular banking channel 
within two years, particularly for delivering customer 
service: in two years our respondents think a quarter 
of customer service will be delivered via AI-enabled 
chatbots, rising to more than half of all customer service 
(56 per cent) by 2030. 

Channel trends: messaging, chat and voice

22 https://www.messengerpeople.com/global-messenger-usage-statistics/
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Voice is another channel expected to show significant 
growth over the next five to ten years, with our 
respondents expecting it to be the third most  
popular channel by 2025. The popularity of voice-
activated AI assistants, such as Apple’s Siri and 
Amazon’s Alexa, means that customers are increasingly 
comfortable asking questions and issuing instructions  
to a smart speaker, TV or phone. 

Yet research suggests that most voice-activated 
interactions take place at home rather than out and 
about, with consumers citing privacy concerns or 
fears of looking silly when in public23. Consumers view 
voice assistants as the smarter, faster, and easier way 
to perform everyday activities, such as playing music, 
sending a text to a friend or getting a weather forecast. 
But, when it comes to money, consumers prefer channels 
they already know and trust: a study by PwC found 
customers didn’t trust voice channels to make payments 
or correctly interpret an order24.

The technology is advancing rapidly, however, as the 
machine learning algorithms feast on every interaction 
so that voice channels become more natural and more 
personable. The key will be for banks to start small 
so as to build trust over time. In Turkey for example, 
Garanti Bank’s UGI mobile voice assistant will perform 
transactions on the customer’s behalf—the customer just 
has to speak an instruction using normal language and,  
if UGI can’t deal with the enquiry, then it phones  
the Garanti call centre and puts the customer through  
to people who can help. 

Voice to be the third most popular  
banking channel by 2025

New security measures will also build confidence. 85 per 
cent of our respondents agree that increasing use of voice 
authentication in banking will increase customer comfort 
with the wider roll-out of voice as a banking channel. 

Your voiceprint comprises more than 100 unique physical 
and behavioural characteristics, such as length of the 
vocal tract, nasal passage, pitch and accent, that the 
technology’s backers say is as individual as a fingerprint. 
Voice authentication systems claim to be able to 
recognise people even if they have a cold or sore throat.

Many big banks already use voice authentication in their 
telephone banking operations: one global bank used 
voice ID to replace a manual, error-prone identity and 
verification system that relied on customers remembering 
a combination of PINs, dates and passwords. Customers 
rated that the new system, which delivered a 10 second 
security clearance, nine out of ten for speed, ease of use 
and security25. 

85% believe that increasing use of voice 
authentication in banking will increase 
customer comfort with the wider roll-
out of voice as a banking channel

23 https://www.pwc.com/us/en/services/consulting/library/consumer-intelligence-series/voice-assistants.html 
24 https://www.pwc.com/us/en/services/consulting/library/consumer-intelligence-series/voice-assistants.html 
25 https://www.caci.co.uk/case-studies/voice-biometrics-banking
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How intensively will voice be used as a banking channel when at home?

What proportion of customers’ interactions with their banks 
will be made via voice-activated digital assistants?

Our respondents also think that customers will 
increasingly turn to voice for banking within the privacy of 
their own homes: 87 per cent expect it to be used at least 
frequently to check balances and transactions,  

with more than a third, 36 per cent, expecting it to become 
the default option. Even payments are expected to be 
frequently authorised via voice in the home. 

For making payments

For checking balances and 
transactions

To apply for financial products

To change personal details 

Frequently

Occasionally

Default option

Won’t be used for  
this purpose

36% 51% 12% 1%

15% 55% 22% 8%
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To what extent have banks 
developed voice channel 
functionality?

Overall, three-quarters (76 per cent) of our respondents 
believe voice-activated home assistants have significant 
potential to become a full-service customer contact 
channel for banks and that, by 2030, more than half  
(52 per cent) of all customer interactions with their bank 
will take place via voice-activated digital assistants. 

Our surveyed banks are readying for this customer 
migration: just over half, 53 per cent, of our respondents 
said their organisation is at least experimenting with voice 
channel functionality. Indeed, one in ten (12 per cent) said 
they already used voice extensively across  
the organisation. 

The future of the bank is here – and it sounds like Siri.

Into a virtual future
Further out, three out of five respondents expect that, 
within 5 years, virtual reality will become part of the  
home banking experience their organisation offers.  
The thinking is that VR can be used to simulate the  
branch so that customers can enjoy the branch experience 
without leaving their own home, thus enabling banks to 
shed the expensive overhead of maintaining a branch 
network. This could prove particularly popular in remote 
areas where customers cannot easily access a branch.

This is not so far-fetched as it may sound. BNP Paribas,  
for example, introduced a virtual reality app allowing  
retail banking customers to access their account activity 
and transaction records in a VR environment, and a 
separate app giving a guided tour of the steps involved  
in buying a home.

Customers can look forward to a banking experience that 
is increasingly immersive, immediate and intuitive—a long 
way from the branch experience of yesteryear. 

60% expect virtual reality that simulates the  
in-branch experience in customers’ homes  
to play a part in banks’ strategies to reduce 
reliance on the physical branch network

To a significant extent in certain areas 

In pilots only 

At the planning stage 

Extensively across the organisation

No plans at present

12%

25%

26%

15%

22%
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Digital 
transformation  

in banking 

From the outside, it looks like banks have done a good  
job of keeping pace with modern customers. For example, 

the first mobile banking apps mimicked what was  
available online but have evolved to make better use  

of smartphone functionality, such as depositing a cheque 
by snapping a quick photo or using inbuilt biometrics  

to speed onboarding and authentication. 

At a closer look, however, it’s apparent that traditional 
banks are having to rethink every aspect of their 

operations in a bid to stay relevant in a fast-changing 
world.  FinTech start-ups are pushing the envelope  
of what’s possible, whether it’s approving loans in  

minutes or settling insurance claims in seconds,  
and banks must keep pace. 

35



The key to these breathtakingly fast solutions is Artificial 
Intelligence (AI), which is proving a real game-changer in 
how we live, work, shop and bank. One survey of senior 
executives in customer-facing industries found 89 per cent 
believe the combination of AI and the Internet of Things 
(IoT) will have significantly changed the typical consumer 
experience by 2025 and 96 per cent think predictive 
analytics will have revolutionised the convenience of  
day-to-day life26. 

From location-based buy prompts and health-related 
alerts from wearable devices to smart homes that pre-
empt accidents by contacting plumbers or auto-order  
key consumables, our lives will be made safer, healthier 
and easier by smart sensors and predictive analytics. 
Banks have a clear role to play in this hyper-connected 
world—automating payments, providing budgeting alerts 
and using real-time data to deliver value-added services. 

To fulfil this role, banks will need to up their digital game. 
Incumbents are struggling to keep pace with the urgency 
and volume of new data-driven projects as every new 
release needs to interconnect with existing apps against 
an increasingly complex IT landscape that hosts multiple 
systems, thousands of products and decades of often 
unreliable customer data. 

And it’s not just legacy IT architecture that inhibits 
innovation. For banks with pedigrees that may date 
back hundreds of years, there are often organisational 
and cultural norms that can make rapid change 
difficult, particularly for regulated entities with a  
risk-adverse mindset. 

Turning the ship

To drive cultural change, ING Bank has restructured itself 
to emulate the operating model of tech pioneers such as 
Google and Spotify. Indeed, CEO Ralph Hamers has said 
he wants ING to be seen not as a bank but as a nimble 
tech company with a banking licence27. Employees are  
organised into small multi-disciplinary squads who 
engage in two-week “sprints” to deliver specific outcomes. 
Squads have the autonomy to make decisions without 
reference to management and are dismantled once a 
mission has been executed. This reorganisation has 
gone hand-in-hand with a cultural change programme, 
learning from the customer-obsessed and pro-innovation 
initiatives that work so well at Google and Amazon-
owned Zappos28. 

The results speak for themselves: ING can go live with new 
software releases every two weeks rather than having five 
to six “big launches” a year, enabling it to rapidly develop 
innovative new product features and help position itself as 
the number one mobile bank in the Netherlands29. 

Our respondents clearly think the industry is due this kind 
of cultural shake-up, with three-quarters of our surveyed 
banks expecting other large banks to follow ING’s lead and 
seven out of ten (68 per cent) implementing a programme 
of culture change to override legacy thinking, with a 
further 22 per cent either experimenting with such a 
programme or at the planning stage.

76% predict large banks will restructure 
to copy ING’s reorganisation into 
an agile operating model featuring 
“squads”, “tribes” and “chapters”

To what extent have banks implemented cultural change 
programmes to overcome legacy thinking?

To a significant extent in 
certain areas 

In pilots only 

At the planning stage 

Extensively across the 
organisation

No plans at present

26 A World Shaped By Predictive Analytics, Marketforce/Sopra Steria, 2017
27 https://www.ing.com/Newsroom/News/We-want-to-be-a-tech-company-with-a-banking-license-Ralph-Hamers.htm
28 https://www.mckinsey.com/industries/financial-services/our-insights/ings-agile-transformation
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Into the cloud
While progress is being made, fixing legacy system issues 
will continue to be a challenge for incumbent banks. 
These huge systems, tacked together over decades, 
increasingly put a brake on innovation. 

Driving forces behind the uptake of cloud computing

To what extent have banks shifted systems into the cloud?

Cloud technology, once dismissed as too risky for 
a regulated and risk-adverse industry like banking, 
continues to win over adherents. 98 per cent of 
respondents using cloud said the increased facility to scale 
services up and down was a key driver behind the uptake 
of cloud services in their organisation, while 92 per cent 

and 89 per cent respectively cited swifter disaster recovery 
and faster data analytics using larger data sets as key 
drivers. Currently almost six out of ten respondents are 
making significant use of cloud technology, with a further 
31 per cent experimenting with it or at the planning stage.

To a significant extent in 
certain areas 

In pilots only 

At the planning stage 

Extensively across the 
organisation

No plans at present

Not significant/applicable

Facility to scale services 
up and down

Swifter disaster recovery

Faster data analytics

SignificantHighly significant

29 https://www.mckinsey.com/industries/financial-services/our-insights/ings-agile-transformation

63% 2%35%

47% 8%45%

44% 11%45%

34% 20% 10%11%25%
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Banks expect 47% of their systems to be 
run in the cloud by 2025

Cloud technology’s proven benefits are reflected in 
its anticipated growth: our respondents predicted on 
average that almost half (47 per cent) their organisation’s 
systems would be run in the cloud in five years’ time. 
Security-related concerns remain, however:  
the overwhelming majority (86 per cent) said cyber-
security worries would inhibit faster adoption to a 
greater extent than any concern about cloud’s ROI 
relative to other potential investments.

In reality, there have been very few security breaches  
in the cloud, whereas many on-premises data centres 
have been the victim of high-profile cyber-attacks,  

Bank’s adoption of RPA to date

To a significant extent in 
certain areas 

In pilots only 

At the planning stage 

Extensively across the 
organisation

data breaches and systems outages. Robust security is a 
top priority for cloud providers. After all, without it they 
would have no business. According to research by Gartner, 
through 2025, 99 per cent of cloud security failures will be 
the customer organisation’s fault30. Banks must therefore 
devote adequate time and resource to ensure their digital 
transformation in the cloud is properly planned and 
managed. This is particularly the case for those investing 
in hybrid cloud models, which increase complexity and 
expand the enterprise attack surface. 

As with any system, the cloud is only as secure as its  
most vulnerable link—and banks need to make sure 
that their drive for speed, scale and innovation doesn’t 
compromise security and jeopardise a technology that  
has the potential to finally relieve their legacy woes.

The robotic bank
Robo-bankers and AI are already being deployed by  
many banks. Behind the scenes of daily banking activity, 
robotic process automation (RPA) is transforming the 
operational heart of most banks. 40 per cent of our 
surveyed banks are already using RPA to a significant 
extent, with a further 36 per cent either piloting the 
technology or at the planning stage. These smart  
bits of software are automating, streamlining and 
optimising many of the time-consuming processes 
that, until recently, required human input, such as 
many customer service queries, trade settlement and 
compliance checks. Smart software can undertake these 
tasks faster, with greater accuracy and at less cost. 

Inevitably, RPA will have implications for the banking 
workforce, although our respondents are divided almost 
50/50 as to whether the impact will be significant job 
losses or a re-designation of existing roles as automation 
frees humans from repetitive jobs and empowers them 
to take on more sophisticated tasks. The history of 
technological advance suggests some jobs will disappear 
but new ones will be created, which may require upskilling 
or retraining of former staff.

30 https://www.gartner.com/smarterwithgartner/is-the-cloud-secure/

No plans at present

17%

23%

18%

24%

18%
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respondents expect AI to become the main method  
of credit assessment in the lending market within the  
next five years.

Almost six out of ten (58 per cent) of our respondents said 
they are using AI to a significant extent in at least one of 
product design, pricing, credit risk, customer experience 
personalisation or fraud detection. 

AI: the game changer
Artificial Intelligence—a catch-all term for a range of 
technologies, including machine learning and natural 
language processing, that mimic to some degree how our 
brains work—is the real game-changer, super-powering 
and transforming many aspects of a financial services 
organisation. In insurance, for example, the AI-powered 
chatbot of start-up Lemonade has set a world record 
for settling a claim in just three seconds. When it comes 
to savings and budgeting, the Plum app uses smart 
algorithms to analyse a customer’s spending and helps 
set money aside automatically. And in lending, Jack Ma’s 
online bank MYbank uses real-time payments data and 
AI to analyse more than 3,000 variables to make loans 
to small businesses in China—borrowers get a decision 
through the app within three minutes and the cash is in 
the account instantly if approved. Algorithmic lending also 
plays a role at alternative lender ThinCats and New10,  
a spin-off of Dutch bank ABN AMRO, enabling them to 
make faster, smarter decisions to support SMEs. 

When it comes to sound credit decisioning within time 
frames that match today’s “want it now” society, AI beats 
humans every time. SME lender OakNorth for example, 
has used AI technologies for credit assessment in £2 billion 
of loans and says it has yet to have a single customer 
default. It comes as no surprise that 88 per cent of our 

Opinion divided as to whether RPA in banking is more likely  
to lead to job losses or a re-designation of existing roles

51% 
Large reduction  

in headcount

49% 
Re-designation of  

roles so staff can add 
more value

88% expect AI to become the main method of 
credit assessment in the lending market within 
the next five years

£
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Banks’ adoption of AI to date

Controlling AI bias
While AI is already proving its value in banking, there is  
the potential for it to introduce new risks into the 
banking system. These include the potential to develop 
problematic biases, either because the humans 
designing the algorithms have conscious or unconscious 
bias or the datasets feeding the algorithms give rise 
to bias. With particularly sophisticated or “black box” 
uses of AI, there’s a worry that organisations will not be 
able to explain or defend the decisions reached by their 
systems, leaving them open to potential breaches of 
equality laws and severe reputational risk. 

Our survey finds that too many banks are forging  
ahead with AI programmes without due consideration  
to oversight and governance of their outcomes: among 
our respondents using AI to a significant extent, only 58 
per cent have made a substantial investment in flagging 
and moderating these biases. More worrisome, eight per 
cent have made minimal to no investment in addressing 
these concerns. 

42% of banks making significant  
use of AI have yet to make a substantial 
investment in controlling the danger  
of bias

In product design

In personalisation

In pricing

In credit risk assessment

In fraud detection

To a significant extent in 
certain areas 

Extensively across the 
organisation

In pilots only 

At the planning stage 

No plans at 
present

10%

11% 20% 34% 18%

5% 18% 33% 17%

17%

27%

20% 23% 24% 23%

8% 27% 27% 12%26%

16% 34% 21% 6%23%
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The future of blockchain 
– will cryptocurrencies 
take off after all?
A few years ago, blockchain, the technology underpinning 
cryptocurrencies such as Bitcoin, was likened to another 
Internet in terms of its potential to disrupt global 
banking and financial systems. Its disruptive potential 
has yet to be unleashed as high-profile scandals around 
cryptocurrencies make headlines and use cases have 
been slow to leave the innovation lab, with concerns 
about low interoperability and uncertain governance. 
Indeed, research by Gartner suggests widespread 
blockchain deployment across financial services  
remains at least three years out31. 

Yet away from the scandal-prone headlines, 
cryptocurrencies are quietly making a comeback  
as stable coins, which overcome volatility concerns  
by being tied to a basket of real-world currencies or assets. 
Furthermore, there are “big name” backers providing the 
financial, tech and reputational credibility to help move 
cryptocurrencies into the mainstream. Facebook, for one, 
is launching a new global digital currency, Libra, which it 
says will “reinvent money”. In recent months, however, 
Libra has faced considerable criticism and opposition from 
political leaders and bankers around the world, and some 
big names—including Visa, Mastercard, Vodafone and 
PayPal—have pulled back from the project.

The incumbent, the not-
so-new kid on the block
As big banks take steps to become more agile, both in 
terms of technology and culture, there is some evidence 
that we may be on the cusp of an incumbent resurgence. 
With RPA optimising operations and cutting costs, agile 
ways of working accelerating digital transformation,  
AI re-inventing customer experience and cloud technology 
bringing a range of bank and customer benefits, 
incumbents have the opportunity to give challengers  
a run for their money.

According to our respondents, sleeping giants are  
about to stir.

• 78% expect the innovation gap between incumbent 
banks and new entrants to narrow significantly over 
the next 5 years. 

• 75% believe that the first-mover advantage of 
technically savvy disruptor banks will be neutralised 
as the innovations of today become the hygiene 
factors of tomorrow 

• 83% expect that RPA will enable large banks to steal 
a march over smaller players because they will 
be able to better leverage the economies of scale 
intrinsic to RPA

31 https://www.gartner.com/en/newsroom/press-releases/09-16-2019-gartner-says-blockchain-deployments-across-financial-services-ecosystems- 
    are-at-least-three-years-away

59%
Think stable coins will 
hit the mainstream 

39%
Think stable coins 
will pose a significant 
risk to their business 
by cutting bank and 
credit card accounts 
out of the payment 
value chain

69%
Expect their 
organisation to offer 
a blockchain-based 
digital wallet within 
the decade and 48% 
within 5 years
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Tellingly, incumbent bank BBVA was recently voted  
the best digital bank in different regions worldwide32.  
Its ability to embrace open banking and new technology 
has led many industry watchers to call it the Amazon 
of the banking world as it offers its banking technology 
platform as a service to other banks, both incumbents 
and new entrants. Such is the new-found confidence 
within the industry that other incumbents look set to 
follow its lead, with 44 per cent planning to launch a 
“banking as a service” offering within two years and  
72 per cent within five years. 

The future, it seems, is all to play for.

Banking as a service: by when do today’s incumbent banks 
expect to offer technology solutions to other banking players?
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32 https://www.bbva.com/en/economy/business-economics/awards/
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New technologies, from cloud to AI, are transforming financial services. 
Challenger banks and FinTechs have shown what is possible—and now 
customers want more.  From smart budgeting tools and algorithmic lending  
to AI-powered chatbots, customers are learning that financial solutions can  
be fast, fair and friendly.

Incumbent banks have a window of opportunity to rise to this challenge 
or risk the first movers opening up a customer experience lead that proves 
impossible to close. Recent history has not been kind to those incumbents 
that failed to respond to the threat of digital disruption: the “Uber” moment, 
when it comes, can be deadly. 

The good news is that these same disruptive technologies can be deployed by 
incumbents to innovate at speed and scale, whether it’s using APIs to partner 
with best-in-class FinTechs or harnessing the power of AI to unlock new and 
compelling smart solutions.  

For decades, incumbents’ efforts to innovate have been hamstrung by the 
limitations of their legacy systems and conservative cultures. Today, though, 
as many banks have found, cloud technology offers the freedom and flexibility 
to truly and securely innovate, while new ways of working are knocking down 
silos and sparking inhouse collaboration. 

Cloud technology offers a once-in-a-generation opportunity for traditional 
banks to reinvent themselves for the 21st century. Those that hesitate may 
find the opportunity has already closed and new providers have captured  
the hearts, minds and wallets of the connected customer.

Q2 is a global, secure, cloud-based digital transformation solutions company 
headquartered in Austin, Texas. Since 2004, it has been our mission to build 
stronger communities by strengthening their financial institutions. Our digital 
banking solutions for deposits, money movement, lending, leasing, security and 
fraud enable financial institutions to deliver a better financial experience to their 

account holders. Our banking and broader financial institution customers, along 
with other financial services providers, also benefit from actionable data analytics 
and access to open technology tools. 

To learn more about Q2, visit www.q2ebanking.com

The Q2 view

This is a once-in-a-generation opportunity for traditional banks  
to reinvent themselves for the 21st century
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The Bank of the 
Future–meeting 

the needs of 
the Millennial 

generation

The Millennials are the squeezed generation.  
Many find themselves adrift in a harsh world of low wage 

growth and increasing living costs. They also face an 
uncertain future, where issues such as climate change 

and automation appear to threaten many aspects of life 
previous generations took for granted. Little wonder many 

Millennials are determined to live in the now—YOLO and 
FOMO33 are their rallying cries.  

33 You Only Live Once and Fear of Missing Out
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This should be a wake-up call. Millennials represent  
such a huge demographic force. Numbering 73 million, 
they are the largest living generation in the US35 and 
are likely to have the economic power to reshape entire 
industries, whether it’s through making ethical shopping 
choices or opting for FinTech and GAFA providers for 
their financial needs. 

That’s not to say that Big Tech isn’t without its critics: 
after the Cambridge Analytica Facebook data breach of 
2018, nearly half of social media users said they viewed 
the platform more negatively as a result, and 41 per cent 
of Millennials said they were using it less since the data 
breach36. But one thing is clear: if Millennials don’t trust 
Facebook, they trust incumbent banks even less, with one 
survey finding that only 28 per cent of Millennials trusted 
banks to be fair and honest37.

Yet all is not bleak. Studies suggest Millennials may 
actually be on the cusp of the greatest inter-generational 
transfer of wealth in modern times. Baby Boomers are 
the wealthiest generation in history and will remain so 
until around 2030. Yet when this group passes on their 
assets to younger family members—and, according 
to analysts at Royal Bank of Canada, 29 is the average 
age for inheriting wealth from grandparents, 44 from 
parents—there will be a steady flow of Millennials  
getting much wealthier soon. 

This looming inheritance boom, not to mention the 
buying power of one of the biggest generations ever, 
means banks inevitably spend a lot of time thinking 
about how to engage with Millennials. And much 
thinking is required—studies suggest they’re not  
getting it right at present. 

The trust deficit
Millennials entered the workplace at a time when  
banks were routinely being trashed in the headlines  
for crashing the world economy, so they feel little affinity 
towards these 20th century brands. Millennials grew  
up alongside Apple, Google and Amazon and have little  
time for below par digital services: slow loading times, 
lengthy onboarding and complicated check-out 
processes are major bugbears. They’re aware their 
financial situation is more precarious than that of their 
parents and don’t want to be lectured by banks about 
how they spend their money. 

Research suggests that Millennials’ top financial 
priorities—saving for emergency funds (64 per cent), 
saving for retirement (49 per cent) and saving to buy  
a house (33 per cent)—are little different from those  
of their parents34. Yet facing more economic headwinds 
in a changing world means Millennials are likely to go 
about achieving those goals in a very different way— 
and that means they will need different things from  
their financial providers. 

It seems there’s no guarantee those providers will be 
banks, however: 85 per cent of our surveyed banks 
believe a non-banking brand will be better placed  
to achieve loyalty among the Millennial generation,  
with innovative start-ups predicted to have the greatest 
potential to do so, followed by GAFA.

Which type of brand do bankers 
believe is best placed to achieve 
loyalty among Millennials?

46%

39%

15%

Innovative financial 
services start-up 

One of GAFA 
operating in 

financial services 

Incumbent bank 

34 Bank of American survey 2018
35 Pew Research Center. Millennials themselves will be outnumbered by Generation Z.
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Be more Monzo
Closing this trust deficit is a major challenge for 
incumbent banks and it seems a good first step is to 
emulate those banking brands that are winning favour 
with younger customers. One of the most successful 
challenger banks is London-based Monzo, which now 
boasts more than three million customers, or 1 in 20 
people in the UK, and it is signing up more than 55,000 
every week. Monzo arguably had more engagement 
with its customers before it went live than many high 
street banks today. One of its taglines is “help us build 
the bank you want to use” and it has put co-creation at 
the heart of its business from the beginning—customers 
even got to decide the bank’s name. Monzo still hosts 
much-used discussion boards and meetings to keep its 
community members in the loop and take their feedback 
on board. It’s a model our respondents expect others to 
emulate: 90 per cent think that demonstrating a genuine 
commitment to co-creation with customers will be 
effective in retaining and attracting Millennials. 

Bankers’ views of the effectiveness  
of a genuine commitment to  
co-creation with customers in 
retaining and attracting Millennials?

When do banks expect to make a genuine  
commitment to co-creation with customers?

A quarter of our respondents (24 per cent)  
said their organisation has already made 
a genuine commitment to co-creation,  
with a further 50 per cent expecting this 
to happen within the next two years.

Effective Highly effective 

36 https://themanifest.com/social-media/how-people-view-facebook-after-cambridge-analytica-data-breach
37 https://www.cnbc.com/2018/09/14/a-new-generation-puts-its-trust-in-tech-over-traditional-banks.html

Some are already progressing this programme. Scandinavian 
incumbent bank Nordea, for example, has worked hard to 
involve customers in the development process for its mobile 
bank, using in-depth app analytics and multiple feedback 
channels to capture suggestions from customers. This has helped 
shape the visual style of the app, to make the design more 
colourful and personal and made it easier to use for visually-
impaired customers.

41%10% 49%

Ineffective
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of Millennials will purchase from a brand that applies 
effective environmental and social practices and that 95 
per cent of them will recommend that brand to a friend39. 

It’s a trend our respondents have clocked, with 87 per 
cent agreeing that the success of values-driven brands 
amongst Millennials as a significant indicator that there 
will be longer-term traction for ethical banking models. 
The Co-Operative Bank in the UK has long traded as an 
ethical bank and now start-ups are pushing a similar 
message, such as Triodos, which already has 700,000 
customers around the world.

Doing good business

Millennials don’t just want their banks to be good to  
do business with. They also expect them to do good. 
They want the businesses they transact with to align  
with their values and would switch provider if they 
disagreed with a company’s business practices,  
values or political leanings38.  Our survey shows  
that banks acknowledge the value system of younger 
customers, with more than three-quarters of our 
surveyed bankers (78 per cent) believing they will be 
effective in attracting and retaining Millennials if they 
emphasise the bank’s ethical credentials. 

These customers are looking for more than glossy 
adverts that boast about green credentials; they want 
organisations that actually live and breathe a different 
way of doing business. Indeed, research suggests more 
than three in four Millennials do online research to 
check if corporate social or environmental initiatives are 
“authentic” or just “greenwashing”. There’s even an app, 
Good On You, that helps consumers by rating brands on 
their sustainability. 

It can undoubtedly be good business to be green. 
Patagonia, the outdoor clothing and equipment 
supplier, uses reusable and recyclable materials and 
seeks to minimise its environmental impact throughout 
the supply chain. It encourages customers to take 
responsibility for the lifecycle of its products through 
repair, reuse and recycling.  The brand even ran an 
advertisement that read “don’t buy this jacket” in  
favour of buying a pre-loved item instead—that year  
its revenues grew by around 30 per cent. On paper,  
such moves could backfire by shrinking demand but 
in reality, as seen with Patagonia, green messaging 
can drive new custom among environmentally-
aware customers: one study found that 90 per cent 

87% believe the success of values- 
driven brands amongst Millennials  
augurs longer-term traction for  
ethical banking models

Bankers’ views of the effectiveness of emphasising a bank’s  
ethical credentials in retaining and attracting Millennials

Highly effective

Effective

Ineffective

38 Deloitte Millennial Survey 2019
39 Research by The Shelton Group

29% 49% 22%
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37% of banks have yet to take significant action  
to address their environmental impact

To what extent have banks taken action  
to address their environmental impact?

Banks, however, have much work to do. Over a third 
of our surveyed bankers (37 per cent) said their 
organisation has yet to take significant action to 
address its environmental impact, even though they 
acknowledge this could put them at a competitive 
disadvantage should rivals start to make progress in  
this area: almost four out of five (79 per cent) think failing 
to take action when competitors make environmentalism 
a key component of their brand and business model 
would pose a significant commercial risk.

To a massive extent

To a significant extent

To a moderate extent

Minimally to not at all

10%

27%

44%

19%
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Some incumbents have decided to take the fight to  
the challenger banks by launching one of their own. 
This was judged to be an effective strategy to retain and 
attract Millennials by 63 per cent of our respondents— 
a surprisingly low figure given the popularity of this route 
among some of the big banks. 

RBS has launched Bó, BNP Paribas has Hello Bank and 
Goldman Sachs has Marcus. Often these spin-offs have 
branding that apes challenger banks, from the look and 
feel of the digital interface to the short, snappy name. 

Caution around the approach of launching a new,  
stand-alone brand may well be wise as the jury is still out 
in terms of the appetite for this kind of offer: JP Morgan 
had to pull its Millennial brand Finn after just one year 
in operation, saying it had learned that its Millennial 
customers don’t need a separate brand or experience40.

Yet the success of Monzo, particularly with Millennial 
customers, suggests there is a real appetite for a new 
kind of bank. And the reality is that too many of the 
spin-off brands are not different enough from the core 
bank. Monzo’s solutions are designed to make life easier 
for its customers rather than purely to shift product and 
make money for shareholders. Transparency is key to 
this: Monzo prides itself on its communication with its 
customers and it shares everything publicly, from the 
products it’s building to its business plan and how its 

Bankers’ views of the effectiveness of incumbents launching new,  
stand-alone brands in retaining and attracting Millennials

Almost a quarter (23 per cent) of our 
surveyed bankers said their organisation 
has already some form of stand-alone 
bank brand, although 37 per cent said 
they never expect to take this approach. 

technology works. Its terms and conditions are one page 
long, written in plain, straightforward English and take 
just three minutes to read. The overall impression is that 
this is a bank that isn’t trying to hide anything from its 
customers—and they like it. 

A helping hand
The suite of services available through Monzo’s app also 
hits the right note for the financially fragile Millennial 
generation: the new Get Paid Early feature, for example, 
means that customers who have their salaries paid into 
their Monzo account can have their money advanced 
at 4pm the day before it’s due. Salary Sorter sorts 
money between savings, bills and spending in a few 
taps so customers can’t overspend, and there are handy 
budgeting tools and spending alerts to help customers 
keep track of their spending. Rather than shaming 
Millennials for their financial woes, the neobanks have 
worked out it’s far better to provide them with smart 
non-judgemental tools that helps them make sense of 
the world they’re in and make smarter decisions about 
their finances. 

These services are particularly prized by a generation 
facing financial struggles. One study found that nearly  
30 per cent of Millennials were routinely overdrawn,  
over half worried about their student debt, 42 per 
cent had used alternative financial services such as 
payday loans and pawnbrokers in the last five years 
and a third were very unsatisfied with their current 
financial situation41. What’s more, most Millennials are 
ill-equipped to handle these challenges: when tested on 
financial concepts, only 24 per cent demonstrated basic 

Highly effective

Effective

Ineffective

40 Bloomberg
41 Millennials and Financial Literacy, PwC 

Incumbents’ Monzo look-alikes 

15% 48% 37%
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financial knowledge42. It’s not hard to see why so many 
Millennials are worried and anxious about the future. 

Millennial anxiety clearly creates a gap in the market  
for companies like Monzo to give customers a suite of 
tools to take charge of their financial issues and make 
changes to improve their finances—and, as a side effect,  
enhance their general wellbeing. 

Here again, Monzo has taken a lead. In 2018 the bank  
introduced a gambling block feature, which allows 
customers to opt in to have problem gambling 
transactions screened and blocked. Nine out of ten of 
our respondents agree that Millennials’ more precarious 
situation relative to the previous generation has created 

When will banks leverage advanced analytics to help 
customers management non-financial aspects of their lives  
(e.g health, safety and wellbeing)?

90% of bankers agree there is an 
opportunity for them to win Millennials’ 
loyalty by making it easier for them to 
control not only their finances but many 
other aspects of their wellbeing

an opportunity for banks to step in and win Millennials’ 
loyalty by making it easier for them to control not only 
their finances but many other aspects of their wellbeing.
Delivering these types of proactive services will require 
banks to have cutting-edge analytics and artificial 
intelligence in order to understand a customer’s 
behaviour and context, and make just-in-time  
decisions about how to respond. 

It’s clear the wider industry expects to deliver these 
kinds of services: almost nine out of ten of our surveyed 
bankers expect their organisation to leverage big data 
and advanced analytics to play an increasing role in 
helping customers manage their lives in general, not just 
their finances.  28 percent expect to do so in the next 
twelve months and 46 percent within the next two years. 

Get this right and banks will be well-placed to weather 
the disruptions of the mid-21st century, hand in hand 
with their loyal customer base. 

42 Millennials and Financial Literacy, PwC
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