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Introduction
As this report goes to press one of the largest banks in the world and the largest 

bank in America, JP Morgan Chase, was readying to follow in the path of a 
number of once scrappy start-ups that didn’t exist half a decade ago by launching 

a digital only consumer (neo?) bank in the UK.
The arrival of Chase on the scene will mean the likes of Monzo, Starling and Revolut 

have some seriously well-funded competition. The bank already has a legion of potential 
customers thanks to JP Morgan’s acquisition of digital wealth manager Nutmeg earlier 
this year and won’t face the same hurdles of raising venture capital each year just to 
keep the lights on. 

In addition, Chase arrives at a time of heightened consumer demand for digital 
banking services. All in all, the launch heralds something of an acid test for the digital 
banking trend. 

There is no denying that its start-up rivals have proved the model, not least by 
poaching millions of customers from high street incumbents by offering a profoundly 
better customer experience, underscored by consistently high approval ratings from 
customers and strong growth in users. 

Also, where things really count at the balance sheet level, sustainable revenue 
generation appears to be moving in the right direction. Valuations in the sector have 
also been pushing up steadily with Revolut now the UK’s most valuable start-up with 
its latest round of funding implying an incredible £24bn, not far off the near 300-year-
old Barclays Bank’s £30bn market capitalisation. 

The lines are increasingly blurry though as to what a bank actually is. With the likes 
of Klarna and Wise now looking increasingly keen to offer similar services, the next 
year of competition looks set to have never been fiercer in the history of banking. 

I hope you enjoy reading the State Of The Digital Banking Market Report 2021 and 
that it provides a comprehensive overview of where we are and where things might 
go next. 

A special thank you to our sponsors Q2, Curinos and Mambu as well we everybody 
who contributed their valued insights.

The State Of The Digital Banking Market 2021

Daniel Lanyon
Editor-in-Chief, AltFi
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Section 1: The European Digital Banking Battleground 

The Game’s Afoot
The digital banking sector has exploded in size in 
recent years, but what shape is the digital-only 
neo bank industry in now following the pandemic?

Photo by George Becker from Pexels

Ever since the first launches were 
registered, and new banking licenses 
began to be signed off and handed 

out, digital-only neo banks have been 
viewed with excitement and curiosity. 
Expectations, and valuations have been 
sky high. 

With over 300 neo banks worldwide, 
seismic change is underway. 

In 2020 there were almost 60 
million customers owning an account 
with a nontraditional financial service 
provider such as a neo bank, according 
to Pitchbook, with an expected growth 
continuing at a CAGR of 25 percent 
through 2024 to pass 145 million 
customers.

Now, in 2021, many of these banks have 
been in operation for enough time to take 
stock. Is the sector any nearer maturity, 
or has the pandemic held it back? Do new 
fintech innovations in banking and fintech 
mean the standalone neo bank brand is 
itself being disrupted?

“There is no doubt that digital-only neo 
banks have had a significant impact on 
the everyday banking landscape in the 
UK, some five years on from their arrival,” 
says Tom Merry, managing director for 
banking strategy at technology provider 
Accenture. “Customers have signed up 
in their millions but despite the apparent 
success, sustained profitability remains a 
challenge.”

Neo banks’ profitability struggles 
have been well-documented. Innovative 
technology and a low cost-to-serve 
model gives them a base from which 
to start, but this needs scale to make 
it work. Merry adds: “A combination of 
challenging product margins and the lack 

of balance sheet scale and breadth seems 
to be holding them back. Furthermore, 
converting customers to ‘primary users’ 
of neo banks remains difficult which has 
resulted in lower balances relative to 
established players.”

Healthy numbers
There are signs this could be changing. 
Many of these brands are posting 
healthier customer numbers. According 
to Apptopia, both downloads and daily 
average user (DAU) numbers have 
remained consistently strong for several 
digital-only neo banks.

A standout leader is Revolut, which has 
consistently registered over one million 
downloads a quarter since the start of 
2019, while DAU figures have stayed 
above 700,000 in 2021.

The numbers are less strong for other 
brands, but there are signs of movement 

for those at the younger end of the 
spectrum. Zopa’s neo banking brand had 
16,813 downloads in the first quarter of 
2019 but registered 60,755 in the third 
quarter of 2021. DAU has also climbed, 
from 3,269 to 33,025 in the same period.

Sarah Kocianski, fintech expert at 
Founders Factory, says there are now 
signs of greater health in the sector.

“That new brands such as Kroo are 
still coming to market, and have made 
it through the bank licensing process, 
suggests that entrepreneurs and investors 
still think there’s room for the sector to 
expand, which indicates good health,” 
says Kocianski. “In terms of models, 
Starling Bank is moving rapidly towards 
profitability, and while Monzo was harder 
hit by the pandemic, its rejuvenated paid-
for products are helping it get back on 
track.”

 “There is no doubt that digital-
only neo banks have had a 
significant impact on the 
everyday banking landscape in 
the UK, some five years on from 
their arrival.”
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Section 1: Alternative Lending In Europe

The Covid-19 test
Banks were forced to work differently 
during lockdown. This has impacted 
attitudes towards technology across the 
industry. Research from banking API 
platform Marqeta found 75 per cent  of 
bankers admitted the pandemic had 
changed their business banking models 
forever. Of this sample, 78 per cent said 
digital transformation had become a 
greater priority as a direct result. Digital-
only neo banks have therefore been in 
a fortunate position and have not had to 
invest in costly digitalisations efforts, as 
many incumbents did. 

“For those digital-only banks that were 
able to participate in government lending 
schemes it has so far been a tailwind, 
Atom Bank and Starling Bank are two 
good examples here,” says Kocianski. “For 
the consumer focused, such as Monzo, the 
pandemic has been trickier to navigate as 
consumer behaviour changed suddenly 
and unexpectedly. Predicting where 
it goes from here remains incredibly 
difficult.”

While some brands may have been 
able to benefit from the disruption of 
2020, limitations to the digital-only neo 
bank model were exposed. Critically, 
the ability to diversify is becoming more 
important according to Tom Rich, business 
consultant at technology consultancy 
BJSS.

“Both [Monzo and Starling] have 
cemented themselves as major players 
in the UK banking scene and have been 
fundamental in showing how neo-banks 
can challenge high street banks,” says 
Rich. “That being said, we’ve also seen 

that they’re not infallible, and we should 
look to Starling’s successful focus on 
other revenue streams, particularly 
business banking, to see a way forward in 
the space.”

The importance of diversification has 
also been recognised by the management 
team at Starling Bank. A spokesperson 
from the bank, adds: “It’s fair to say that 
the changes in banking are only just 
beginning. We’re particularly enthusiastic 
about the possibilities offered by 
embedded finance, the integration of 
financial services into non-financial 
customer journeys and believe that 
Starling is well-placed to grab the 
opportunities arising from this.”

Oliver Prill, CEO of Tide, says the 
digital-only model allows neo banks to 
better support business customers with a 
wider array of services.

“Business owners need services that 
will help them to automate and streamline 
the full suite of financial admin,” reflects 
Prill. “[At Tide] a business bank account 
sits at the centre of the platform, with 
products and services highly connected 
to the account, and each other, to allow 
Tide members to carry out their financial 
admin needs, such as invoicing, expenses, 
accounting and payroll.

“With over 6 per cent  market share 
and international expansion underway, the 
model has been proven to be successful 
but will be built on and adapted to 
continue to cater to businesses’ changing 
needs.”

What now?
The success of digital-only neo banks 
has not gone unnoticed, with incumbents 
now trying to catch up. For example, 
Wall Street giant JP Morgan has just 
launched a digital bank in the UK. This will 

“Digital 
banks don’t 
have a 
monopoly on 
the customer 
experience, 
so can’t 
afford to get 
complacent.”

Sarah Kocianski, fintech expert,Founders Factory

“It’s fair to say 
that the changes in 
banking are only 
just beginning. 
We’re particularly 
enthusiastic about the 
possibilities offered 
by embedded finance 
and the integration 
of financial services 
into non-financial 
customer journeys.”
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Section 1: Alternative Lending In Europe

be served by a purpose-built customer 
contact centre in Edinburgh, with 400 
jobs already created. Rich is unsurprised 
by this move, or the scale of investment 
involved.

“Neo banks still lead the way, but 
with the assets incumbents have at their 
disposal focusing on acquisitions is a sure-
fire way to bridge the gap sooner rather 
than later,” he says.

The threat incumbents pose is clear. 
Many digital-only neo banks are still 
focusing on building scale. In contrast, 
incumbents already have customer 
numbers on their side and are prepared to 
invest heavily to protect market share.

Elliott Limb, chief customer officer 
at core banking platform Mambu, sees 
the UK marketplace as still open for 
competition. However, he feels the 
challenge is now upon neo banks to 
continue disrupting and build on their 
progress.

“Digital banks don’t have a monopoly on 
the customer experience, so can’t afford 
to get complacent,” says Limb. “The key to 
staying ahead is building for an uncertain 
future, streamlining operations and 
prioritising insights from customer data to 
deliver more personalised products and 
services.

“The challenge then is to sustain the 
momentum borne out of the pandemic to 
maintain a competitive edge, engaging 
with fintech partners to deliver solutions 
for the consumer of tomorrow.”

The focus on technological advantages 
means other emerging trends could 
come into the fold. Open banking is 
transforming how some organisations use 
information. Used correctly, it can allow 
an organisation to extract unprecedented 
value from customers’ data.

As digital natives, neo banks are well-
placed to capitalise on this technology, 
as Kocianski explains: “The broader open 
finance trend could have a significant 
impact on the digital-only banks as they 
are more likely to be able to find a way to 
benefit from access to customers’ data 
and/or the ability to move customers’ 
funds between different products than the 
incumbents.”

Within Europe, the UK is well-placed 
to support this kind of innovation within 
banking. Figures from Open Banking 
Excellence (OBE) show the UK now hosts 
325 regulated open banking providers, 
with around four million individuals and 
businesses using their services. Adoption 
hurdles still remain according to OBE co-
founder Helen Child.

“First, safety and security must 
be properly addressed,” she says. 
“Customers need to be better informed 
and taught about what open banking 
really is. Secondly, as open banking 

payments move from early adoption with 
increased functionality such as sweeping 
from current and savings account with 
Variable Recurring Payments, the need for 
consumer protection becomes ever more 
apparent.”

“With the continual investment into 
our innovative sector undoubtedly it will 
catalyse the adoption of open banking 
and open finance this will support better 
financial inclusion worldwide.

With a plethora of new fronts in the 
digital banking race now maturing into 
meaningful challenges to the original 
neo banking model, the challenges and 
competition for who owns the customer 
and what new features gain traction with 
customers is growing by the day.

With deeply well-funded incumbents 
like JP Morgan now readying to join the 
fray, the battleground is well and truly 
busier than ever.

It’s fair to say that the 
changes in banking are 
only just beginning. We’re 
particularly enthusiastic 
about the possibilities 
offered by embedded 
finance and the integration 
of financial services into 
non-financial customer 
journeys.”

Helen Child, Founder, 
Open Banking Excellence
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Section 2: The Path To Profits 

What Do The 
Numbers Say?
The pandemic prompted many firms operating within digital 
banking to speed up a push for profitability and sustainability.

Photo by Dziana Hasanbekava from Pexels

Digital banks in Europe, after years of 
focusing on payments and customer 

acquisition, have now realised that 
they need to work harder to be more 
sustainable businesses.

Moving on from the non-profitable 
business of offering deposits and debit 
cards to customers, many are now 
looking at ways to branch out. Monzo and 
Revolut have both recently announced 
that they will be moving into buy now pay 
later, for example.

“The core current account offering 
is not sustainable in isolation – bank 
accounts are low margin and have 
been largely commoditised,” said 
Nick Maynard, lead analyst at Juniper 
Research. “Restrictions on charges and 
overdraft fees have been difficult to deal 
with. However, banks are now realising 
that they need to offer more to their 
users to reach profitability – cross-selling 
is key. As such, we have seen digital-only 
banks expand their product lines and sign 
partnerships with third parties.”

A quick look at the financial statement 
of many of the top players proves 
Maynard’s point. Monzo, for example, 
saw £115m in pre-tax losses in 2020, 
although its revenue grew by 18 per cent 
to £66m, over the same period. Its global 
CEO said at the time that the digital bank 

is targeting profitability on an on-going 
basis in 2022.

At Revolut, loss before tax for the year 
ended 31 December 2020, was £207.9m, 
up from £107.7m in the previous year. 
This is despite an increase in revenue 
by 34 per cent to £222m. Almost a third 
of that came from the group’s trading 
platform. Despite ongoing losses, Revolut 
raised another $800m (£579m) in the 
summer from investors led by SoftBank 
and Tiger Global, valuing the company at 
$33bn.

Although the bank, like many of its 
peers, struggled through Covid-19, it 
also spent 2020 continuing to diversify 
its operations. For example, it started 
offering banking services and credit 
products to customers in Lithuania and 
Poland.

According to the chief executive’s 

statement, Revolut ended the year with 
two months of profitability.

“Our business incurs development 
and operating costs ahead of building 
recurring revenue streams from our 
customers; as a result, operating losses 
incurred in the early years create the 
foundation for profitable growth to 
follow,” it said in its results.

Revolut is not the only digital bank 
to offer lending services. Starling Bank 
in the UK and Bunq in the Netherlands 
also offer similar services. Meanwhile, 
Tandem, which previously only offered 
credit cards, completely changed its 
business model last year and has started 
focusing on offering savings accounts, 
mortgages and home improvement loans.

Aman Behzad, managing partner at 
corporate finance advisory firm Royal 
Park Partners, said: “When it comes to 

“Operating losses 
incurred in the early 
years create the 
foundation for profitable 
growth to follow.”

Monzo saw £115m 
in pre-tax losses in 
2020, although its 
revenue grew by 18 
per cent to £66m.
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Section 2: The Path To Profits 

banks and financial services, there are 
assets and liabilities. Assets are loans 
and credit, liabilities are deposits. [They] 
sit on all these liabilities but don’t have 
any assets. And so there was this big 
push into offering credit, that’s ultimately 
where you make your money. Payment 
facilitation and payments income that’s a 
race to the bottom.”

In Maynard’s opinion, the focus on 
achieving strong funding and using 
that to encourage user adoption is 
unsustainable in the longer term. “Banks 
will eventually need to turn a profit, as 
external funding will dry up. We have 
seen signs of digital-only banks becoming 
profitable, for example Starling Bank, 
so we believe it is likely that digital-only 
banks are successfully navigating these 
challenges,” he added.

According to Starling Bank’s latest 

financial statements, it increased its 
revenue by 600 per cent increase to 
£97.6m, with business accounts and 
lending driving the growth.

Although the bank still reported 
losses of £23.3m in the period between 
December 2019 and March 2021, this 
was a 55 per cent decrease from the 
£52.1m loss recorded in 2019. In addition, 
on a monthly basis, Starling has been 
profitable since October 2020, according 
to CEO Anne Boden.

In Behzad’s opinion, the banks that 
adapted early on have been standout 
winners in the world of digital banking. 
Bunq in the Netherlands is a good 
example, in his view.

The bank, which launched in 2012, 
began thinking of profitability and having 
a more sustainable business model early 
on, he said.

During 2020, bunq added Dutch 
residential mortgages as an asset class 
it invests in. The bank’s fee income grew 
from €8.6m (£7.3m) in 2019 to €18.5m in 
2020. Meanwhile, the investments in the 
mortgage portfolio helped grow interest 
income from €178,912 to €885,609 in 
2020.

In its latest financial statement, the 
bank said it is still investing in its future 
and as a result recorded a loss of €16.1m, 
up from €13.9m in 2019. However, the 
group added that it expects to break-even 
on a monthly basis in the “foreseeable 
future”.

Bunq also made an interesting 
acquisition this year, buying specialist 
business lender Capitalflow in Ireland, 
that will further diversify its business.

Despite digital banks like Revolut and 
N26 in Germany, offering more services 
to make their business more viable in the 
future, some question how much this will 
work.

Jeroen de Bel, founder and partner at 
consulting firm Fincog, said: “In general 
it’s an issue with digital banks of the first 
generation. They are built on the premise 
of doing something different, offering 
great experience, focused on customer 
value, for free or very low prices and 
typically centred around payment 
accounts and upselling or monetising 
subscriptions, or complementary 
services.”

He added: “But they really struggle in 
their business model. It’s too costly for 
them to acquire customers, customers 
are not active and their business model 
is not sustainable. Even though they are 
big names in the media to be great, and it 
gets high valuations, you

can really question what’s the value 
behind these loss making businesses the 
bigger they grow.”

In his view, those that focus on 
a particular niche, such as SME 
business banking or lending, can have 
a sustainable business model, without 
necessarily becoming the biggest player 
in digital banking.

For digital banks that were still 
focused on quick customer acquisition, 
many believe the pandemic served as a 
wake-up call. And entering areas like buy 
now pay later or mortgages is just the 
beginning in the quest for profitability.

“There was this big push 
into offering credit, that’s 
ultimately where you 
make your money. ”

Anne Boden, CEO, Starling Bank
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Section 3: Sponsored Content From Curinos

Healthy 
Competition
Open banking has evolved past being just about account aggregation and payment 
initiation. Banks need to keep a close eye on an increasingly competitive and forward-
looking ecosystem, with providers looking to better users’ financial wellbeing. 

Photo by Sergio Souza from Pexels

The mandating of variable recurring 
payments (VRPs) by the Competition 

and Markets Authority (CMA) will hugely 
accelerate open banking’s movement to 
open finance in the UK. 

From early 2022, the country’s 
nine biggest banks will need to have 
implemented VRPs, which will let users 
set rules for automatic sweeping between 
their own accounts within set parameters 
over a set period. 

It couldn’t have come at a better time. 
Consumers’ financial wellbeing pre and 
post pandemic could be poles apart, in 
terms of spending and savings patterns. 
Many more people are multi-banked now, 
and younger people are increasingly 
using different service providers for a 
variety of different things. Consumers 
could be looking to reset their finances in 

a potentially very complex environment. 
But providers are evolving in step. 

Money management tools and apps are 
becoming much more sophisticated, 
offering personalized insights and 
customized product offers. Smart saving 
tools, spending trend insights and daily 
account management is becoming much 
more refined. As banks and financial 
institutions evolve how they engage 
with customers, the new wave of open 
banking – open finance - in the UK 
could well be in the offing, and with it, 
increased competition. 

“We’re coming to the end of the 
implementation phase of open banking,” 
says Katie Chalmers, research manager 
at Curinos. “We’re starting to see a lot 
more interaction picking up between 
much more sophisticated tools.” 

Curinos provides ongoing analysis of 
online and mobile banking platforms, 
assessing user journeys, products, 
tools, and functions by banks and 
financial institutions. As part of that, the 
company’s Digital Banking Hub (DBH) 
team has developed an open banking 
monitor to survey the latest development. 

Over the course of the past year, DBH 
analysts have noted that many providers 
are targeting consumer’s financial health 
concerns as part of their open banking 
offerings. 

“Financial health and wellbeing is, and 
will increasingly be, a big thing,” says 
Chalmers. “I think the best tool is going 
to be the one with the greatest accuracy, 
and open banking technology brings that. 
To give someone an accurate assessment 
of their financial health, you need to be 

Source: The Digital Banking Hub 
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able to see all of their financial data.” 
Within that, billing and subscription 

management tools have become 
much more commonplace recently. 
Conceptually, it’s a straightforward but 
incredibly effective tool: the user can 
view, amend, or cancel a subscription 
or bill within the banking app, which in 
some cases now provides comparison 
and renegotiation tools. As part of 
the growing subscription economy, 
consumers need to have these types 
of insight and control of their everyday 
spending. More providers are realizing 
this. 

“Leading banks are providing services 
to take the work out of understanding 
everyday spend analysis and help people 
make better decisions around things they 
can struggle with - like household bill 
management,” says Chalmers. 

Credit where it’s due 
As spending patterns build into 
transaction data that can be analysed, 
banks are rationalizing the insights 
and allowing customers to make more 
of them. Consumers can now share 
details of everyday transactions – 
from payments of on-time and regular 
subscription services to council tax and 
other direct debits – to enhance credit 
scores. Experian launched such a service 
late in 2020, in which it pulls in non-
standard, open banking data to extend 
credit to consumers.  

Keebo, a credit card start-up set 
to launch in October, will apply open 
banking data to provide a personalized 

credit line to their customers. Using 
this kind of transaction data to help 
consumers become more financially 
healthy is an important evolution. 

“The next step will be making these 
tools more accessible, make credit more 
accessible,” says Chalmers. “We’re at 
the initial stages for this type of thing, 
but they’re important use cases for open 
banking.” 

As with the trend to become more 
financially healthy, providers have 
responded to an interest among 
consumers to offer more sustainably 
friendly banking insights. Both Bud (in 
partnership with Enfuce) and NatWest 
(with CoGo) have announced services 
whereby customers will be able to track 
how their spending impacts their carbon 
footprint and how to reduce or offset it. 
They aren’t the only providers in the area, 
and more are expected to follow.

“People want to live in a more 
responsible way and to use their money 
in a way that is more sustainable,” says 
Chalmers. “They want to track and 
identify the way they’re spending money 
and change their behavior in a way 
that’s actually meaningful and makes a 
difference.” 

As a mechanism for viewing how 
they’re spending or saving across 
accounts and financial products, open 
banking is the best way to facilitate 
behavioural change, she says. 

“Across a lot of these apps there’s 
a lot more emphasis on either pushing 
products that are green or sustainable, 
or at least giving people options to filter 

and search by green products. There 
are quite a few carbon tracking apps 
popping up. That’ll only continue as 
consumers become increasingly carbon-
sensitive.”

With the proliferation of money 
management tools, the growth of green 
services, innovations within payments 
and VRPs’ potential, open banking looks 
like it could be on its way to fulfilling it’s 
potential. In May of this year, the number 
of successful payment initiations made 
by third party providers using account 
provide rs’ Open Banking APIs breached 
1.8m for the first time.  

As payment volumes grow, so too the 
narrative evolves: we’re now at a critical 
point at which there are real money 
saving functionalities on offer that are 
changing the way consumers work with 
their finances. For banks and financial 
institutions, these functionalities can 
no longer be considered unique extras 
offered by critical adapters. This is now 
mainstream banking. 

It could take some time for consumers 
to realize the benefits that VRPs and 
sweeping can bring with them, such 
as smart overdrafts, and smarter 
savings tools. While awareness grows 
though, these tools will become more 
sophisticated as artificial intelligence 
and other technologies become more 
prevalent. Consumers could end up with 
increasingly healthy financial wellbeing, 
and providers must keep a close eye as 
the market moves.

Use of digital channels continues to increase, partcularly for mobile banking
[% change on previous year]

CA holders 
using digital 

channels

CA holders 
using mobile 

channel

mobile login 
frequency

mobile 
transaction 
frequency

10%

10%
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Navigate Today. Anticipate Tomorrow.

Learn more about how we can support you to optimise performance, contact:  
sales@curinos.com or visit curinos.com

AT CURINOS, WE ARE 
DATA-DRIVEN...

Stay ahead of the curve with proven 
solutions designed to help you attract, 

retain and grow more profitable 
customer relationships.

We will help you understand and enhance:
• Market share & channel strategy

• Marketing efficiency

• Customer journey

• Customer value

• Customer servicing

Gain a competitive advantage with Curinos, a leading 
provider of data, technologies and insights across 

Financial Services and Insurance
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Section 4: Consumer Attitudes to Digital Banking 

Shifting Sands 
A selection of top-level findings from the Opinium and AltFi 
Digital Banking Study 2021, which surveyed a nationally 
representative sample of 2,000 UK adults.

Every facet of our lives is being 
digitally rewired, a long-term trend 
that has been accelerated during 

the pandemic by fintech start-ups. 
When it comes to banking and money, 

however, what do consumers think? Are 
they happy with the move away from 
analogue systems such as cash and bank 
branches? How does the fintech trend 
look from the outside looking in?

To bring some clarity to the debate, 
AltFi teamed up with Opinium for the 
second year in a row to poll a nationally 
representative sample of c.2,000 UK 
adults on their attitudes towards the 
digitalisation of financial services, 
banking and money.  

Going Digital?
There has certainly been a huge increase 
in interest in all things digital during the 
pandemic but the proportion of those 
surveyed who have their main bank 
account with a digital bank – namely 
Starling Bank, Monzo and Revolut – has 
actually remained relatively stable on 
3 per cent since we polled the same 
number of people this time last year. 

In fact, half (49 per cent) still have 
their main bank account with one of the 
four largest banks: HSBC (13 per cent), 
Barclays (12 per cent), Lloyds (12 per 
cent), and Santander (12 per cent).

While 22 per cent have a digital only 
bank account, up from 17 per cent last 
year, a small number (3 per cent) say that 
their main bank account is with a digital 
only bank, Alexa Nightingale, research 
director at Opinium says.

These digital-only bank accounts are 
most commonly with Monzo (40 per 

cent, up slightly from 38 per cent), but 
the brands with the biggest gains are 
Starling (37 per cent, up from 22 per 
cent) and Revolut (32 per cent, up from 
23 per cent).

While take up of digital-only bank 
accounts is significantly up, its owners 
use it less commonly. Only a fifth of 2021 
owners use it all the time, compared to 
26 per cent of 2020 users. Interesting 
open banking seems to be gaining 
traction, particularly among younger 
people as part of the growth of digital 
banking, suggesting this could be a fertile 
area of growth. 

Just less than a fifth (17 per cent) of 
UK adults use apps that bring together 
more than one bank account from 
different banks into a single screen, 
including a third (32 per cent) of those 
aged 18 to 34. However, only 6 per cent of 
those aged 55 and over do this.

Trust
Trust is still a big hurdle for neobanks. 
Large banks remain much more trusted 
than digital banks to keep money safe (64 
per cent vs 33 per cent respectively). On 
the other hand, the gap between large 
banks and digital banks to provide good 
value lending products is noticeably 
lower (45 per cent vs 31 per cent 
respectively). 

“Despite the large gaps that remain, 
trust in banks in general seems to have 
increased this year, with 26 per cent 
saying their trust in digital banks has 
improved in the last 12 months, while 23 
per cent say the same about large banks, 
Nightingale said.

A third (32 per cent) of UK adults 
would trust a digital bank (i.e. one with 
no physical branches) with their earnings 
or savings, up from 27 per cent. However, 
the proportion who remain distrustful 

“While take-up of digital 
banks may be on the 
increase this does not mean 
they are becoming the main 
financial products used.”
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of them remain stable at 25 per cent 
(compared to 26 per cent last year). 

Financial Health
The pandemic prompted many changes 
to people’s financial lives with 
hardship increasing for many. A third 
(34 per cent) of UK adults, however, 

say that their financial situation has 
improved over the last 12 months, 
up from a fifth (21 per cent) from 
this point last year. By comparison, 
the proportion who have seen their 
finances negatively impacted dropped 
from 35 per cent last year to 27 per 
cent this year.

Increasingly though more people 
are dropping cash. The use of cash has 
declined over the last 12 months, with 
the proportion saying they use cash all 
or most of the time dropping from 32 
per cent to 21 per cent. However, the 
proportion who say they never use it 
remains more or less unchanged on 
95 per cent, suggesting although use 
of it might not be common, the vast 
majority of us resort to using it at 
some point.

While you might expect that to mean 
all forms of digital money management 
are booming the proportion who use 
Apple Pay/Google Pay to pay for day-
to-day purchases all or most of the 
time has dropped from 19 per cent to 
15 per cent, despite the proportion 
using it at all has increased slightly 
from 36 per cent to 39 per cent.

A Big Tech Takeover?
Trust level in tech brands that are not 
traditionally based in financial services 
remains almost unchanged form last 
year, while banks (digital or otherwise) 
have seen trust in them increase.

Large technology companies such as 
Google, Facebook, Amazon, or Apple, 
remain distrusted. Only 18 per cent trust 
these types of companies to provide them 
with digital only banking products, the 
same as last year. The proportion who 
distrusts trust them are 41 per cent is 
actually up from 39 per cent last year.

A third (34 per cent) would consider 
using financial products such as loans/
payments/bank accounts if they are 
provided by non-financial high street 
firms. However,45 per cent would not 
consider these.

Just over a fifth (22 per cent) would 
consider using financial products such 
as loans/payments/bank accounts if 
provided by big tech firms (e.g. Uber, 
Amazon or Netflix), while 60 per cent 
would not. 

This is up slightly from 18 per cent 
that would consider it last year, when 66 
per cent would not. 

A fifth (20 per cent) would consider 
paying for a monthly/annual scription 
to a digital-only financial services (from 
providers like Monzo or Revolut) if it 
provided unique features that traditional 
banks could not offer. However, 63 per 
cent would not.

Section 4: Consumer Attitudes To Digital Banking 

Alexa Nightingale, research director, Opinium

(Digital-only account owners)
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Aug 2020 26%

Aug 2021

32% 29% 10% 3%

20% 19% 32% 22% 6%

Use of digital-only bank accounts
(Digital-only bank account holders)

All the time Most of the time Occasionally Rarely Never

Statements agreed with by UK consumers

Aug 2020 Aug 2021

It is important for me to be able to speak to my bank's 
customer services representative over the phone.

59%
66%

57%
64%

55%
57%

38%
45%

29%
33%

24%
31%

22%
26%

21%
23%

I trust large banks such as HSBC and 
Lloyds to keep my money safe

It is important for me to be able to go to a bank 
branch for my main account

I trust large banks such as HSBC and Lloyds will provide me with 
good value lending products

I trust digital banks like Monzo, Starling and 
Revolut to keep my money safe

I trust digital banks like Monzo, Starling and Revolut will provide 
me with good value lending products

My trust in digital banks like Monzo, Starling and Revolut has 
improved in the past 12 months

My trust in large banks like HSBC and Lloyds has 
improved in the past 12 months

Aug 2020 3%

Aug 2021

18% 40% 25% 10%

8% 25% 35% 20% 7%

Improved a lot Improved a little Not changed Worsened a little Worsened a lot

Source: AltFi/Opinium  Digital Banking Study 2021
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Section 5: Digital Banking Study 2021 

Digital Banking’s 
Big Numbers
-

4 million vs 
5 million

£61.2m 
vs £3.2m

$33bn 

300

$55bn

3

89%

1.6% 

-£36m

1 in 4

5

918,000 vs 
516,000 

Monzo’s customers for 2020 compared 
to its forecast for the full year 2021.

Starling Bank’s revenue generated from lending 
interest in 2020 compared with 2019.

The number of downloads of the Monzo app 
in Q3 2021 compared with Q3 2020.

Revolut’s valuation following its latest $800m 
series E fundraise, which makes it the UK’s 
most valuable fintech company.

The approximate number of 
neobanks worldwide.

The number of UK neobanks that are 
launching BNPL propositions in 2021.

The rumoured valuation of Brazilian 
neobank Nubank in its upcoming Initial 
Public Offering (IPO)

Starling Bank’s approval rating among 
its business banking customers.

Monzo’s share of the UK 
SME banking market.

Atom Bank’s loss for the year up 
to 31 March, down from £46m in 
the same period in 2020.

The proportion of banking customers likely 
to move banks over ESG (Environmental, 
Social and Governance) issues.

The number of years two-thirds 
of banking excecutives believe 
until we will see the end of branch 
based banking.

Source: Kiril Dobrev on Unsplash.



17

Section 5: Digital Banking Study 2021 

General trust in banks does not translate to non- traditional brands

TRUST LEVEL AUG 2021

39% 40%

40% 39%

37% 38%

37% 38%

32% 37%

35% 37%

22% 25%

23% 22%

19% 19%

20% 19%

15% 14%

Microsoft  

Amazon

Apple

Samsung

Goldman Sachs

Google

Tesla

LinkedIn

Facebook

Instagram

TikTok

Aug 2020 9%

Aug 2021

23% 40% 24% 4%

6% 15% 41% 33% 5%

Use of cash

All the time Most of the time Occasionally Rarely Never

Aug 2020 6%

Aug 2021

13% 10% 8% 64%

6% 9% 12% 11% 61%

Apple or Google Pay

All the time Most of the time Occasionally Rarely Never

Sources: AltFi research, CMA, Apptopia, Pitchbook, Companies House, Kearney, Temenos, Opinium.

AUG 2020
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Section 6: Open Banking 

The Start Of The 
Hockey Stick
Covid-19 shone a light on the innovative potential of open banking, 
but where is it headed next as adoption booms?

Less than four years ago very few 
understood open banking and 

probably had not even heard of it. But, 
now years down the line more and more 
of us are adopting it into our everyday 
lives. Nearly four million people in the UK 
use open banking to make their financial 
lives easier, so it begs the question: are 
we at the start of the hockey stick of 
adoption with substantial growth ahead? 

Open banking’s main aim is to make 
the financial industry more transparent 
and fairer, with most fintechs utilising 
the technology to their advantage and 
incumbents following suit. Following the 
implementation of the Second Payments 
Service Directive (PSD2), in January 
2018, we’ve seen open banking-focussed 
fintechs come out of the woodwork, big 
financial institutions adopt the ground 
breaking technology and everyday 
consumers begin to embrace open 
banking.  

From Zero To One 
All the way back in January 2018, Yolt 
Technology Services (YTS) was the 
first third-party provider to make an 
open banking API call under freshly 
implemented PSD2. Since then, the 
financial API provider has made over one 
billion API calls and makes roughly 26m 
API calls on a weekly basis and with open 
banking adoption on the rise, there’s no 
doubt it’s set to increase. 

“The UK’s Open Banking ecosystem 
is growing quickly: the number of open 
banking service users doubled during the 
first eight months of 2020 to reach two 
million; and is now growing at a rate of 
roughly one million new users every six 

months, according to the Open Banking 
Implementation Entity (OBIE),” Leon Muis, 
chief business officer at YTS said. 

“It is certain that open banking will 
be embedded in a multitude of more 
products and services going forward, 
so it is fair to say we are at the start 
of the hockey stick of adoption. For the 
hockey stick to really commence, more 
businesses need to offer it, and there 
needs to be some broader education on 
the benefits for consumers,” he added.   

A Pandemic Boost 
Just like many areas of finance, open 
banking benefitted from the Covid-19 
pandemic. As countries were locked 
down, many consumers turned to digital, 
app-based financial services to access 
their money and with that came a boost 
to open banking adoption. 

“The adoption of new digital habits 
and a dramatic movement toward online 
channels during the pandemic has 
further accelerated open banking,” Adam 
Jackson, director of policy at Innovate 
Finance, said. “With so much more of 

their lives spent online, both consumers 
and SMEs became much more open to 
fintech apps and other non-traditional 
financial products and services.” 

To mark the third birthday of PSD2 in 
January 2021, the OBIE posted a wealth 
of updates to mark the anniversary, 
including new data showing how open 
banking’s API call volume has risen from 
66.8m in 2018 to over 5bn calls in 2020. 
Open Banking payments have been a 
particular source of growth, with 3.4m 
made in 2020 versus just 320,000 in 2018, 
and it’s only set to rise even further—a 
trend that can largely be attributed to the 

Leon Muis, 
chief business officer at YTS

“It is fair 
to say we 
are at the 
start of 
the hockey 
stick of 
adoption.”

Photo by Lukas from Pexels
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shift to digital during the pandemic. 
“International developments have 

signalled an industry shift towards 
making open banking and open finance 
more accessible,” Beardmore added. “The 
proposed acquisition of Tink, for example, 
by payments giant Visa was a validation 
of open banking’s growing importance 
and success in different markets. Around 
the world, we see the technology slowly 
becoming a banking staple in Australia 
and Brazil, while also observing calls for 
change in the banking sectors of Israel, 
Hong Kong, Mexico, Canada, and the US 
to allow for its implementation.  

Visa’s acquisition of Tink—after 
the plug was pulled on Tink’s rival 
Plaid—signals just how much giant 
financial firms believe in the staying 
power of open banking and its ability 
to positively impact finance on a global 
scale. Speaking of the international open 
banking landscape... 

The UK Vs Europe 
Despite PSD2 being a European directive, 
the UK is strides ahead of its European 
neighbours when it comes to open 
banking adoption. In fact, if you needed 
any indication of the most apparent 
difference between Europe and the UK 
when it comes to open banking, it would 
be that many European countries have 
only just adopted open banking, most 
through fintech product launches. For 
instance, dream open banking team 
Revolut and TrueLayer brought open 
banking to four European countries 

in the last six months. With the help 
of TrueLayer, Revolut has introduced 
open banking to Germany, Italy, France 
and Ireland and plans to deepen its 
involvement in Europe even further into 
2021.  

“The UK is 12 months or so ahead of 
Europe on open banking,” Jack Wilson, 
head of policy and regulatory affairs at 
TrueLayer, said. “This is largely because 
the UK had a competition initiative to 
develop a common API standard running 
at the same time as the implementation 
of PSD2. That resulted in mandatory 
open banking standards being used 
to implement PSD2 by the 9 largest 
banks, overseen and monitored by an 
independent body, with oversight powers, 
the Open Banking Implementation Entity 
(OBIE).” 

 David Beardmore, ecosystem 
development director at the OBIE, agreed 
with this sentiment, saying that financial 
API firms in the EU are “about 12-18 
months behind their UK counterparts.” 
Beardmore also revealed that “there are 
more fintechs in the OBIE ecosystem than 
in all of Europe combined,” highlighting 
even further the difference between 
the UK and Europe’s open banking 
ecosystem. 

There are many factors as to why open 
banking just hasn’t made the same dent 
in Europe as it has here, no less because 
the UK was more open to accepting 
open banking right out the gate and had 
a more forgiving regulatory landscape. 
The UK is so far ahead of its European 
neighbours because the nine largest 
banks in the UK already had APIs in 
place in January 2018, while banks on the 
Continent didn’t have them in place until 
September 2019, largely down to the 
different regulation in Europe. 

The proof is in the 
numbers. 
Consumers are more willing to try 
new ways of banking, largely thanks 
to fintech, and open banking is one of 
those technologies ready and willing to 
be snapped up. In such a short space of 
time, open banking has made a dent on 
the world of finance and the best is yet 
to come. 

Adam Jackson, 
director of policy at Innovate Finance

Jack Wilson, 
head of policy and regulatory 

affairs at TrueLayer
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Section 7: Sponsored Content From Q2 

“We Want To 
Work Together 
As One Bank”
How specialist lender Shawbrook leveraged tech to emerge from 
the pandemic stronger and faster. Source: Alex Tai on Unsplash.

Shawbrook Bank is best known for 
being a specialist lender, providing 
finance to small and medium-sized 

enterprises across the UK – including 
property developers and professional 
investors - but its business also spans 
consumer markets including personal 
loans and deposits. The bank prides itself, 
says Stuart Doignie, Head of Fintech 
Strategy, on its “deep-rooted specialism” 
and the time it takes to understand its 
customers in detail.

When the pandemic hit, Shawbrook 
was already investing in a number of 
technology programs and had recently 
partnered with Q2. Across the wider 
sector, banks mobilised teams and 
re-directed resources to support their 
customers, institute workarounds 
for secure home-working, secure 
accreditation for various government-
backed loan schemes and adapt to the 
unprecedented impact of Covid 19. 

Shawbrook was no different, but it 
also committed to forge ahead with its 

tech strategy as the pandemic threw into 
sharp focus the need for an adaptable, 
agile and scalable service proposition 
that technology can enable.

Delivering impact with 
tech
Doignie describes how the bank’s vision 
for a truly tech-enabled future led the 
decision to keep going. “Technology 
transformation for us isn’t about cutting 
costs, or people. It’s about driving growth 
by scaling-up and creating capacity – or, 
to put more simply, to be able to serve 
more customers.” 

So Shawbrook listened to their 
customers and decided that the 
technology they were planning to embed 
could help them deliver specialist funding 
to more UK businesses, more simply and 
faster – without sacrificing the personal 
service and the specialist knowledge 
delivered by its people.

Ultimately, Shawbrook and Q2 are 
embedding transformational technology 
- digitally. “We were on video calls every 
day, on instant messaging, everything. It 
was relentless,” says Doignie. “We had 
no war room and delivery ended up being 
totally remote. But it’s working.”

Shawbrook has a clear vision to 

“Technology transformation for us 
isn’t about cutting costs, or people.”
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differentiate itself from the competition. 
“So much technology is about ruthless 

efficiency, which can often take the 
corners off a specialist proposition 
like ours – it can dilute your source of 
differentiation if you’re not careful,” 
says Doignie, “but for us, the technology 
was about ensuring that we actually 
amplify what makes us different and 
successful – the specialist nature of what 
we do, which effectively means using 
technology to ensure we’re not working 
in silos. We don’t want to solve problems 
independently in one section of the 
business. We want to work together as a 
bank.” 

For Shawbrook, the pandemic was a 
period for them to continue developing 
their competitive edge and, as Doignie 
says, “come out on the front foot, and 
come out stronger.”

Seamless consistency
Q2’s technology, says Doignie, enables 
communication across teams. The bank 
plans to use Q2 Originate across all 
lines of business finance, and Q2 Loan 
servicing across a range of non-asset 
finance lending – from development 
finance to unitranche. 

The platform, says Doignie, “means 
that everyone can access the same 
information and work through the same 
processes.” This will not only deliver a 
consistency of approach - what Doignie 

calls the “seamless experience” - but 
also means that Shawbrook can continue 
opening more channels.

“A key reason for this technology is 
because our customers are demanding 
access to digital products through a 
variety of sources – whether that’s 
through their broker, for example, or 
direct via our digital channels or even 
via third parties in the future, from their 
accountancy package to their cashflow 
management tools.” 

“Part of the value of Q2’s technology 
for us is that it’s product-agnostic, which 
means everyone in the bank can see and 
respond to what clients and customers’ 
need based on the data we have on them 
and the APIs and marketplaces we can 
integrate into our system through the 
front-end. You don’t have to pick up the 
phone or send an email - it’s all there.”

 
New opportunities 
enabled
Doignie emphasises the benefits of the 
system are such that it can handle both 
the higher volume lower size business 
as well as the larger and more complex 
lending that Shawbrook offers.  

“We’re very future-focused,” he 
says, “we want to do more, and better 
business and technology is at the heart 
of that.” 

He goes on to explain, “lots of 

technology is about doing something 
quicker - and we absolutely have the 
ambition to reduce ‘time to yes’. But we 
also want to be there for our customers, 
service them better, seamlessly, and with 
consistency end-to-end. That’s what the 
Q2 lending products bring - they help you 
to understand the time to engage, and the 
channel of engagement.”

Shawbrook feels now like it’s “at 
the forefront on technology within the 
specialist lending sector” and is looking 
at both significantly scaling its asset 
finance business and making credit 
decisions in a matter of hours, not days 
- both possible, says Doignie, with Q2’s 
technology.

“We didn’t stop during the pandemic, 
but kept up the pace of change.” says 
Doignie. “With our sector knowledge and 
this technology, we can pinpoint products 
for customers, unlock growth engines for 
the business, and ultimately be a better 
lender - we’re forging ahead at an even 
faster pace, not getting left behind.”

“So much technology is about 
ruthless efficiency, which can often 
take the corners off a specialist 
proposition like ours – it can dilute 
your source of differentiation if 
you’re not careful,”
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Most importantly, Q2 listens to and innovates for you—meaning you  
can continue to attain profitable growth. Learn more about Q2 and our 
lending solutions.

Contact us at eu.q2.com/altfi

Q2 works with specialist and alternative finance lenders looking for scalable and speedy loan  
origination growth. We can help your business forge ahead and grow your lending capabilities 
by transforming manual processes through automation and by bringing your customers a quick, 
intuitive borrowing process and your staff seamless decisioning and compliance. 

Here is what you can expect with Q2: 

Unified loan operations, 

from application, onboarding 

to servicing and collections

Tested, proven UX for  

better borrower and  

staff experiences 

Process applications  

and make decisions in 

minutes, not days

Robust, useful  

data analytics  

and reporting 

Align your Lending 
Business with Q2 and 

Accelerate
 Growth
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BNPL, Embedded 
Finance & BaaS 
Although the terms ‘embedded finance’, ‘banking-as-a-service’ and 
‘buy now, pay later’ seem to be everywhere these days, the sector 
is still in its infancy and could be set for exponential growth for 
years to come. 

Pexels

The world of financial technology is 
undergoing significant and rapid 

change, with new disruptors emerging 
every day. And the rise of one market 
in particular – embedded finance – is 
expected to completely alter how people 
think about accessing financial products. 
Could it leave neobanks – once seen as 
the original innovators – in the dust? 

Put simply, embedded finance allows 
non-financial businesses to integrate 
financial services into their product 
offering. This can be through something 
as simple as offering payments services 
and all the way through to providing 
credit, as in buy-now-pay-later (BNPL). 
It opens up the opportunity for a wide 
range of businesses to expand their 
product range and increase the number 
of avenues for revenue generation at a 
fraction of the cost. 

For example, with banking-as-a-
service, financial service providers can 
save up to 95% of a typical customer 
acquisition cost, according to a report 
from Oliver Wyman. 

And in addition to creating new 
revenue streams for businesses, offering 
financial products can also strengthen a 
business’ relationship with its customers 
by promoting brand loyalty. 

At its infancy 
Although the terms ‘embedded finance’, 
‘banking-as-a-service’ and ‘buy now, 

pay later’ seem to be everywhere these 
days, the sector is still in its infancy. But 
for many, it presents one of the greatest 
investment opportunities in fintech, 
with some estimates suggesting that 
companies offering these services will be 
worth more than $7tn by 2030. 

“We’re at the very beginning of that 
transformation and the development 
of embedded finance,” said Iana 
Dimitrova, CEO of OpenPayd, a UK-based 
BaaS provider. “We have seen a very 
small portion of the opportunities and 
capabilities. People are focusing on the 
integration of payments, but embedded 
finance is much broader than that. It 
can be asset management or insurance, 
integrated in any retail marketplace.” 

Currently, the embedded finance 

market is worth $43bn, according to 
Juniper Research. And its set to continue 
to grow. 

According to a survey of executives in 
the UK and Europe OpenPayd conducted, 
that is due to be published in the coming 
months, 73 per cent of respondents said 
their brand plans to launch embedded 
financial services within the next two 
years. 

“We’re at the very 
beginning of that 
transformation and 
the development of 
embedded finance,”

Estimates suggest 
that companies 
offering these services 
will be worth more 
than $7tn by 2030. 
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Threat to neobanks 
For Perry Blacher, partner at venture 
capital firm Augmentum, the rise of 
embedded finance companies creates a 
potential threat for neobanks like Monzo 
or Revolut, whose core business was 
payments and who are now forced to 
move into more complex areas such as 
credit in an effort to generate profits. 

“Ultimately people are trying to build 
a relationships with the customer and 
get the greatest value from that,” Blacher 
said. “The banking-as-a-service guys 
exponentially increased the potential for 
the market to do that. If they take the 
regulatory burden and the infrastructure 
out of the hands of someone with a 
customer relationship, then anyone can 

bank the consumer without taking on the 
overheads.” 

He added: “The neobanks start taking 
on the regulatory burden of being a 
bank, putting them in a somewhat harder 
position to innovate and move into these 
[new] categories than some of these 
coming from lighter regulated financial 
services,” he added. 

For OpenPayd’s Dimitrova, rather than 
a competitor, neobanks can be seen as a 
client, however. “We can actually power a 
neobank,” she said. 

And although currently the market 
is not the subject of strict regulation, 
she thinks in the future that will be the 
biggest challenge for businesses like 
OpenPayd. 

“The main challenge is probably going 
to be regulation, and the protection of the 
consumer in that constant drive for fully 
integrated and seamless experience,” she 
said.  

“The ease is getting higher but also 
the risk of the consumer for taking an 
insurance or loan that’s not at their best 
interest is increasing. Historically there 
was a challenge in terms of technology 
but PSD2 and open banking facilitated 
all those, so the tech is advancing. 
The question is do we need additional 
regulation to ensure those embedded 
solutions and services place the interest 
of the customer at the centre.” 

Moving beyond individual 
consumers 
A lot of the embedded finance 
partnerships or buy now pay later 
services have so far focused on individual 
consumers. Augmentum’s Blacher thinks 
that as many companies become fintechs 
they will also move beyond just the 
consumer. It’s already started happening 
with fintechs like Strip offering embedded 
business banking to small and medium 
companies. 

Another such company is Liberis. 
The UK-based group provides revenue-
based financing for small businesses. It 
partners with companies like Klarna and 
Worldpay. 

“We’re at the very 
beginning of that 
transformation and 
the development of 
embedded finance.”

Iana Dimitrova, CEO of OpenPayd
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Embedded finance allows companies that are not in the financial sector – such as a retailer - to provide financial 
services, like lending or payments, to their customers. Through the use of technology, financial services are 
seamlessly integrated into a business. An example is Uber’s bank account and debit card that it rolled out for its 
drivers. Examples include Anyfin and Liberis. 

Banking as a service is a way of offering banking services without having to build your own bank. Companies that 
offer banking as a service can sell different banking functions, through application programming interfaces (APIs), 
to non-financial companies. This means, the non-financial company can start offering services to its customers 
such as currency exchange, money transfers or even deposit accounts. Examples include Treezor and RailsBank. 

BNPL is a form of short-term financing that lets consumers make purchases but pay for those at a 
later date. The consumer can split the payments over several months. While it is similar to credit 
cards, BNPL plans typically do not charge interest, or have an interest-free period. The loans are 
offered at the point of sale. Examples include Klarna and Afterpay. 

Liberis can either provider the 
platform for businesses to offer loans to 
their customers or for groups that don’t 
want to have debt on their balance sheets 
it also provides the financing. 

“We use the data from our partners 
which is transaction data, behavioural 
data, individual company data,” Liberis 
CEO Rob Straathof explained.  

“The big opportunity is people don’t 
have to apply funding anymore, we are 
democratising the access to finance. Also, 
the speed of funding isn’t three days, it’s 
instant, we can access the data and give 
you the cash. And over time whilst you 
are using this type of funding you can 
grow your company and become eligible 
for more funding.” 

Companies like Liberis will be crucial 
in closing the financing gap for SMEs, 
particularly following the Covid-19 
pandemic, which has exacerbated 
issues around access to loans for small 
businesses. 

“If you look at small businesses the 
major misunderstanding is that a lot get 
funded by banks. A lot get funded by 
personal cash, credit cards, friends and 

family,” Straathof said.  
“Our main competitors, where we’re 

taking lending volumes away from 
are those three areas. You have the 
alternative finance companies that are 
skyrocketing post pandemic and then you 
have companies that go direct to market 
with a big brand name. We approach it 
through partnership platforms.” 

According to a survey conducted by 
MBH Corporation, around one in three 
SMEs want to borrow to fund their 

growth plans, and around 40% believe 
applying for funding will become more 
difficult over the next three years. 

In Blacher’s opinion, the action in 
the last three years has been in the 
area of infrastructure provision but 
there is still room for further growth 
as people continue to work out the 
right business models. And in the end, 
while not everyone wants to become a 
fintech company, many businesses will 
eventually turn into one.  

What is...Embedded Finance?

What is... Banking-as-a-Service?  

What is... Buy Now, Pay Later? 

“Estimates suggest 
that companies offering 
these services will be 
worth more than $7tn 
by 2030.”
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Driving The 
Recovery
With the UK having fully exited pandemic restrictions, all eyes are 
on the economy as it begins to recover. SMEs form a vital part of 
this, but to what extent are they receiving the banking services 
they require during this period? 

Photo by Artem Podrez from Pexels

For much of 2020, UK SMEs were 
trying to survive amid the pandemic, 

but with the virus receding in 2021 
there is now a chance for some to begin 
rebuilding and potentially thrive again. 
Nevertheless, many SMEs are still 
recovering from a challenging 18 months 
marked by lockdowns and lingering 
uncertainty. 

Fintechs and neo banks have played a 
crucial role once again this year, stepping 
in to provide not just funding, but other 
products and services that meet the 
varied and often short-term needs of 
SMEs. 

SMEs themselves have continued to 
prove how vital they are to the UK’s post-
pandemic economic recovery. According 
to the Federation of Small Businesses, 
5.8 million small companies make up 99.3 
per cent of all private sector businesses. 

For many alternative lenders, the UK 
government’s Coronavirus Business 
Interruption Scheme (CBILS) and Bounce 
Back Loan Scheme (BBLS) provided them 
with a foothold in the SME lending market 
last year, enabling them to build on that 
market position in 2021. 

Accountancy and business advisory 
firm BDO LLP reported in August this 
year that lending by UK challenger banks 
reached a record £143bn in 2020, 11 
per cent higher than the previous year’s 
£128bn. 

BDO saw business lending by 
challenger banks climb 26 per cent over 

the past year, from £12.2bn to £15.5bn, 
meaning that lending to SMEs accounted 
for 11 per cent of challenger banks’ total 
loan book, up from 9.5 per cent in the 
previous year. 

Elliott Limb, chief customer officer 
at Mambu, explains that the pandemic 
last year resulted in a “sudden drop” 
in business revenues, creating “acute 
liquidity shortages [and] threatening the 
survival of many viable companies”. 

However, Limb adds: “With almost all 
pandemic restrictions having been lifted 
in the UK, we will see businesses move 
away from focusing primarily on survival 
to growth.” 

“As such, SME demand for finance will 
increase, and many of them will turn to 
agile neobanks that can cater to their 
specific needs.” 

Neobanks: in the red? 
This masks the fact that many neobanks 
offering SME accounts have still 
struggled to make their own numbers 
add up and turn losses into profits, 
even as they grew business customer 
numbers. 

Starling Bank reported a rise in 
revenues for the 16 months to 31 
March 2021, to £97.6m but this failed 
to translate into profits, having booked 
a loss after tax of £23.3m, down from 
£52.1m the previous year. Yet over that 
period, the digital bank reached 374,000 
business accounts, up from 180,000 
last year, putting its target 6.7 per cent 
market share of SME customers within 
reach. 

Monzo revealed in July that its 
losses have actually increased, rising to 
£129.7m for the year ended 28 February 

“Lending by UK 
challenger banks reached 
a record £143bn in 2020.” 
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2021, up from £113.8m in the same 
period in 2020. However, both revenues 
and customer deposits rose, and the 
bank has clocked up more than 770,000 
business customers. 

Revolut has become one of the biggest 
business banking fintechs, and in its 
2020 results published in June this year, 
revealed it has nearly 500,000 SMEs as 
business customers. Like Monzo and 
Starling Bank, it too reported a loss even 
as annual revenues soared 57 per cent, 
with losses mounting to £168m for 2020, 
compared to £107m in 2019. 

Atom Bank bucked the trend 
somewhat, given that it announced 
its first operating profit early in 2021. 
However, in its annual results for the 
year to 31 March 2021, the digital bank 

revealed a reduced operating loss of 
£36m, down from £46m in the previous 
financial year. 

Having been accredited through CBILS, 
Atom Bank is set to have lent £1bn 
to SMEs by September 2021. Its SME 
lending commitment was also helped 
by a partnership with Funding Circle, 
announced in May 2021, to help deploy 
£300m of new funding to SMEs. 
Standing out from the crowd 
Mambu’s Limb points out that some 
lenders have achieved profitability 
though. “OakNorth is a good 
example, as it lent £1.1bn to SMEs in 
2020 and increased its profits to £78m,” 
he explains. 

“Moreover, before the official go-live in 
January 2021, UK-based Recognise Bank 

saw over £333m worth of enquiries, and 
the bank’s goal is to underwrite around 
£250m in new loans, spread across all of 
its product lines before March 2022.” 

Digital banks are also being 
recognised among SMEs for their service 
levels. 

A survey carried out by BVA BDRC 
and published by the Competition and 
Markets Authority in August this year 
asked SME customers with business 
current accounts about the quality of 
services from providers. 

Starling Bank came top for SME 
overdraft and loan services, and was 
ranked highest for overall service quality. 

Oliver Prill, CEO of Tide, says: “One of 
the things we’ve seen on the provider 
side is that people are starting to pursue 

Oliver Prill, CEO of Tide

“With almost all pandemic 
restrictions having been lifted in 
the UK, we will see businesses 
move away from focusing 
primarily on survival to growth.”
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very different models. 
“The big banks are definitely pursuing 

a hybrid model, so they do offer certain 
online services and so on. Starling 

seems to be pursuing a neo-universal 
bank strategy, they focus very strongly 
on lending and offering a new universal 
banking experience. 

“Tide always had a strategy of being 
a business financial platform. We are 
actually in finance and admin, so we 
focus a lot more on expense solutions, 
invoicing and other financial admin, not 
just the banking side.” 

“In the end, that’s really good news 
for SMEs because that means that for the 
first time in history they have genuine 
choice,” adds Prill. 
Aligning interests through partnerships 
A trend that has taken hold this year is 
alternative lenders increasingly forming 
partnerships with neobanks. 
This is a key part of Allica Bank’s plans, 
as evidenced in March this year when it 
announced a partnership with peer-to-
peer lending platform Landbay. 

Chief product and strategy officer at 
Allica Bank, Conrad Ford, says: “The logic 
for partnerships between challenger 
banks and non-bank lenders can be 
compelling, so long as interests are 
aligned, there is mutual transparency, 
and a shared understanding of risk. 

“For non-bank lenders, challenger 
banks offer access to a scalable balance 
sheet with associated low funding costs. 
For challenger banks, partnering with 
non-bank lenders can both accelerate 
growth and diversify lending exposures.” 

Conrad Ford, 
Chief product and strategy officer at Allica Bank
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“Big banks are 
definitely pursuing 
a hybrid model. 
Starling’s pursuing 
a neo-universal bank 
strategy, they focus 
very strongly on 
lending and offering a 
new universal banking 
experience.” 
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Experience composable 
banking with Mambu's SaaS 
cloud banking platform.

Learn more
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Building 
For Change 
How Customer Demand Is Shaping The Future Of Financial 
Services. 

Pexels

When it comes to what’s next for 
financial services, one thing’s for certain. 
Change is inevitable and agility is no 
longer a nice-to-have, but an essential 
for survival. Evolving consumer 
preferences and regulatory requirements 
have led to the realisation of a new, 
innovative approach to modern banking. 
‘Composable’ banking is the design and 
delivery of financial and banking products 
enabled by the fast and flexible assembly 
of independent, best for purpose systems 
connected to a cloud-native platform. 

Traditionally, the simplest banking 
services are made up of a complicated 
mix of core banking systems, transaction 
processing, decision reporting, 
authentication, and much more. 
Composable banking pivots from the 
traditional model of integrating all these 
functions for specific workflows, instead 
separating the functions so they can be 
utilised in unique combinations. 

A composable core banking platform 
allows for the delivery of modern 
services and  seamless customer 
experiences that can compete with 
fintechs and challengers, and constantly 
evolve with them. 

Agility is a necessity for 
survival 
The financial services sector is heavily 
regulated, hence the ability to flexibly 
adapt to changes is integral and 
will be even more so in the future. 
Whether it’s contactless payments or 
innovative banking products, such as 

instalment payments or ‘round up and 
save’, consumer expectations of their 
banks have changed significantly over 
the last few years. As such, it’s no 
longer acceptable to have data locked 
in silos. Customers expect ubiquitous 
relationships with banks that result in 
faster and more efficient services. 

Traditional core banking systems, 
even those that have shifted to modern 
microservice models, still come with 

the same problems: too expensive, 
long release cycles, and no open APIs 
(application programming interfaces).  

By introducing a composable 
approach to banking solutions within 
their infrastructure, neo banks are 
reinventing the end-to-end customer 
experience by offering easy, fast, and 
mobile-first banking services. And within 
the composable banking model, high-
quality, well-documented APIs are the 

Elliott Limb, Chief Customer Officer, Mambu
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essential connectors. APIs are the bonds 
that connect different systems to a single 
database, allowing companies to better 
engage partners and stakeholders in 
their ecosystem, provide customers with 
omnichannel data, and much more.   

Banks embracing 
innovation 
Some banks may look at the acceleration 
of innovation happening within the 
industry and perceive it as a threat. Their 
sunk investments in legacy IT systems 
make it difficult for many traditional 
financial institutions to embrace the 
modern ways of doing banking. 

However, this isn’t the case for all 
banks, as some recognise innovation 
as an opportunity to gain some serious 
competitive advantage. Startups and 
incumbents that are reevaluating the 
services they offer and how they are 
packaged and supplied are primed for 
great success in the long run. Prior to 
the precipitous rise of fintech, fraud 
prevention was done manually and data 
was siloed in various departments, 
resulting in a slow and inefficient decision 
making process and an inefficient risk 
mitigation process. 

Composable banking is bringing 
banking into the digital age, allowing 
fintechs and financial service providers to 
offer commoditised, affordable services 
to end clients. 

Banks that are slow to adapt to change 
won’t be equipped to respond to growing 
market competition, the introduction of 
new technologies, or the unpredictable 
macro environment – such as the impact 
of Covid-19. 

Benefits of composable 
banking  
Composable banking offers the agility 
and flexibility to upgrade or swap 
vendors in and out based on business 
need and customer demand. But that’s 
not all. It also enables an increased speed 
to market for new features, products or 
entire operations. By choosing the right 
SaaS platform, banks can get up and 
running in a matter of weeks or days 
rather than months or years. 

This is facilitated by the ability to 
combine existing components to enable a 

specific set of services that banking 
customers need. The integration is simple 
and seamless - done via REST APIs and 
webhooks. 

Composable banking increases the 
productivity of developers and reduces 
the technical costs that drive much of an 
organisation’s IT spend. Not only that, 
but fewer resources are required to 
take a product live and there are lower 
maintenance costs and automatic 
upgrades.  

Banks are also given the opportunity 
to foster better customer relationships. 
They are able to start from scratch and 
design a truly customer centric service, 
or enhance their existing architecture 
to put customer experience at the helm. 
The result? The ability to build the best 
in class customer onboarding and digital 
applications. The days of having a one-
size-fits-all approach to services is truly 
over. 

The future of banks and 
fintechs 
It’s all about the customer experience. 
During the pandemic we saw almost 
every industry adapt their business 
models to cater to the changing 
consumer needs. Local bakeries and 
farmer’s markets offered their services 
online, movie studios focused their 
resources on streaming platforms 
like HBO Max and Disney+. The 
same happened in financial services. 

Contactless payments saw a significant 
rise (12 per cent increase) in adoption as 
people avoided handling cash due to the 
pandemic.  

In the future the distinction between 
fintech and banking will disappear. 
Innovative tech companies will provide 
banking experiences comparable to 
Netflix, with the traditional blue-chip 
banks standing as the trust token in the 
background. 

Banking platforms built to be 
composable will enhance the end 
customer experience by providing the 
tailored service audiences need. Not long 
ago, smaller companies that did not have 
a full-fledged finance department often 
had to jump through hoops to find out 
which banking products were best for 
them. Without equal access or resources 
to financial services as a larger company 
or enterprise had, SMEs were operating 
at a disadvantage when it came to 
financial services.  

To ultimately satisfy and keep up with 
evolving customer needs, banks and 
other financial institutions must continue 
to invest in innovative SaaS solutions. 
This allows for the development of 
flexible and agile solutions which in turn 
increase accessibility to financial services 
for all.  

“Traditional core 
banking systems...
still come with the 
same problems: 
too expensive, long 
release cycles, and no 
open APIs.”

Elliott Limb is Chief 
Customer Officer at 
Mambu
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