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This paper is to assess the challenges that banks and other financial institutions face in today’s 

rapidly changing technological environment.

Bank executives and analysts see huge growth opportunities in digital banking, while the fast 

advancement of information technologies, changing customer behaviours and needs as well as the 

transformation of the financial scene itself represent many challenges for industry players. After 

years of lagging behind in the digital arena, banks must use the latest fintech solutions to tap growth 

and keep their competitive edge.

Figure 1 Share of new inflow revenue from digital sales in finance in 2018 by region and product

Source: McKinsey analysis
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Figures from McKinsey predict a rise to 

approximately 50% or more in new revenue in most 

banking products captured via mobile or online 

channels in Western Europe and other markets by 

2018 1. The key question is how banks will be able 

to leverage this growth and if they will manage 

to reduce their current lag in digital sales behind 

e-commerce champions, such as Amazon or eBay.

Meanwhile, large financial institutions, already 

successfully adopting effective digital transformation 

methods, report a boost in mobile banking usage: 

in June 2017, the number of active mobile banking 

users reached 23 million at the Bank of America 2 

and 14.5 million at Spanish bank BBVA 3. 

This indicates a YoY growth of 13% and 42%, respectively. BBVA reports that more than 50% of its 

customers interact with the bank through digital channels in several markets.

Ongoing and future changes in the financial services sector are often perceived as challenges for banks, 

but in fact they may be the main drivers of digital development and the overall transformation of the sector: 

1 Strategic choices for banks in the digital age, McKinsey

2 Financial Results, Bank of America, Q2 2017

3 Quaterly Report, BBVA, Q2 2017

Millenials (Generation Y): 

The generation of people born between 

the 1980s and the early 2000s.

Post-millenials (Generation  Z) 

The ‘Gen Z’ were born from the mid-

1990s to the mid-2000s. The They do 

not remember a time before social 

media and their defining characteristic 

is the widespread usage of digital tools 

and communications channels from a 

very early age.

Figure 2 Global mobile e-commerce revenues in 2014-18 

Source: McKinsey analysis, Statista
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Combined proportion of respondents who are ‘currently using’ or ‘considering using’ online or mobile banking services
Source: PwC Digital Tipping Point Survey 2011 

NEW CUSTOMER EXPECTATIONS
Banking customers increasingly demand interaction whenever and wherever they wish, and financial 

services providers must provide the convenience customers seek through digital means. According 

to a PwC survey of top-tier banking executives 4, 61% of customers prefer to do their own research, 

and 42% buy on their own without any assistance from representatives. Millennials and post-

millenials, in particular, are one step ahead and their behaviour sets the course for the immediate 

future: going completely mobile produces an elevated level of ’digital immersion’, and as a result, not 

only will they be less aware of any information presented via traditional communication channels but 

they are visiting brick-and-mortar branches less often than ever before. As millenials ’grow up’ with 

digital, it will be crucial for banks to match their digital expectations.

One example of applying technology to boost service convenience is enabling customers to open 

bank accounts without visiting a branch office, using exclusively video-based online identification. 

During the application process, a new customer’s identity is verified via a live video feed using a 

mobile phone, a tablet device or a desktop computer with a camera and a microphone. 

4 Retail Banking 2020: Evolution or Revolution, PwC

Figure 3 Online and mobile are preferred channels 
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Pictures are taken of official photo ID documents, such as a passport or national identity card, 

and a photo of the customer is compared to that shown on the ID. Since 2016 financial institutions 

worldwide have started to offer ways to open bank accounts online.

REGULATORY CHANGES
The European Union’s PSD2 5 legislation (the Revised Payment Services Directive) aims to 

standardize, integrate and improve payment efficiency in the EU, offer better consumer protection, 

and generally promote innovation in the payments space and reduce industry costs. PSD2 will 

enable bank customers to partner with third-party service providers to manage their finances. 

Banks will be obligated to provide third-party players access to their customers’ data through 

open APIs (Application Program Interface). Entering into force in January 2018, the new legislative 

framework will enable innovative service providers to build financial services on top of the data and 

infrastructure of banks. 

5 Payment services (PSD2) - Directive (EU) 2015/2366

Figure 4 Has your bank already created a strategic alignment or joint venture with a peer-to-peer lender or 

marketplace lender for the purpose of creating consumer os business loans?

Source: The Need for Speed - 2016 Banking Industry Outlook Survey, KPMG
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NEW COMPETITORS – OR ALLIES
Financial technology start-ups are creating groundbreaking concepts and are developing state-of-

the-art solutions for the banking sector, which disrupts the traditional idea of financial services. 

Since 2011, more than $12 billion of investment has flown into the fintech market 6 and an estimated 

4,000 firms are challenging banks within their own field 7. But many banks have quickly realized 

that there are opportunities to build partnerships with the newcomers. More and more financial 

institutions are forming joint ventures with fintech firms, acquiring start-ups or establishing new 

subsidiaries to take part in the innovation revolution (and to avoid losing revenue or market share to 

fintech companies).

In a recent survey from KPMG, half of the participating bank executives said that they have already 

aligned with fintech firms for specific projects to cater to consumer needs. Additionally, figures from 

the Economist Intelligence Unit show that 56% of retail bank executives think more payments will 

flow via fintechs than banks by 2020 8.

6 Predictions 2016: Financial Services Executives Wake Up to Digital Transformation, Forrester Research

7 The Disruption of Banking, The Economist Intelligence Unit Limited

8 Symbiosis – Your bank has your trust? Can fintechs make you love it?, EUI, 2017
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SUMMARY
 
In recent years banks have been getting disrupted by everyday digital transformation and advanced 

mobile technologies. Facing new challenges, financial institutions must clearly understand changing 

customer expectations and realign their mindsets to stay competitive. Where traditional strategies 

and tools prove ineffective, fintech contributors can provide novel know-how and expertise to facili-

tate changes.
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HAPPY DIGITAL BANKING EXPERIENCE

I WANT TO SEE THE DEMO

W.UP is a next-generation digital banking software company, delivering 
cutting-edge products and services. Our products help bridge the gap 

between what banks can do and what customers wish they would.

If you would like to learn about                               ,

W.UP's insight-driven sales and engagement tool for

financial institutions, contact us for a demo!

http://wup.digital/en/sales-up

