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In the news… again 

RBS sets aside £3.1bn for new claims and litigation 

Financial Times 

Hardware is the "root of  Lloyds'" shutdown 

BBC 

Challenger banks face uphill struggle against „big four‟ 

lenders  

Metro 

Sainsbury's Bank hits back at Tesco as it launches special offer 

on personal loans at a record low rate of  4.6% 

Financial Times  

Why do bank IT systems keep failing?  

Guardian 

Forget challenger banks, Ed – and hand share in RBS and 

Lloyds to the British public 

Telegraph 
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Customer perception and technology are disrupting the status quo 

Should the established high street banks be concerned?  

Issue 

Significant IT-related incidents 

Current Account "switching guarantee" 

launched in Sept 2013 

Bonus culture continuing to create 

negative press 

Challengers launching new PCA 

propositions 

On-going exposure of  'scandals' (PPI, 

CPP, Endowment selling) 

UK Payments Council infrastructure 

upgrade to link PCAs & mobile #s 

New mobile wallet/payment services 

Impact 

Impacts customer service & increased 

likelihood of  switching 

Increased press attention, inter-bank 

competition: now gaining momentum  

Negative opinion, threat of  new EU 

rules, UK government ambivalence 

Significant threat of  disrupting market, 

leveraging customer loyalty 

Promoting scandal-free challenger banks 

to front-of-mind 

Implications for existing infrastructure 

provided by main clearing banks 

Shaking up the payments industry; 5 

major bank brands have signed up 

Regulatory focus competition both from 

twin pillars, EU and political parties  

Verde, Rainbow, Account Switching, 

Labour bank break up, Business Bank 

http://www.google.co.uk/url?sa=i&rct=j&q=&esrc=s&frm=1&source=images&cd=&cad=rja&docid=Cn_JgMcevzm62M&tbnid=3mZKIdTsCQ9IpM:&ved=0CAUQjRw&url=http://info.shoppertrak.com/&ei=KXvmUvP9BcnR7Aa80YG4Dg&bvm=bv.59930103,d.ZGU&psig=AFQjCNHOKOhFZ4lxcm27DQc08zfLk0mHFg&ust=1390922907963160
http://www.google.co.uk/url?sa=i&rct=j&q=&esrc=s&frm=1&source=images&cd=&cad=rja&docid=Muvm1EC1m6wOJM&tbnid=feXpUfKlKjJNIM:&ved=0CAUQjRw&url=http://www.moneysupermarket.com/current-accounts/hubs/7-day-switch/switch-explained/&ei=mHrmUsDAKuyp7AbP2ICIBQ&bvm=bv.59930103,d.ZGU&psig=AFQjCNF-jOOgVC3Tfe95pfJD6ZHzj7I9Vw&ust=1390922773487787
http://www.google.co.uk/url?sa=i&rct=j&q=&esrc=s&frm=1&source=images&cd=&cad=rja&docid=Muvm1EC1m6wOJM&tbnid=feXpUfKlKjJNIM:&ved=0CAUQjRw&url=http://www.moneysupermarket.com/current-accounts/hubs/7-day-switch/switch-explained/&ei=mHrmUsDAKuyp7AbP2ICIBQ&bvm=bv.59930103,d.ZGU&psig=AFQjCNF-jOOgVC3Tfe95pfJD6ZHzj7I9Vw&ust=1390922773487787
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Our online survey has been weighted to deliver a representative 

sample of  the UK population 

48% Male 52% Female 

Representative online survey with 1552 responses 

16% 

16-24 

15.8% 

25-34 

18.2% 

35-44 

16% 

45-54 

14% 

55-64 

20% 

65+ 

10% 

<£10k 

24.4% 

£10k-20k 

22.9% 

£20k-30k 

18.6% 

£30k-40k 

10.2% 

£40k-50k 

13.9% 

>£50k 

15% 

London 

22.1% 

South 

14.9% 

Midlands 

26.2% 

North 

11.8% 

Scotland 

7.1% 

Wales 
2.9% NI 

Reach and depth of  service 

Gender profile  

Gross household income  

Age profile  

Geographic profile  
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Under attack… but the big banks still dominate 

Based on a free text response, 

85% of  consumers actually 

bank with a major bank so it 

would appear that even if  

they bank with a sub brand 

they are aware they are part 

of  a larger group 
Our findings (right) align broadly with industry 

data collated by Datamonitor.   

 



Can Challenger Banks disrupt the power of the banks: The Consumer View | Jan 2014 

© 2014 Grant Thornton UK LLP. All rights reserved. 7 

Which demographic should the Challengers target?  

7 

10 

21 

24 

12 

26 

16 16 

18 

15 
14 

20 

0

5

10

15

20

25

30

16–24 25–34 35–44 45–54 55–64 65+

Challenger Bank Main Player

Demographic breakdown of  challenger bank vs main players 

Underserved 
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Savings and credit card accounts are traditionally high turnover 

products, but will 7-day switcher persuade unhappy customers to 

switch? 

11% 

15% 

16% 

18% 

23% 

27% 

39% 

53% 

Loans

Investment products

Mortgage

None

Insurance

Credit Card

Current Account

Savings Account / ISA

What products customers are likely to buy next? 
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Mobile is now as important to customers as the call centre 

3% 

13% 

13% 

48% 

74% 

By Post

Call Centre

Mobile banking

Branch

Internet banking

Online hugely important 

Branch stubbornly holds on 

How customers like to contact their bank for simple transactions 

Preference when contacting a bank about a day-to-day query or transaction 

Mobile is as important as the call centre – how do 

investment decisions by bank's stack up to this dynamic? 
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Challengers, as well as having fewer branches, are yet to catch up in 

the digital space 

How customers like to contact their bank for simple transactions 

(more than one answer available) 

75.1% 

13.2% 

71.3% 

12.0% 

Internet Mobile

Major Bank Other

There is a small, but significant difference in digital usage, which when extrapolated, could lead to millions 

in extra costs/investment… 
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Branch remains the primary method of  buying more complex 

products 

0%

10%

20%

30%

40%

50%

60%

70%

80%

90%

100%

Current
Account

Savings
Account

Loans Credit Cards Mortgage Insurance Investments

Internet banking

Mobile banking

Call Centre

Branch

Challenger Banks need to consider how to distribute products which have traditionally gravitated towards branch – 

Remote advice, increased ATM functionality, internet banks with no branch overheads are seen as a possible options  
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Market Assessment | The ATM Market Structure 
The value created for the various stakeholders is different  

Source: LINK; LEF 2012 Connected Customer Report; Grant Thornton Analysis 

Cash remains important and ATM's account for 72% of  cash 

withdrawals in the UK, yet… 

The average withdrawal amount for the last 7 

years remains at £65 

Cash is generally used for low value purchases  

Research shows that UK consumers are more 

enthusiastic about mobile wallets than their US 

counterparts 

NFC enabled smartphones will increase 

significantly by 2015 but adoption is slow due 

to poor understanding, no incentives and 

security concerns  

NFC Enabled UK Smartphone Devices Set to Take Off 

Now 

Biggest threat to cash is NFC cards – 

contactless card payments have increased by 

400% in 2013 and 50% of  consumers will 

have one by end of  the year 
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Contrary to perceived wisdom, most consumers are content with 

their Financial Services products 

1. Unhappy, 
3% 

2. Satisfied, 
17% 

3. Happy, 
44% 

4. Very 
happy, 36% 

0%

10%

20%

30%

40%

50%

1. Unhappy 2. Satisfied 3. Happy 4. Very happy

17% 

83% 

Yes

No

0%

20%

40%

60%

80%

100%

120%

A major bank A Building
Society

A small bank

Very happy

Happy

Satisfied

Unhappy

Satisfaction with financial service providers - overall 

Satisfaction with financial service providers – by type 

Propensity to switch 

Our survey showed consumers are happy with their 

providers – especially building societies 
… with a stark correlation between satisfaction 

and propensity to switch 
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Institutions should tailor their strategies to account for the distinct 

differences in why consumers considering switching 

Reason for leaving – Happy customers Reason for leaving – Unhappy customers 

Confidence in 
institution 

2% 
Branch 

5% 

Personal 
Circumstance 

13% 

Service 
10% 

Technical 
Capability 

9% 

PUSH - 
Rates/Fees 

29% 

PULL - 
Incentives 
Elsewhere 

32% 

Confidence in 
institution, 

4% 
Branch, 2% 

Personal 
Circumstance

, 2% 

Service, 46% 

Technical 
Capability, 

7% 

PUSH - 
Rates/Fees, 

37% 

PULL - 
Incentives 
Elsewhere, 

2% 

Happy customers tend to be attracted elsewhere by 

incentives or the perception of  a better rate 

Unhappy customers are pushed by 

dissatisfaction with service and/or fees 
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Banks and challengers have a lot to do to convince customers of  

the merits of  using their data to make decisions 

0%

5%

10%

15%

20%

25%

30%

35%

40%

45%

50%

16–24 25–34 35–44 45–54 55–64 65+

I haven't considered it

This WILL NOT benefit
me

Uncomfortable

I don't mind

1% 

4% 

12% 

21% 

25% 

37% 

This WILL benefit me

Comfortable

This WILL NOT benefit me

I haven't considered it

I don't mind

Uncomfortable

Attitudes to use of  data Attitudes to use of  data – by age group 
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The general public believe in challengers and there is a significant 

opportunity to increase market share 

4% 

16% 

36% 

44% 

The market will be dominated by the current smaller
players and new entrants

Don't know

The market will continue to be dominated by the
current big players like NatWest, Lloyds, HSBC &

Barclays

Smaller organisations like Tesco, Sainsbury's and metro
will significantly increase their market share

Consumer Opinion on the most likely group of  organisation to succeed in the future 

 20% of  those that believe in challengers are thinking of  switching 

 13% of  those that believe in big banks are thinking of  switching 

The public believe smaller banks will significantly increase their market share 
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Consumers believe the established challengers will be successful… 

Consumer Opinion on the most likely organisation to succeed in the future – consumers could select three 

52 

128 

134 

205 

283 

462 

552 

747 

806 

849 

Skipton

JLP

Metro

YBS

M&S

Sainsbury's

Post Office

NBS

Virgin

Tesco Soon to be a full service bank 

NR gave them scale – a current account is in pilot 

Successful with a full service offering; still considering an SME 
bank proposition 

Rolling out a current account by region 

Separating from Lloyds to give full flexibility 

Recently launched a fee-based current account 

Regionally successful, and currently enhancing their digital proposition to increase 
market reach and scale 

Regionally successful 

Insurance & Credit Card offering 

Regionally successful 
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When comparing trust to provide products with the depth of  the 

current relationship, the potential is clear 

Paypal 

Expedia 

Compare the Market 

T-Mobile 

Vodafone 

Everything Everywhere 

Microsoft 

Yahoo 

Morrisons 

Boots 

LIDL 

Starbucks 

Disney 

Times 

Daily Mail Rightmove 

SKY 
Tripadvisor 

BT 

Three 

Talk Talk 

Amazon 
Google 

Spotify 

Twitter 

Argos 

Mothercare 

Telegraph Guardian 

Zynga  

Rovio  
Trust 

 

Depth 

Greatest potential 

Apple 

Facebook 
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Summary  
 Recent technology issues experienced by the like of  RBS and Lloyds are prompting people to switch 

 Our research suggests that whilst people may not like the “banking sector” but they are happy with their bank 

 7 Day switcher has had minimal impact on the market. The biggest winners so far have been Santander and 

Nationwide.  

 The view is that consumers have confidence that certain challengers banks will succeed 

 The responses from our survey indicate that challengers should target 16-34 year olds 

 Customers don‟t want branches – they want best in class applications that allow them to transact on the go. 

 Underinvestment to date from challenger banks in "digital" has limited their effectiveness  

 Customers of  both established and challenger banks are nervous about the way their personal data is used 

 Whilst branch  remains the preferred route for buying more complex products such as mortgages,  there is a move 

to implementing new distribution methods 

 The role of  call centres is changing – now seen as a point of  resolution rather than a primary channel 

 Cash incentives remain the largest influencer for "happy" customers swapping products and fees and charges are the 

biggest driver for "unhappy" customers 
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In addition to obtaining opinions on the existing banks we asked consumers 

to rate institutions which have the potential to become a challenger bank.   

 

They rated them against four criteria: 

1. Awareness –  have they heard of  them? 

2. Trust – would they trust them with a financial services product? 

3. Perception – how much they like and respect them? 

4. Depth – how often they use their products? 

 

We‟ve also segmented potential new entrants into five groups: 

1. Online 

2. Telecommunications 

3. Dotcoms/Social Networks 

4. Retail 

5. Others 


