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Learnings from the new age digital-only banks.
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The global banking sector is rapidly innovating in full surge in both strategic 

planning and technological advancement to meet customer expectations 

and defend the market share from the new age digital-only banks.

This transformation towards becoming a 'Digital Bank' accelerated to 

two-fold post-pandemic due to the rise of customer acceptance to 

digital-only banks and the increasing cost and time associated with 

operating in physical locations with meager operating income.

As a matter of fact, even before the pandemic hit, millennials, in particular, 

being a tech-savvy generation, were moving more frequently to digital-only 

banks for convenience and superior customer experience.  

But, post-pandemic, with lockdowns and social distancing measures, the 

relationship between banks and their customers went downhill, in turn 

shoving them towards digital-only banks.

Moreover, digital-only banks offer some clear advantages to customers, 

making them irresistible to the new banking experience with newer product 

offerings and services than the traditional banks had to offer.

Let's understand why there is a rapid change in the banking industry and 

how different is digital banks from the traditional ones.

Let's dive right in.

Current
Stance



Why there is a rapid 
change in the 

banking industry?
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Banks around the globe, which play a central role in our financial system, 

is constantly experiencing rapid change over the years. Technological 

advances and changing consumer behaviors continue to contribute to the 

powerful forces shaping the industry today.

35% of customers have 
increased their online 
banking usage during 

COVID-19.
- American Banker report.
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Some of the reasons why banks are foreseeing a constant change over the 

years are a result of the following:

Customers are going from offline to online: Today, with complete 

mobile ubiquity and connectivity foreseen, more consumers want 

to take the digital channels for all their financial needs. According 

to the American Banker report, "35% of customers have increased 

their online banking usage during COVID-19."

Consumers' trust for the digital-first platform is increasing rapidly. 

As per EY's"Global FinTech Adoption Index 2019," financial 

technology services adoption among internet users has nearly 

doubled during the past two years, and the adoption rate is 

growing. Its March 2019 data shows that 64% of digitally active 

consumers across 27 markets used Fintech."

The approach around personalization and tailoring of customer 

product experiences. According to the Harvard Business Review, 

"When customers receive transparent ads based on their activity 

on a site, the revenue of the product grows by 38%."

When customers receive 
transparent ads based on 

their activity on a site, 
the revenue of the 

product grows by 38%.  
-Harvard Business Review
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The future of banking depends on innovation, and banks are struggling to 

innovate. A World Economic Forum survey has revealed that only 28% of 

Millennials and Generation Z trust their banks to be fair and honest. This 

extreme level of customer dissatisfaction is a clear indicator of the difficulty 

banks are having in terms of change and innovation in the ever-changing 

industry.

Why traditional 

banks are failing?

Some of the key challenges which the 
traditional banks have are:

  Slow digital transformation

  Choosing between internal or

  external innovation

  Newer disruptive banking models

  Higher operating cost of retail banks

  Invasion by tech giants

  Strict regulatory standards
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Above all, nearly 2,000 financial technology (or Fintech) companies were 

reportedly launched in 2019-20. As we advance, these new Fintech 

platforms scaling rapidly and competing with the most prominent 

traditional banks in the world will change the technological landscape of 

traditional banks to compete with the newer emergent who have taken the 

limelight or, in other words, Digital-only banks.

What is Digital Bank

(or Digital-only Bank)?
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Digital banking or Digital-only bank is part of the broader context for 

moving to online banking, where banking services are delivered over the 

internet.

In simpler terms, when a bank provides its services online, and customers 

can make transactions, submit requests, and handle other banking activities 

online, it is called digital banking.

This is just one definition of a digital bank. And, there are lots of definitions 

surrounding the same. 

To simplify the digital banks of today, we have categorized it into three 

types.
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A Direct Bank (sometimes called a branch-less bank or virtual bank) is 

typically provided or launched by an incumbent bank or incumbent 

financial institution offering a new digital-only offering to the 

marketplace. 

Direct Banks provide a great opportunity for deposit growth and reduce 

the significant costs of maintaining a branch network. Direct Banks 

based on their modern technology and modern business practices allows 

Speed to market

Reduced acquisition cost and 

Provide excellent customer experience

1. Direct Bank
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Neobanks are financial technology (or Fintech) firms, who do not have a 

bank charter and typically leverage or rent other banks' charters. 

The unique selling point of Neobanks is to provide a superior customer 

experience in a niche market. Other benefits of a Neobank include

Challenger Banks, for the most part, is exclusively mobile, who have their 

own charter, and they are challenging the status quo of the incumbent 

banks in the marketplace. 

The banks distinguish themselves from traditional banks by modern 

financial technology (or Fintech) practices, such as online-only 

operations, that avoid traditional banking costs and complexities. 

Challenger Banks again offers

     Unique customer experiences and

 Offer new products and services which go beyond the 

       traditional bank offerings

2. Neobank

3. Challenger Bank

Transparency with real-time notifications and charges

In-depth customer insights with dashboard

Easy-to-use APIs
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A digital-only bank provides all the banking services exclusively through 

digital platforms, such as mobile, tablets,  desktop - all within the internet. 

It provides the customer with an omnichannel banking experience at their 

fingertips.

In other words, it offers all the basic services in the most simplified 

manner, with the help of electronic documentation, real-time data with 

customer personalization, and new product offerings that banks cannot 

offer.

Some of the newer digital-only banks include Atom Bank in the UK, 

BankMobile in the US, Fidor Bank in Germany, and ICICI Pockets in India, 

that are starting to offer great functionalities and services, which include:

      Providing frictionless customer experience across channels

      Real-time analytics for offering relevant products & services

What is attractive with
digital-only banks?
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• Saves time and effort of both the customer and the banker

• Distributed Omnichannel presence 

• 365/24/7 Customer Service

• Better rates, Lower fees

On the other hand, banking with a digital-only institution also has its 

share of drawbacks and inconveniences. For example, there is no 

personal relationship with the banks as compared with a traditional bank. 

Moreover, lesser services are offered in a digital-only bank in contrast to 

a traditional banking institution.

With that being said, let us look at the emerging technological 

innovations in the banking industry, which can help traditional banks 

tackle the new wave of digital-only banks. Let's get started.

Today's banking is fast moving towards the self-service model, starting 

from customer interactions in opening an account to providing a faster 

mortgage loan. Adding, today's banks have become much more like a 

technology company offering financial services. 

This change in the industry results from a few drivers creating a 

disruption in the banking industry and steering the need for digital 

Innovations in Banking  Industry 
that will help survive the digital 
only banks

transformation. Let's look at some of the  critical disruptions that 

changed the  banking landscape.



Today's banking is fast moving towards the self-service model, starting 

from customer interactions in opening an account to providing a faster 

mortgage loan. Adding, today's banks have become much more like a 

technology company offering financial services. 

This change in the industry results from a few drivers creating a 

disruption in the banking industry and steering the need for digital 

changed the  banking landscape.

•    A change in banking customer demographics

•    Lenient regulations

•    The rise of open technology

•    Data monetization

•    The emergence of non-traditional competitors

5 reasons why the 
banking landscape 
changed
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A change in banking customer demographics: Many young 

customers are entering the banking industry, who are digital savvy, 

and expect fast and reliable services like other tech companies. 

Lenient regulations:  The regulator's entry barriers have 

significantly changed, allowing newer entrants to disrupt the 

marketplace and pressuring traditional banks to adapt to newer 

banking methods.

The rise of open technology: Open technologies allow banks to 

connect within the bank and outside of a bank, which in turn is 

significantly disrupting the industry.

1

2

3

transformation.   Let's   look   at   some   of   the      critical   disruptions   that
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Data Monetization: The ability to use data in a way to drive 

revenues and income have changed the banking landscape as well.

The emergence of non-traditional competitors: Like Fintech & 

big-tech (refers to the major technology companies such as 

Apple, Google, Amazon, and Facebook) entering the markets.

4

5

Let us now take a look at the latest tech innovations in the banking industry, 
which can help traditional banks and credit unions to survive the digital-only 
banks.  

this section is for you. 

Let's jump right in.

Providing an excellent customer experience is essential for companies to 

succeed and grow. Shifts in digital, mobile, and cloud technologies have 

reshaped customer expectations and forced customers to demand 

higher service levels. 

The convenience of online shopping has drawn in many customers who 

are now prioritizing the entire buying experience over the actual product 

they are purchasing. 

Financial institutions can take this growing trend and use it to help stand 

out against the competition by ensuring the latest digital technologies 

are in place to satisfy customer needs better and provide more helpful 

customer experiences. 

These 5 steps can help CXO's, CFO's, and other financial professionals in 

the implementation of superior customer experience. 

1. Superior Customer Experience:

For the Omnichannel Consumer

So, if you want to get the most out of the latest banking tech innovations,



5 steps to Superior 
Customer Experience
1. Create 360 o Customer Profiles

2. Optimize Customer Experience Across Products

3. Streamlined Experiences Across All Channels

4. Add Context to the Customer Experience

5. Build Trust with Fraud Detection and Security

1. Create 360o Customer Profiles

For financial institutions to optimize customers' banking 

experience, a comprehensive view of the customer is 

essential. Banks must utilize every data point to learn the 

customer's tendencies, preferences, and behaviors.

2. Optimize Customer Experience Across Products

Most customers have multiple connections to their banks, 

including credit and loan accounts. Banks must connect 

with their customers through these multiple relationships 

and deliver consistent service.

3. Streamlined Experiences Across All Channels

Customers expect to be able to bank when, where, 
and how they need to while receiving a consistent 

experience across multiple channels. This omnichannel

access can be attained with cross channel integration.

14
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4. Add Context to the Customer Experience

Customers are more willing than ever to share personal 

information to enhance their experiences, and banks must 

upgrade their infrastructure to accommodate the multiple 

data sources to offer intuitive experiences. 

5. Build Trust with Fraud Detection and Security

Customers love the convenience that digital banking 

offers. But are sometimes uneasy about the safety of 

transactions. Banks must develop trust by communicating 

security to their customers frequently.

Customer experience is the most vital element for any business's 

success, more so than ever. If your bank or financial institution has not 

begun to transform your customers' experience, then now's the time to 

do so.
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With nearly all the customers having smartphones and tablets today, they 

are no more confined to physical banks. Customers expect to bank 

whenever and wherever they want to, and all this with a few clicks

In fact, mobile banking is the fastest-growing channel in banking history. 

And, if your bank can't handle that, then your customer will likely find one 

that can provide all the banking services on a mobile phone.

It is high time that your financial institution should offer both products and 

services on a mobile phone. 

Moreover, according to popular reports, "adding the mobile channel with a 

mobile banking application positively affects increasing a bank's market 

share and reducing the overall operating cost to 35%."

 2. Mobile Banking

Application
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Ever since its genesis, Data Science has helped transform many 

industries. And, for decades, a financial analyst has relied on data to 

extract valuable insights. The rise of Data Science and Machine learning 

has brought up a new era in the field of banking and financial services.

Today the new-age banks use automated algorithms and complex 

analytics tools to get ahead of the curve.

With the help of different aspects of Data Science, banks can come up 

with modeling algorithms to find links between data, extract insights, and 

draw predictions for the future.  

Data science allows banks to construct algorithms that evolve on their 

own, given enough time and information.

Some of the ways Data Science can be used in banks are for:

• Fraud Preventions: Such as identity thefts & credit cards schemes

• Anomaly Detection: In detecting illegal insider trading

• Customer Analytics: Predicting customer behavioral trends for 

    strategizing the right marketing mix

• Risk Management: Minimizing human error by identifying and 
    predicting market trend, competition, customer creditworthiness,
    and customer loyalty

• Algorithmic Trading: High precise trades on the market using a 

    machine learning algorithm by reducing human errors

 

Thus, the most valued commodities are no longer the analysts or the 

quants that help design these algorithms, but the data itself. 

Banks & financial institutions with extensive customer data can 

construct better models and get ahead of the competition. 

3. Data Science in Banking

https://zucisystems.com/whitepaper-data-science/applying-data-science-to-financial-lending/
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Open Banking API's is a model in which the banking data is shared 

between two or more unaffiliated parties to deliver enhanced 

marketplace capabilities. 

Before open banking and the rise of Fintech, most banks did not extract 

any real value from the expensive customer data they held.

Open Banking is a secure way to have more control over what matters to 

your customers. Obviously, there is money, but it's also your customers' 

financial data. The combination of these two elements gives customers 

who are opting out, and those asked for more personalized services.  

In order to realize the full potential of open banking, the APIs are a 

critical factor in exposing the banking data to third parties. Not every 

third party can have access to your customers' banking information. 

Indeed, PSD2 has identified two types of third-party providers. 

 

4. Open Banking API's
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AISP: Account Information Service 

Providers

AISP is a business that uses customer 
account data to provide services such as 

aggregating financial information in one 

place, tracking their spending, or planning 

their finance.

PISP: Payment Initiation 

Service Providers

PISP is a company that initiates 

additional payment on behalf of the 

customer directly from their bank 

account, offering an alternative to debit 

and credit cards. 

Both AISP & PISP are changing customer 

relationships and business models. But 

there is also an opportunity for 

incumbent banks by using their current 

advantage of brand and customer base to 

provide these aggregator services 

themselves. The banking landscape is 

changing, and it's time to explore open 

banking now.

https://www.openbanking.org.uk/providers/third-party-providers/
https://www.openbanking.org.uk/providers/third-party-providers/
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Conversational banking is digital banking, where banking can be done 

through voice and text messaging applications. Think of it like "Siri" for 

your money.

So instead of logging in to a bank's app or website to get updates about 

money, your customers can now chat directly with your bank through the 

messaging apps you use every day. 

And, with the recent advancements in artificial intelligence, machine 

learning, and natural language processing have led to new ways to talk to 

banks - using chatbots. 

These intelligent virtual assistants are designed to ask and answer 

questions in familiar, everyday language for seamless digital 

conversations that feel as natural as texting a friend.

Dozens of banks around the world have already released chatbots to 

boost their business. Some of the most popular banks are Bank of 

America, JPMorgan Chase, and Wells Fargo.

 

5. Conversational Banking
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Moreover, there are several benefits for both banks and consumers to 
adopt conversational banking technologies, including increased 
operational efficiency, improved customer experience, and additional 
customer insights.

Conversational banking is the future of the financial services industry, 
and it's the new brand wagon you should hop on to. 

In the array of technologies, Robotic Process Automation is one of the 
fastest and widely adopted technology. Robotic Process Automation 
represents the next wave of automation that will help address a slew of 
challenges in the banking and financial services industry.

6. Robotic Process Automation
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RPA is a technology where software robots mimic human actions to 
complete tasks, eliminating manual and repetitive tasks. Banking and 
Financial Institutions must deal with millions of customer documents 
and information collected from multiple sources. 

For example, a credit card company must validate all the customer 
information with the documents. If this verification is done manually, 
this process may take days affecting customer experience. This is just 
one example of how RPA can help.

Banks and financial institutions are full of repetitive processes like 
document verification, KYC, account closure, accounts payable, and so on.

Some of the use cases of RPA in the banking and financial services industry 
are

• Integration with legacy systems using UI automation to automate 
    repetitive tasks

• RPA can be used to fetch data from multiple systems for faster        
   decision making

• Using OCR (Optical Character Recognition) technology, RPA bots can
    read information from paper-based documents, convert it into digital     
    format, and validate the information with multiple systems

• RPA bots can also be used to stop transactional fraud by detecting       
 patterns

• Faster & custom reporting can be created using RPA bots

• With AI, RPA can understand natural language email and chats to

With RPA, the process will be more compliant with almost zero errors, 
with bots not making mistakes and following high accuracy rules. If you 
have not considered RPA till now, this is the moment. Implement RPA in 
your bank to automate complex processes and improve employee 
productivity.

resolve customer queries and lots more.
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7. Blockchain

A blockchain is a technology that 
creates a ledger of transactions on 
the internet that is secure, 
tamper-proof, and easily accessible. 
The blockchain is made up of a series 
of data blocks, each of which records 
a batch of transactions. The blocks 
are electronically chained together 
and locked up with advanced 
cryptography in order to create 
permanent and public records of 
every transaction that cannot be 
altered after its created. 

One banking use case of blockchain 
that has got large banks excited is 
keeping track of trades and bonds or 
stocks by ensuring that the payments 
are correctly made. 

At present, this is a complex process involving banks, traders, 
exchanges, clearing houses, and others. It takes two days to verify the 
seller and buyers and then arrange the movement of funds. But, with 
blockchain, all this work can be done in minutes.

But there is still a long way to go. Today's blockchain can only execute 
a few transactions a second. And, like the internet, blockchain has no 
central authority to monitor. Instead, it is a shared record of 
transactions distributed over a vast network of users. 
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Technology & Banking: 

In order to compete and grow in an industry where the margins are thin, 
with fierce competition and ever-changing industry regulations – 
technology can turn out to be a game-changer. Banks should always 
place technology advancements as the utmost priority.
 
Going forward, banks can either follow any of the below two 
approaches.

The next steps

Technology &
Banking: 

Blockchain is a powerful and secure technology for the banking sector 
because security is of utmost importance for the financial domain. 
Blockchain is still a new technology and will soon become the future of 
banking, and it is worth considering for Payment processing firms, Stock 
Exchange and Share Trading, and Accounting, Bookkeeping, and Audit.
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Commercial off-the-shelf (COTS) are readymade solutions that come 
with pre-existing defined features with little fine-tuning to perform a 
specific task. 

However, if the off-the-shelf solution does not give the required 
branding customization, user experience, functionalities, and scalability, 
then it's possibly the wrong choice and will pose 
roadblocks in the future.

Custom (or Tailored) solutions are built, keeping in mind the future 
growth of any organization. Hence, they need to be scalable. This means 
that adding new features, modules whenever necessary becomes easy.
Custom solutions are relatively expensive than a readymade solution, 
as the investment costs are slightly higher. In the long run, subscription 
costs of readymade solutions may also turn out to be higher when the 
user base or data volume increases.

Finally, go-to-market is a major deciding factor in decision making. While 
a custom app will take a minimum of 3 months and a maximum of 6 
months to go to market, readymade app with some customization can be 
up and running in a matter of a few weeks.

1. Going with Ready made

 Solutions

2. Outsourcing for 

Tailored Solutions
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In the end, to support technological innovations, the bank's 

organizational cultures must be shifted to newer business models by 

prioritizing the most effective mix of capabilities, processes, and people.

In short, in an industry where the customer is at the forefront,

it becomes crucial to understand changing customer behaviors way 

ahead, to provide superior customer experience with the help of newer 

disruptors.

Finally, if you need a strategic digital partner to support you in your 

digital transformation roadmap, we can help you. 

technological  innovations  to  stay  relevant  in an  industry  filled  with
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About ZUCI
Zuci is a digital organization focused on the craft of building software 

which we have perfected over the years. A perfect blend of design 

thinking, engineering perfection, and customer-centricity in our DNA 

has enabled us to help small, medium and large organizations with 

superior digital solutions.

Zuci has worked with several financial institutions and helped them 

enhance their user experience journey using technology by building 

progressive web applications, mobility, and digital lending platforms, 

among other solutions. Learn More.

sales@zucisystems.com

www.zucisystems.com

https://stagezuci.wpengine.com/industries/banking-and-financial-services/
https://www.linkedin.com/authwall?trk=gf&trkInfo=AQGAOemMK371UgAAAXVyuGMA43chnumMMLSVs82AkiVY61cgwnOxHnaI5qPaEvn4Lr8rkAciK2KxJOKlLhPbtPSiMxDotQ8DgjkidLEFTvwH6k2qXCX4xvWwHYuxq3duMnETW5U=&originalReferer=&sessionRedirect=https%3A%2F%2Fwww.linkedin.com%2Fcompany%2Fzuci-systems%2F
https://www.facebook.com/zucisystems/
https://twitter.com/zucisystems

