The Future of the UK Financial
Services Ecosystem
In this white paper we take a close look at how the UK’s Financial
Services are evolving, and what the future might look like for banks,
building societies and their customers.
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Introduction
There is no doubt we’re on the cusp of a major shift in financial services in the UK.
Fueled by the Covid pandemic, as well as major disruption taking place in other key
industries, we anticipate a profound change in the way people engage with financial
services.
This has already started to play out, with the use of financial apps and mobile
banking services increasing by 72%1 in 2020 and 80% of consumers saying they
prefer to bank digitally2 .
This is a trend that is not only permanent, but one that is accelerating.
What path should banks and building societies take to make sure they not only
survive, but thrive?

In the coming decade we
expect a rapid evolution of a
new ecosystem that enables
consumers to benefit from
an interconnected network of
services, solutions and products
delivered at the point of
necessity rather than the point
of request.
We expect this will be a very
large ecosystem, with many
participants manufacturing,
distributing and servicing
customer needs. The most
notable shift will be the
complete destruction of

the traditional one-to-one
customer-to-bank relationship
that has been steadily diluted
in the past few decades. In its
place we expect the formation
of a much broader one-to-many
relationship model.
The customer will be at the
centre of this model, in control
of their own data and able
to make near-instantaneous
decisions on a whole-of-market
range of choices both passively
and actively via big data and AI.
At the moments that matter,
particularly concerning big life

decisions like buying a house,
advice will be available on tap.
The customer can choose to
benefit from human interaction
or can use a virtual assistant
coupled with avatar technology,
should they prefer a fully digital
engagement.
In a recent article by McKinsey3,
the next horizon of customer
service will be built on individual
customer profiles, enabling
companies to quickly resolve
issues and even prevent them
from occurring.

1

https://www.fintechmagazine.com/venture-capital/eight-virtual-banks-transforming-hong-kongs-fintech-sector

2

https://www.jpmorgan.com/insights/technology/2020-digital-banking-survey

3

https://www.mckinsey.com/business-functions/operations/our-insights/the-future-of-customer-experience-personalized-white-glove-service-for-all?cid=soc-web
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The Ecosystem Components
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Key Factors
So, we've looked at the components of the new ecosystem. But what
factors do banks and building societies need to consider when planning
for their future?

Platformification
We believe this will lead to the propagation
of platforms – the marketplace where the
customer comes every time they have a
financial need, whether that be to manage
their day-to-day finances, to make a big
purchase, to make plans for the future or
to protect themselves against unforeseen
events.
Gone will be the days where the customer
needs to go to their bank, either physically
or online, to check their account or to fill in
an application for a new product. Instead
they will go to their platform of choice,
which may be entirely financially oriented,
but could equally be much broader, offering
whole of life solutions, such as an Amazon,
for example.
We don’t expect all banks to become
platforms, rather to determine the place in
the ecosystem where they have the most
value to add to their consumers. The key
point is we expect platforms – both existing
and new – to become much more involved
in the provision of financial services to
consumers. It will be important for banks
that elect not to pursue a platform strategy
to determine how they will engage with the
platforms.

www.targetgroup.com

This paradigm shift will lead to the
packaging of solutions for consumers on the
platform rather than the selling of products.
For example, someone buying a house for
the first time will be able to purchase and
manage all of the participants in that chain
of events from a single platform, be they the
estate agent, the surveyor, the conveyancer,
the mortgage provider, the insurer, the
removal company and even the retailers for
new possessions they may need in their new
house.
Taking this a step further, as well as
packaged solutions the individual products
and services that make up those solutions
will be personalised to a customer’s
particular needs and circumstances, from
the size of the removal van required to the
rate and flexible features on the mortgage
product.
This move towards bundling services across
traditional product lines will enable banks to
offer solutions to consumers by connecting
them with products the bank does not
manufacture itself. For example, helping
consumers prepare for the future by offering
investment products manufactured by
investment specialists, who can also provide
financial advice as part of a packaged
service presented to the customer.
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Data-driven experiences
The key enabler driving all this change is
data. Facilitated by Open Finance but also
utilising data from many different sources,
the platforms will excel in aggregating
that data, analysing it and creating the
personalised solutions and experiences the
customer desires. For example, the platform
will have data on the house a customer is
looking to buy, their finances and on the
things they like.

They will be able to harness this data to
make particular suggestions on room
design and furniture purchases that are
either in budget or could be afforded with a
personalised loan product. All of which will
be presented to the customer in a single
house purchase experience with augmented
reality of what their new house could
look like with their new possessions in it,
alongside all the other requisites needed to
complete such a transaction

Platforms vs non-platforms
As a consequence of the propagation
of platforms, we believe there will be a
polarisation of the current retail banking
landscape into platforms and non-platforms.
Non-platforms can either focus exclusively
on manufacturing product for the platforms
or can choose to focus on customer
experience excellence by maintaining more
of a traditional banking model but delivered
in a more engaging, digital way.
In the latter case, those that succeed with
this model may become more specialist,
pseudo-platforms over time.

www.targetgroup.com

They can offer their consumers
complementary products from select
partners alongside their own core product
range, thereby extending their revenue
streams to improve profitability.
However, to succeed they must learn to
truly excel in delivering a great customer
experience and they must enable a strong
bond of trust with their consumers. If
the platforms can provide a better, more
interconnected experience, then those that
choose to follow a more traditional model
will struggle to attract and retain consumers.
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The rise of the ecosystem
Banks will either transform into platforms,
excelling in data, analytics, digital and
revolutionary human experiences or they will
focus on manufacturing, possibly extending
their focus on providing connected solutions
to consumers through the distribution of 3rd
party complementary products and services.
Service providers will excel in delivering
technology and operational solutions that
help drive down cost, expand revenue
opportunities and enhance the customer
experience.

sustainability and competitiveness by
maximising value. The emerging ecosystem
will involve multiple participants in each of
the disciplines, wrapped by proactive and
dynamic regulation to maintain balance and
integrity.
This shift will present opportunities for
new revenue streams, new commercial
models and partnerships and collaborations
with new age service providers (especially
FinTechs). This increased ecosystem
collaboration will intensify competition and
demand greater flexibility from all players.

This will enable the platforms and the
manufacturers to focus on enhancing

Key inhibitors
Hampered by legacy systems, technical debt
and high operational run costs, organisations
are finding it difficult to strike the balance
between maintaining “business as usual”
and engaging in disruptive, rapid and
revolutionary change. As such, incumbent
banks find the transformation required
to be relevant and successful in the new
ecosystem a major challenge. The key to
success is a mindset change, at leadership
level, that retires traditional perspectives
on banking and customer loyalty and has a
willingness to acknowledge and embrace
the disruption, making it a key part of
strategic vision. Reacting to disruption in
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the new dynamic banking paradigm will not
be sufficient to maintain relevance in the
market, ultimately eroding customer base
and market share.
Those that are able to proactively spot the
trends and signs of disruption, formulate
a clear plan and transform culture and
competencies will succeed. Simply focussing
on driving out cost, digitising existing legacy
processes and maintaining aged systems in
an attempt to create the illusion of keeping
pace will not enable the foundational change
required to compete.
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Which path to take?
The combination of the financial crisis, the extension of a low margin environment
and the digital revolution has placed incredible pressure on the traditional financial
services model and is leading to increased fragmentation of the value chain. So
which path should banks and building societies take? Well, that depends on their
mission and values.

Whilst the components of the new ecosystem are
not necessarily mutually exclusive in the future,
we anticipate that there will be increasingly clear
segregation of business models into platforms,

Most digital banks are likely to focus on market
entry as a distributor, typically with a monoline
product like a current account and other
products manufactured by third parties. This

manufacturers, distributors or service providers.

may facilitate a future platform strategy as scale
builds. Large scale banks may elect to transform
into financially orientated platforms or mass
manufacturers – those that lack scale are likely
to struggle to compete as a manufacturer or
may lack the capital required to make a move
straight to a platform-based strategy. Smaller
scale banks may therefore elect to focus more
on a distribution model to generate new revenue
streams from partner products.

The challenge the traditional retail banks face
is deciding which path they wish to take and
aligning their competencies and culture to that
chosen pathway in order to deliver a successful
transformation. Those that fail to achieve this
are likely to wither on the vine in the face of
increasingly intense heat from the market forces
driving new competition and placing further
downward pressure on margins.
Most incumbent banks continue to make their
returns from a traditional banking model –
developing, distributing and servicing their
own products. We expect this model to still
be relevant in the future ecosystem but to be
reserved for banks looking to provide a more
specialist service to their consumers.
Those that choose this business model
will still need to excel in providing a
great customer experience so as not
to lose ground to the platforms.

www.targetgroup.com

Customer experience is a key success factor
to electing to pursue this business model. As a
starting point, all banks should aim to maximise
value from the current business model and
develop the competencies required to facilitate a
future business model transformation along their
chosen path.
We have the ability to support banks with
different scale and capabilities along their chosen
path to help deliver the transformation that deals
with the disruption the sector is facing. Disrupt or
prepare to be disrupted.
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Utility
Producing products
and distributing those
products through their
own channels. This is
the traditional business
model in retail banking.

Manufacturer
Manufacture products
for distribution through
3rd party channels and
platforms, leveraging
the brand, reputation
and customer base of
the distributor partners
to generate product
sales.

Distributor
Distributor of 3rd party
products through own
channels, leveraging
the specialist product
development and
service (e.g. advice)
capabilities of
manufacturer partners
to create solutions
for customers and an

Platform
Provide financial
services alongside a
range of other offerings
to customers to
deliver truly connected
experiences.

engaging customer
experience.
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Summary
To be successful in the future banking ecosystem, retail banks and
building societies need to decide what role they want to play in that
environment and devise a strategy that transforms and modernises
their business model to achieve that role.
The benefits of revolutionary
innovation can only be fully
realised if they are part of a
wider transformed ecosystem.
Layering technology onto
legacy ways of working,

Which path they choose will
depend on:

behaviours, processes and
procedures will not yield
outcomes that drive agility,
speed, and reduction of cost.

• the people and the leadership
• their ethical, environmental
and social stance
• the sector they operate in
• their strategic goals and
imperatives
• their current and desired
business and operating
models

With this revolution, banks can
more readily take their chosen
position in the new symbiotic
digital world, be that a platform
operator, a manufacturer or
distributor of financial products
and solutions or somewhere in
between.

Stuart Anderson

• their customer base and
value proposition
• the culture of the organisation

Stuart has worked in the
financial services industry
for 30 years leading high
performance teams within
the Banking and Insurance
industries, specialising in
complex Business Services and
Transformational BPO and ITO.

Any revolutionary
transformation must be closely
aligned with the organisation’s
own mission and values.
After all, only a strong and
sustainable ecosystem will be
able to successfully drive the
market forwards.
For further information:
visit www.targetgroup.com or
email marketing@targetgroup.com

He has a track record of
working at pace to initiate
and deliver business strategy,
turnaround and market
transformation in complex,
regulated financial markets.

Chief Commercial Officer
www.targetgroup.com
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