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The impact of Covid-19 on retail banking 
The economic disruption caused by the lockdown measures taken to stop the spread of Covid-19 is creating acute financial stress
Retail banks will play a critical operational and strategic role in helping absorb the first-round adjustment costs

Source: MEED

Revenue Predictions

 In the near-term, Covid-19 will be analogous to the credit crisis,
creating a period of economic paralysis and leaving a massive hole in
bank balance sheets

 Fee and interest income will fall, driven by reduced use of cards
(interchange fees), and the obligation to provide payment holidays
and waive interest and overdraft charges

 Non-performing loan (NPL) ratios will increase, particularly across
SMEs in sectors such as retail, travel, tourism, and entertainment

 New mortgage lending will freeze. Net interest margins will remain
low and/or be compressed further by rate changes

 Short-term costs will increase amid lost productivity from increased
work from home, and scenario analysis and stress testing of possible
COVID-19 impacts

Unemployment

 The International Labour Organization (ILO) estimates job losses of
around 25 million worldwide.

Supply Chain & Demand Disruption

 Massive increases in digital activity, both from employees working
from home and customers using mobile apps/websites, will drive
increased risk of performance disruption

 Much longer than normal lead times for infrastructure components
(such as, servers, storage, parts and networking gear)

Sector-specific stimulus programmes

 Various measures are being implemented including fiscal stimulus
steps, monetary easing through interest rate cuts, liquidity measures,
and a relaxation of capital rules.

 Operational challenges and lack of policy clarity have left some banks
fearful of “writing blank cheques” when providing emergency finance

Being a force for good

 By taking various counter-cyclical measures, banks will play a critical
role in protecting employees, customers and the wider economy.
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The impact of Covid-19 on retail banking segments

Covid-19 is affecting all parts of the banking value chain, rendering obsolete many aspects of channel strategy, credit risk and systems management
An infrastructure mismatch will force providers to double-down on end-to-end process automation across all sales and services pathways 

Channels

Covid-19 will lead to a step-change in digital channel behaviour, punishing slower-moving banks or those under-invested
in digital. Branch interaction will drop sharply, although 1-2-1 in-person interaction will still matter for “moments of
truth”. All banks will experience a massive spike in call centre volume and “first time” digital users. Existing users will
complete more high value, high risk banking activities online creating increased cybersecurity and fraud risk.

Products 

Reduced card usage (interchange) and foreign exchange (fees) will hit new digital banks hardest. New mortgage lending
revenue will be suspended to understand current exposures. Various product innovations to limit near-term default risk,
such as payment holidays, waived charges and interest free periods. Operational “plasters” will be necessary to render
quickly digitized processes with front-to-back process integration dependent on longer term tech transformation.

Operations

Infrastructure 

Legacy technology will impair time-to-market, putting incumbents at an operational disadvantage vis-à-vis new entrants
operating on entirely modern cores. The cost of any service outage will become much bigger (given lack of physical
alternatives and digital dependence) just as it becomes more likely, due to escalating volumes across all touchpoints on
internal systems (from increased working from home) and customer-facing apps.

Significant negative impact Significant positive impactModerate negative impact No impact Moderate positive impact

Risk models and stress tests (market, credit and operational risk, etc) must be re-thought and re-run to account for
market changes. Human-dependent process become doubly vulnerable given risk of contagion and human error, driving
widespread automation. Orthodox credit risk models no longer drive sensible credit decisions, necessitating manual
overrides and open banking-enabled processes to factor in new data model.

Source: MEED
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Impact of Covid-19 on the retail banking sector value chain

Significant negative impact across the entire value chain but ultimately “forcing” through necessary business model change

Significant negative impact Significant positive impactModerate negative impact No impact Moderate positive impact

Products Operations Infrastructure Channels

Short-term impact

Mid-term impact

Long-term impact

Rapid change in digital channel 
usage, diverting primarily to 

call centres. 

Banks that built out mobile as a 
full sales and service channel 

reap benefits. 

Accelerated decline in branch 
usage and conversion of digital 

holdouts.

Operational workarounds to 
affect process changes quickly 

at expense of long-term 
process simplification.

Growing reliance on open 
banking partnerships to refine 
credit assessment and remote 

on-boarding

Cloud migration, software-as-a-
service partnerships,  and data 
consolidation to enable more 

personalised digital 
interactions 

Loss of income, “forced” 
lending to vulnerable 

segments, and waived fees and 
charges

Legacy systems creak amid 
increased volume and velocity 

of data processing and new 
time-to-market imperatives.

More flexible product options, 
greater personalisation and 

hybridisation of features.

Cloud-native, mobile-native, 
micro-services architectures to 
optimise agility and flexibility.  

Cautious resumption of lending 
but with non-traditional credit 

risk metrics.

Increased process automation 
to improve business resilience 
and re-on-shoring of business 

critical activities.  

Source: MEED
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Mitigation strategies or the retail banking sector in response to Covid-19

The deep impact of Covid-19 on the banking sector in the short-term is creating conditions for accelerating financial sector innovation 
The outcome for the banking sector will be a more flexible and agile tech platform enabling deep personalisation at scale 

Sources: MEED; GlobalData Analysis; Client & Subject Matter Expert Interviews; Press Articles; Company Announcements

 Immediate load-balancing through 
customer and employee 
communications 

 Optimise digital experience for “first-
time  users” through simplified UX and 
contextual help

 Implement operational workarounds to 
render service requests digitally and 
support various payment/fee changes 

 Triage customer enquiries, optimise 
chat-bots for critical Covid-19 enquiries 

 Re-purpose branch networks for high-
value, 1-2-1- high interaction (in-person 
and virtual agents) 

 Use outbound financial “wellness” 
campaigns, with stress tests and 
customer action plans. 

 Close digital channel gaps and 
optimise all sales and service pathways 
for digital touchpoints.

 Increase use of open banking-enabled 
data for affordability assessment, 
eKYC, credit risk.

 Improve personalisation in customer 
interaction, across price, place, 
product (3Ps)

 Increase product flexibility, with the 
ability to expand and contract, based 
on changing requirements.

 Relax tactical time-to-market priorities 
in order to realise more long-term 
strategic change around core system 
modernisation 

 Implement digital transformation to 
create new digital capabilities rather 
than digitise existing processes. 

 Adopt a cloud-native approach to 
reduce start-up costs, run-time costs 
and time-to-market, while enabling 
“plug and play” partnership at scale. 

 Deploy an API-enabled micro-services 
infrastructure to deliver heightened 
flexibility and agility responding to 
market changes. 

 Adopt approach of hyper-
personalised, “segment-of-one” 
banking across channels, products and 
processes 

 Adopt mobile-first design across all 
sales and service pathways

Short-term strategies
6-12 months

Mid-term strategies
1-3 years

Long-term strategies
3-5 years
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Retail banking and Covid-19  - Thematic Scores
Covid-19 has disrupted every aspect of the banking and financial services industry
Firms across the board will lose out, with only a few benefiting from the crisis

3
BBVA: Diversified geographic coverage combined with strong digital 
offering minimizes disruption to revenue and  customer support.

DBS: Moderate impact on revenue. Digital prowess positions it to 
acquire  a greater share of digitally savvy customers.

TSB (UK): Underinvestment in digital channels, botched IT system 
migration, and branch heavy operation. 

USAA: Proven digital process for serving customers remotely under 
conditions of acute stress (deployed military personnel).

Monzo: Highly dependent on interchange revenue which  will drop 
substantially as retail spending collapses. 

N26: Sales of distributed products will fall.  Interchange income will be 
hit in the short-term. 

My Bank: Higher NPLs in next 2 quarters, but will benefit from swift 
Chinese action, digital reach and non-traditional credit risk techniques.

We Bank: Will benefit from resumption in economic activity and 
enhanced credit risk

Capital One: Large exposure to unsecured credit and portfolio tied to 
retailers . Economic uncertainty will reduce spending on credit cards. 

Klarna: Adversely affected by higher default rates amongst customer 
base.

1

2

4

3

1

2

2

1

1

4
Yolt: Demand for money management will be higher and will benefit 
from cross-product sales, as consumers seek better deals.

Yodlee Envestnet:  Greater consumer concern regarding financial 
wellness will drive engagement and customer numbers. 

Zopa: Prime borrowers and targeted repayment freezes will limit the 
adverse impact on revenue.

Lending Club: sales and service pathways optimized for digital needs 
of SMEs

Funding Circle: Search volume for new business loans reportedly up 
150% week on week. 

Habito: Greater demand from customers to reduce housing payments  
and difficulty with existing bank could drive new business. 

Molo Finance: Lack of revenue will severely impact earnings. 

Goldman Sachs (Marcus): Exposure to unsecured debt consolidation 
loans in US will see a rise NPLs over  the next  few quarters. 

Intesa Sampoalo: Highly exposed to Italian market, critical services 
process not digitized exacerbated by reduced branch capacity.

Navy Federal: Proven digital process for serving customers remotely 
under conditions of acute stress (deployed military personnel).
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1 Significant negative impact 5 Significant positive impact2 Moderate negative impact 3 No impact 4 Moderate positive impact
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Source: MEED; GlobalData
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The impact of Covid-19 on the retail banking sector - Further reading

Latest Covid-19 reports from GlobalData’s Banking Intelligence Centre

Date Reports

20/03/2020
Financial Services: Adapting to the Coronavirus (COVID-
19) Outbreak

06/04/2020
Coronavirus (COVID-19) - Executive Briefing - April 06, 
2020

09/04/2020
Coronavirus (COVID-19) Sector Impact: Retail Savings & 
Investments – Italy

08/04/2020
Coronavirus (COVID-19) Sector Impact: Retail Savings & 
Investments – Australia

07/04/2020
Coronavirus (COVID-19) Sector Impact: Retail Savings & 
Investments – China

03/04/2020
Coronavirus (COVID-19) Sector Impact: Payments 
Snapshot – France

02/04/2020
Coronavirus (COVID-19) Sector Impact: Payments 
Snapshot – the UK

02/04/2020
Coronavirus (COVID-19) Sector Impact: Payments 
Snapshot – Australia

30/03/2020
COVID-19 Impact on the Payments Industry: the US 
Forecast Snapshot

Date Reports

27/03/2020
COVID-19 Impact on the Payments Industry: China 
Forecast Snapshot

09/04/2020
Coronavirus (COVID-19) Sector Impact: Retail Banking –
New Zealand

Source: MEED; GlobalData

https://financialservices.globaldata.com/Analysis/Details/financial-services-adapting-to-the-coronavirus-outbreak
https://financialservices.globaldata.com/Analysis/Details/coronavirus-covid-19---executive-briefing---april-06-2020
Coronavirus%20(COVID-19)%20Sector%20Impact:%20Retail%20Savings%20&%20Investments%20–%20Italy
https://financialservices.globaldata.com/Analysis/details/coronavirus-covid-19-sector-impact-retail-savings-investments-australia
https://financialservices.globaldata.com/Analysis/details/coronavirus-covid-19-sector-impact-retail-banking-new-zealand
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