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Digital Lending: a must to survive

‘Digital lending’ is a broad term describing the end-to-
end management of credit products through digital 
channels. Target-state digital lending architecture 
enables borrowers to easily submit credit applications 
through their device of choice, facilitates automated 
processing of all the associated identity and credit 
checks, disbursing the funds and even managing 
collections – all with little to no human intervention, 
enabled by advances in technology and data 
availability.

Credit is at the heart of banking operations. Digitising 
credit provides considerable benefits to both lenders 
and borrowers. Lenders can achieve enhanced risk 
management, revenue protection and growth, and 
significant cost reductions. Borrowers get on-demand 
service, faster decisions and more competitive pricing. 
In this always-on and ever-connected age, having a 
strong digital proposition is no longer a nice-to-have; 
it’s a must-to-survive.

The urgent case for digital transformation

Customer expectations have changed dramatically 
in recent years, shaped by experiences with internet 
giants and FinTechs. Customers expect near-instant 
fulfilment of their needs, which means lenders need 
the capabilities to provide 24/7 servicing and quick 
decisions, with short time-to-cash durations and a 
seamless user experience. 

This rising bar is not exclusive to retail customers 
though; SMEs are also beginning to embrace the 
benefits of using FinTech innovators rather than 
traditional lenders. With the growth of Open Banking 
APIs, they can more easily share financial data that not 
only improves their access to credit, but also makes it 
easier for providers to offer relevant services, helping 
their business to grow.

The market for digital lending looks set to expand 
dramatically. Customers and small businesses have an 
increased appetite for automated financial products 
and processes. The COVID-19 pandemic has further 
accelerated demand from lenders and customers alike 
for digital and contactless solutions. At the outset, the 
crisis was much easier to handle for those firms with 
mature digital capabilities, as customers were able 
to largely self-serve and products all sat on the same 
platform - and therefore could be easily introduced / 
amended.

Even before the pandemic, other technology-enabled 
players had entered the credit scene and are nibbling 
at the fringes; peer-to-peer lending is a growing sector 

starting to grab the attention of mainstream banks, 
as evidenced by Metro Bank’s 2020 announcement 
to acquire Ratesetter, a leading UK alternative lender. 
These streamlined FinTech platforms offer a digital 
experience that is still a distant dream for many banks; 
with customers able to see personalised interest rates, 
complete applications, and receive funds in their 
account within the hour – all without leaving their sofas. 

Banks need to approach digital lending transformations 
with the ambition of creating a truly superior customer 
experience, not merely capturing incremental process 
efficiencies – revolution, not evolution, is needed.

What progress has been made across the 
industry?

Some segments have seen quicker adoption than 
others, for valid reasons.

Retail was a clear candidate to lead the charge given 
the magnitude and availability of customer data, 
standardised journeys and high volumes. A sizeable 
number of banks can already process credit card and 
personal loan applications digitally. Their customers can 
now complete applications via a few swipes on a mobile 
app, with instant decisions and access to funds within 
minutes.

Challenger banks blazed the trail, unencumbered by 
legacy infrastructure and the associated migration 
challenges. In some cases this has led to larger 
incumbents launching new brands, such as Clydesdale 
Bank’s B and Natwest’s Mettle. Building these as new 
businesses allows them to use the latest technology 
stacks, avoid corporate bureaucracy and operate 
similarly to the nimble start-ups they seek to fend off.

SME lending has seen continued investment over the 
last few years. However, even though SMEs make up 
over 99% of private businesses in the UK, it remains 
an underserved segment. Reports from sources as 
varied as the OECD, Close Brothers and American 
Express have all highlighted the difficulties SMEs face in 
securing business finance. Digital Lending solutions can 
address these challenges. For example, Open Banking 
allows transaction histories with other providers to be 
made available to all potential lenders, expanding the 
choice available to SMEs. On the flipside, for the lender 
this transaction data can give a deeper and more 
current understanding of the enterprise’s situation than 
passé annual reports and accounts.

Mid and large corporate lending has typically been 
viewed as less of a priority, though progress is still 
being made. The lower transaction volumes and higher 
values result in less exigence and greater prudence 

when it comes to digital transformation. The complex 
nuances and interdependencies surrounding corporates 
still demand a human touch, where detailed sector 
knowledge and expert judgment can play an important 
role.

Nonetheless, corporate solutions are being developed 
which tackle the standardised parts of the process 
flow, with some banks taking a risk-based approach 
to automation (augmented with strong internal and 
external data) that frees valuable Relationship Manager 
time from dealing with relatively trivial decisions.

What challenges are firms facing?

Across all segments there are challenges; below are 
three of the most common that banks embarking on 
credit digitisation journeys typically face.

First, process challenges. Traditionally, there has been 
a high reliance on EUCs and manual processes, with 
fragmented legacy systems inputting into different 
stages via disjointed, clunky handovers. This has 
prolonged processing time and created sub-optimal 
customer journeys, whilst also placing unnecessary 
demands on the business. Legacy monolithic 
architectures are not compatible with rapid change 
in response to shifting client demand, nor are they 
suitable for evolving data models or integration with 
APIs to augment data.

Second, data challenges. For many firms, despite 
data warehousing initiatives data remains siloed 
across myriad sources, making it difficult to source 
and a significant impediment to the successful 
implementation of fast ratings models. Existing 
infrastructure is not primed to deliver in real-time, 
relying on antiquated batch processing methods that 
impede straight-through lending journeys. 

Third, organisational challenges. For a digital 
transformation to be successful, close cooperation is 
required across the business, risk, and technology. The 
different priorities of these stakeholders can inhibit 
collaboration and result in a disjointed solution where 
component parts function well independently, but not 
as a whole.
 
How can BCS Consulting help?

We use our deep knowledge of the financial service 
sector to help clients define and deliver large scale 
business and technology change initiatives. Our digital 
lending team have extensive experience in driving 
end-to-end digital transformation projects for banks, 
bringing together the best elements of our credit risk 
and technology expertise.

We can help with the following areas, among others:

• End-to-end analysis of lending journeys: we 
can undertake a full review, identifying areas 
for automation and streamlining processes to 
remove the clunky handovers that create friction. 
Customer experience needs to be at the heart 
of design considerations, and by marrying credit 
risk expertise with a customer-centric approach 
to digital transformation, we help clients to build 
solutions that deliver for both the bank and its 
clientele. 

• Data enhancement: Credit Risk Functions 
constantly experience challenges in data quality, 
inconsistent data standards and a lack of 
immediate availability – all barriers to a successful 
digital transformation. BCS can help develop 
a coherent data strategy to serve business 
objectives, supported by practical approaches 
to data architecture, platforming, quality and 
governance.  

• Change and implementation management: we 
can help to establish a clear vision, with cross-
functional sponsorship to maintain momentum 
throughout the transformation. Effective 
stakeholder engagement is key to success, 
especially in the complex and geographically 
dispersed working environments risk and 
technology teams often operate in. BCS can help 
develop communications strategies that create a 
compelling case for change, minimising resistance 
and ensuring all parties impacted not only support 
the change, but actively feel part of it.

Who should you speak to about it? 

Erkin Nosinov, Director 

Erkin.Nosinov@bcsconsulting.com 

Rumbie Shearer, Principal Consultant 

Rumbie.Shearer@bcsconsulting.com

Tom Howell, Principal Consultant 

Tom.Howell@bcsconsulting.com
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