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With digital having become increasingly utilised in every aspect of our lives, we

are growing accustomed (tech-savvy or not) to IT and the possibilities it has given

to us. To name a few, IT provided consumers with convenience, ease of access and

ownership of products and services 24/7. Consumers have come to expect this

level of service in every area of their lives. The banking sector has been no

exception to this. 
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Conclusion: Is it the time to Launch a Bank? 
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However, with the regulatory frameworks across the world aligning to the technical

feasibilities and consumer needs of today's market, the focus is shifting from traditional

brick and mortar banks to ‘Open Banking’. Open Banking Payments are expected to grow

by more than 460% by 2024. In Europe, the regulatory framework changed with the

introduction of PSD2 (the Second Payment Services Directive) to foster competition

within and across the European Union. The PSD2 legislation is aimed at improving digital

payments capabilities and enables consumers to have greater control over their financial

data. The UK’s exit from the EU has reintroduced friction, cost, and complexity to

payment processing. However, Payment Service Providers (PSPs) are putting forward

innovative solutions for their clients. These regulatory changes combined with the

technological advancements and lower cost of IT, have resulted in a lower entry cost to

the banking sector.

As such, it could be an attractive time to launch ‘digital only banks’ and over the past

years, some companies have already gone down this route. Monzo, N26, BUNQ, Raisin and

Revolut are only a few names that will be familiar to consumers. These organisations have

all chosen to launch an online platform and have proven that strong and transparent

customer journeys and the convenience of opening an account from the palm of one's

hand without leaving one's home, wins consumers over to the digital experience.

Even though digital can no longer be seen as an impediment to entry, the banking sector is

heavily regulated with high service and availability requirements. This is for good reason

as the banking sector is vital to the economy with consumer trust being eroded quickly

during the financial crisis in 2008. Therefore, each entrant should not only consider its

unique selling point to attract customers and set itself apart from the competition, its

revenue potential and operating costs (incl. IT), but also its duty of care to its customers

and reporting requirements associated with its particular license. Therefore, can it indeed

be said that the time to launch digital only banks has arrived?



Organisations looking to operate as fully licensed credit institution will

need to apply for a (full) banking license. According to the European

Banking Authority (EBA) (2020), a credit institution is ‘an undertaking

the business of which is to take deposits or other repayable funds from

the public and to grant credits for its own account’, and therefore,

organisations operating under this license can offer a wide range of

products and services (e.g., business and retail banking and lending,

payment services, e-money, deposits, currency exchange, funds, etc.)

and it offers the possibility to diversify one's portfolio. These products

and services, however, are regulated. Furthermore, under this license,

organisations are also required to comply to and report in accordance

with the capital requirement regulations (CRR) and adhere to the

implementing technical standards (ITS), the Consumer Protection Code,

Cyber Security and Anti-Money Laundering regulations (Central Bank of

Ireland, n.d.) to name a few. As an organisation operating with a banking

license has more responsibilities, operate at a higher market risk and

have stringent requirements it has to fulfil, the application and

authorisation process for the banking license is longer and will likely

take 1+ years.

Payment institutions or service providers provide the ability to accept

electronic payments and must be authorised to provide these services.

In this category one can also find the Payment Initiation Service

Providers. Payment Initiation Service Providers allow consumers to

make online credit transfers and inform a merchant immediately of the

payment initiation. They provide an alternative form of online payments,

The Financial Services sector is heavily regulated. Organisations wanting to

operate as a credit institution or within the payment servicing space for

instance, as a Payment Institution, Account Information Service Provider or

Electronic Money institution, will need to be authorised and registered.

There are capital and security deposit requirements, ownership restrictions,

and firms should demonstrate Anti-money laundering (AML), cyber security,

consumer and data protection capabilities. Organisations looking to enter

the market, do well to familiarise themselves with the various options

available and the application process, as the license determines the product

and services the organisation can offer, the reporting requirements it must

adhere to and the levy it must pay.

The following could be considered:

R E G U L A T O R Y  A N D  L I C E N S I N G
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Electronic Money Institution can apply for an E-money license. An e-

money institution is an institution that has been authorised to issue e-

money in accordance with the European Communities (Electronic

Money) Regulations 2011, as amended Electronic Money Regulations

(EMR) (Central Bank of Ireland, n.d.), where e-money refers to an

electronic store of monetary value on a technical device that can either

be software or hardware-based products and may be widely used for

making payments to entities other than the e-money issuer (ECB, n.d.).

It, however, does not necessarily involve a payment account but could

utilise a prepaid instrument. E-Money institutions are, at minimum,

required to comply to the Payment Services Regulations, the Amended

Electronic Money Regulations and the Consumer Protection Code and

Anti-Money Laundering regulations (Central Bank of Ireland, n.d.).

Further regulations may apply for credit agreements and payment

accounts. The application and authorisation process for a e-money

license are typically shorter than a year. There is also the option to

registered as a Small Electronic Money Institution and be exempt of

some of the authorisation requirement. However, a Small Electronic

Money Institution will be limited as a result and cannot for example

passport (William Fry, 2020). In the UK, for E-money license (EMI)

applications, the licensing timeline is 3 months when the application is

complete, and 12 months if the FCA requires additional information

from the applicant.

for which the consumer only needs to possess an online payment account

(Central Bank of Ireland, n.d.) Unlike PSPs, Account Information service

providers (AISPs) do not execute payments but allow consumers and

organisations to hold a holistic view on their financial situation. AISPs are

required to register. Both type of organisation has to demonstrate that the

organisation complies with the requirements of the European Union

Payment Services Regulation (Central Bank of Ireland, n.d.). Not all

providers of payment services require authorisation or registration in the

UK For instance banks, building societies, post office and certain public

bodies can provide services without need for further authorisation or

registration but must comply with Payment Services Regulations (PSRs)

guidelines. 

The national supervisory authority of each member state, which in Ireland, is the

Central Bank of Ireland, are within the European Union charged with providing

guidance on licensing, maintaining a register of licensed organisations and the

handling of applications of financial organisations in collaboration with the ECB and

EBA.



If an organisation is not looking to operate as credit institution, it could

choose to apply for authorisation as a payment institution or look at an

account information service provider registration or alternatively, the e-

money license could be suitable. Companies that aim to become credit

institutions (fully licensed banks) may consider applying for a e-money

license to grow and solidify the business to apply for a banking license

when it is ready to meet the requirements of this license. Alternatively, it

can choose to start the process of applying for a full banking license and

engage with the relevant national supervisory authority and work towards

obtaining this license.

Both paths have been previously followed by companies entering the

market and based on the company' circumstances one alternative could be

more attractive than the other. Factors such as the regulatory

requirements, the company's product or service, the company's long-term

strategy and its view on diversification, the duration of the applications

process, the levy to be paid, the scaling requirements and costs, the

(un)certainty around Return on Investment (ROI) for digital banks, as well

as the type and level of investment or funding the organisation has at its

disposal (e.g., Venture Capital, Angel Investor, Private equity, start-up

funds), can sway the organisation towards a preferred license and/or route.

However, if an organisation's objective is to become a licensed bank, it

should plan and start to build the required capabilities early and grow

these so that it can meet the regulators requirements and can operate in a

transparent manner.
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M A R K E T ,  C O M P E T I T I O N  A N D  
T H E  C O N S U M E R

With the threat to new entry increasing due to technological and regulatory changes,

competition in the market has increased with many Fintech being active on the playing

field. In addition to the traditional financial institutions, there are various digital

banks and digital payment providers that are already active in the market and are

competing for the same consumer base. A new entrant, therefore, must ask what its

‘Unique Selling Point’ is, not only in relation to the traditional banks, but also in

relation to its digital competitors. Does the company serve a customer that is

currently underserved, or does it serve existing customers better? These questions

will need to be answered as one underserved need can form the core of the product

offering that has the ability to attract customers away from their current banking and

payment providers.
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It is important to create a prototype and put it in the hands of consumers

to get consumer feedback and validate assumptions to ensure the product

addresses the consumers' needs. This is where start-ups can set

themselves apart from traditional banks and can launch themselves ahead

of the competition. Start-ups can take advantage of short reporting lines

and make direct contact with its clients. By learning and failing fast, start-

ups can adapt quickly which is increasingly important in the digital era and

by engaging with consumers during the development process,

organisations can launch a minimum viable product that not only addresses

customer needs but has the ability to delight them. Continuous customer

engagement during the development process is also an opportunity to build

a relationship with clients through sharing the organisation's story and by

listening, adapting to and addressing clients' needs in a transparent

manner. 

Agile and lean development methods could be suitable for developing and

building out the product and can provide a scalable framework that can

grow with the company. The focus of the initial development phases should

be on the core product and teams should work on optimising it, before

adding on additional features. Focus on delivering a quality product, follow

the organisation's roadmap and don’t be sidetracked by add-on features.  

Continue to test the organisation's hypotheses to ensure the team is on the right track

and continue to welcome feedback and adapt the organisation's product and roadmap.

Ensuring the core product meets customer expectations and offers the solution

desired by customers, is vital as this is the basis the company is entering the market on

and is what will (or will not) attract customers. Feedback and flexibility, combined with

skilled and passionate people is the life force of start-ups. With start-ups generally

starting small and not being encumbered by vertical and horizontal reporting lines,

employees can feel engaged with the organisation, the product and the customers and

focus on value driven development in small driven teams with communication within

and across functional areas to together share the story of the company and sustainably

build and grow it.

Sustainable growth and return on investment (ROI) are important factors in endurance

of companies. In the digital banking space, few digital challenger banks have been able

turn a profit even though there operating cost would be considered lower than their

traditional counterparty. As traditional bank are mature organisations with diversified

sources of income, they hold this advantage over their digital competitors. Digital

competitors that are looking to establish themselves in the banking industry, are in the

early product lifecycle stages of introduction and growth, and benefit from high rates

of innovation but also offer the features and customer experience against lower fees.
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S E T T I N G  U P  T H E  I N F R A S T R U C T U R E  

They cannot supplement R&D with income sourced out of matured cash cow

products, and require considerable investment to build, optimise and

market themselves. Therefore, ROI will be a focus point. However, ROI

should be balanced with sustainability for the longevity of the organisation

(Taneja, Hemant and Chenault, Ken 2019). 

By placing focus on a mindset of growth and endurance as principles of the

organisation, firms are intrinsically aligned to the long-term interests of

society (Taneja, Hemant and Chenault, Ken 2019). By contributing

positively to consumers’ lives, serving them transparently and building

strong products supported by a scalable infrastructure, business model and

leadership structures, organisations can create an adaptive capacity that

will help the company evolve and adjust to market changes, thereby, not

only moving towards maturity and ultimately decline on one product, but

finding new avenues of product development and diversify the company's

offering and sources of income that will help organisation to remain

relevant for decades to come (Taneja, Hemant and Chenault, Ken 2019). 

In the UK, the Financial Conduct Authority (FCA) oversees a regulatory

sandbox, within which firms looking to deliver innovation that is either

regulated business or supports regulated business in the UK financial

services market, can operate. The innovation has to be new or a significantly

different offering in the marketplace. In addition,  the innovation should 

 offer a good prospect of identifiable benefit to consumers, either via direct

or heightened competition. 

To meet the eligibility criteria, firms must have a genuine need to test the innovation

in the FCA sandbox and capable to test the offering in the real market with real

consumers.

With technology advancements and the rise of cloud service providers (Software as a

Service (SAAS) and Platform as a service (PAAS)), IT has become more accessible

resulting in lower operating and maintenance cost and more options available to exist

virtually. However, though it is widely believed that digital banks have an advantage

over traditional financial infrastructure that are digitalising on legacy infrastructure.

Digital banks are not encumbered by legacy infrastructure and traditional

organisational reporting structures, but they do have their own challenges. Setting up

a bank and creating banking infrastructure requires considerable investment and it

continues to remain challenging as banking needs a dependable and scalable

infrastructure.
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Like developing a minimum viable product to test in the market,

organisations should also build a minimum viable platform. Banking

platforms consists out of a front-end where the customers interact with

the bank, middle ware to connect the various systems and handle the

traffic load to the back-end that contain among other the core banking

engine and various reporting tools. 

Front-end development will have considerable design attention as it

included the app and online banking portals and is visible to customers. As

such, a focus on good design and clear and transparent customer journeys

is important. Apps, web portals or hybrids are widely used and can be

bought or developed in-house with a wide variety of coding techniques and

development tools available (e.g., Java, Android or IOS SDK, C++, and

more). They can offer a wide range of functionality and are customisable to

the organisation, its brand and the preferred user experience. However,

designing clear and user-friendly interfaces for technical financial

products is not straightforward and requires knowledge of the industry

and financial products. User feedback in this area as discussed in the

previous section can be helpful in developing elevated journeys that

address customer's needs. 

Customers can also provide feedback as the experience is visible to them and

therefore, they are able to articulate their experiences. Articulation is not always

required as feedback mechanisms can be built into the front-end. Moreover, by

utilising AI, learning can occur, and experiences can be optimised. However,

integration with other channels must be seamless to ensure a consistent experience

across channels. With FinTech becoming more ingrained in customers’ lives, customers

have come to expect more. For example, instant payments are a reality and therefore,

considerable effort must be invested in developing functionality and integration with

payment gateways. 

Payment gateways is one of the most important integration points between the front

and the back-end. The back-end houses for instance the core banking engine. The core

banking engine holds crucial information and manages the accounts, balances and

transactions and therefore, is the heart and brain of the bank. Developing a core

banking engine in-house is achievable but requires considerable investment and

technical knowledge that will have to be kept in-house with talent to be retained.

Alternatively, a core banking solution can be purchased, outsourced or leased as SAAS

or PAAS. Additionally, a digital bank also requires various reporting, fraud detection

and security systems. Again, there the organisation can choose to develop these in-

house, but it can also choose to purchase or pay for a cloud-based service and

integrates these with APIs. 
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Europe is an attractive market for investment as there are many countries part of

the European Union that have a skilled labour force, technical resources and a

stable and predictable tax climate (EY, 2019). 

L O C A T I O N :  W H Y  O R G A N I S A T I O N S
C H O O S E  I R E L A N D

Many digital providers will choose to outsource a variety of these services

to FinTech firms as there are a variety of vendors available. This has the

benefit of a high-quality product, scalability and a faster time to market,

but also requires the organisation to build a strong vendor selection and

management capability. The organisation will have a dependency on its

vendors to deliver its service while remaining itself accountable. Banks are

held to high standards as their services need to be reliable as they are

crucial to the economy. Guidelines have been written by the EBA (2019)

for outsourcing of services to ensure that there continues to be a robust

oversight and governance with effective control and risk management as

well as effective day-to-day management. Payment institutions are

required banks to inform the national supervisory authority if there are

material changes in their outsourcing arrangements (Central Bank of

Ireland, n.d.). 

Banking requires a high availability and reliable infrastructure with strong

incident management procedures. Not only is it detrimental to customers’

experience if the banking service are not available when desired and may

lead to the loss of customers, market share and revenue, but payment

institutions are also required to notify the national supervisory authority

if there is a major operational or security incident (Central Bank of Ireland,

n.d.). A major incident is ‘a singular event or a series of linked events

unplanned by the payment service provider which has or will probably

have an adverse impact on the integrity, availability, confidentiality,

authenticity and/or continuity of payment-related services’ (EBA, 2017)

and is required to be reported within 4 hours of detection (Central Bank of

Ireland, n.d.). 

This is only one further reason organisations looking to enter the digital banking

sector, to put considerable time, effort and investment is setting up their

infrastructure and selecting their partners and vendors to ensure a transparent,

reliable and successful digital bank that delights and cares for its customers, is

built.
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As a member of the European Union, authorisation in Ireland will allow

companies to avail of passporting and thereby an Irish base provides

organisations with access to the EU market. 

The English language is widely spoken, and Ireland is and is a native

English-speaking country.

The country has a skilled workforce comprising of national and

international professionals that have considerable technical and

financial skills. 

Ireland has a fast-growing economy with a pro-business environment

and a growing Fintech presence.

Ireland has one of the youngest populations in Europe and its labour

cost are mid-range in Europe and below the Euro Area average (IDA,

n.d.).

The Central Bank of Ireland is an experienced regulator that has issued

guidance notes that clearly outline the authorisation or application

process. 

The country has a favourable tax regime and extensive tax treaty

network. 

With two incumbent firms having announced that they plan to leave

the Irish market, there will be less traditional banks active in the

market that digital banks have to compete with. Customers from these

banks will be forced to look at alternatives for their accounts, leaving

digital banks free to claim market share if they can market themselves

as attractive alternatives to the traditional brick-and-mortar banks.

Moreover, there may be incentives for entry in the future to ensure the

Irish market remains competitive.

Financial institution, moreover, have the added benefit that once

established in a member state, the organisation can passport its service to

other member states. For investors looking to operate in the European

Union, the UK used to be the country of choice. Post Brexit, organisations

have to look at alternatives to passport their services and Ireland is an

attractive option due to, for example:

For these reasons, Ireland could be an attractive base to launch a new

bank for organisations looking to enter the banking sector and/or the

European market.



C O N C L U S I O N

Is it the time to Launch a Bank? 

With the advancement in technologies, the falling cost of IT, the rise of

Fintech and the wider availability of digital skills combined with the recent

regulatory changes that has opened the banking sector, a case can be

made for the attractiveness of launching digital only banks. 

That it is possible to create and exist as a digital bank has been proven by

a select group of organisations that are seen as the challenger banks. It is,

therefore, likely that other companies will follow with the group of digital

only banks expanding and competition increasing. Therefore, the time to

enter the market seems to have arrived and would be before the market is

saturated. However, the current digital challenger banks still face an

uncertain ROI and with competition increasing, it will be more difficult to

find a unique value proposition. Moreover, setting up a bank continues to

be a challenging endeavour that requires considerable amount of

investment and that has to adhere to a strict regulatory framework. As

such barriers to enter have not fully eroded. 

Starting a digital bank is attainable but it continues to require a clear

vision and a well-thought-out roadmap with a strong business model that

is centred around continuously exceeding customer expectations through

innovation while also meeting regulatory requirements. 

TI
M
IN
G

| Page 9



WHO WE ARE

OUR GLOBAL SERVICES  

Founded in 2002, CubeMatch is a global change and transformation consultancy,

specialising in Financial Services and selected as the chosen partner  for some of the

largest and most demanding transformation projects within the Financial Services

sector. 

CubeMatch is an international brand continuously expanding with six offices

worldwide : Dublin, London, Amsterdam, Frankfurt, Singapore and Chennai.

Combining our world class expertise in Financial Services with our rich capabilities

in all aspects of change and transformation, we apply a Multiplier Effect, helping

clients to be more effective today while creating value for tomorrow. 

We are Banking Native; it runs through our DNA. Unlike more general change

consultancies, this banking intimacy means we deliver change and transformation

programmes that stick, against a backdrop of complex regulations and continuous

disruption. 

Over the years, we have successfully built a global firm that is uniquely equipped to

deliver pragmatic and business-focused results. We have over 150 staff and multi-

million euro revenue. And through our strategic partnerships  we apply innovation

to help organisations operate, compete and deliver at scale. Blending our powerful

change capabilities with next generation technology, we deliver innovation and

business agility to help businesses thrive.

Strategic Change 
and Programme Delivery

H O W  C U B E M A T C H  C A N  H E L P

Business and Digital
Transformation

Regulatory, Risk 
and Compliance

Managed ServicesQuality AssuranceData and Technology
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Visit our website : www.cubematch.com

CubeMatch (Ireland) Ltd 

+353 1 253 0020

Ireland@cubematch.com

CubeMatch Ltd (UK) 

+44 20 3004 8098 

UnitedKingdom@cubematch.com

CubeMatch B.V. (Benelux)

+31 85 486 1021

Benelux@cubematch.com

Other Locations

CubeMatch GmbH (Germany): Germany@cubematch.com

CubeMatch APAC Pte Ltd (Singapore): Singapore@cubematch.com

CubeMatch Claritaz (India): India@cubematch.com
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