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Introduction 1

1 Introduction

1.1 Problem Statement

"Technology is revolutionising banking, improving the experience for clients."! The
financial sector continuously experiences evolution. Because of this, not only con-
sumers must adapt to new forms of personal finance, but also financial institutions
must also compete and adapt in order to provide the best user experience for its cus-
tomers. Therefore, the significant rise in financial technology companies (Fintechs)
shows the importance that the financial industry places on “automated and improved

financial services”.2

Changing the scope of current financial practices is not a simple task. Various types
of customers as well as completely different target groups control their finances
uniquely. As a result, relatively older generations may not be as committed to testing
new technologies with regards to their assets as trust and security are real and serious
issues.® One generation that is particularly interesting to monitor in terms of financial
technology is the millennial group and it is also likely the most studied generation.*
“The world’s first digitally-native generation, millennials’ tech-saturated upbringing has
made the group distinct from the older generations that preceded them.” Out of all
generations, millennials are noted as “the largest segment of today’s working popula-
tion” and as a result are more likely to use financial services with technology than
those of other generations. Therefore, it is no surprise that the financial sector has a

significant issue to consider.

How will banks and other financial services correspond to millennials in this

digital age?

T World Finance 2018.
2 FinTech Weekly 2020.
3 Cf. Christ 2017.

4 Cf. Emmons 2016.

5 Mery 2019.

6  Fry2016.
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As millennials have understandably high expectations when it comes to technology,
the financial sector will have to adjust to run the business smoothly and provide the

best user experience.

1.2 Purpose and Approach of the Study

Continuous technological advancement is not specific to the financial sector. Accord-
ing to Forbes, “the industries of the future are all powered by tech.”” Since the inven-
tion of the personal computer and then eventually the smartphone, consumers are
now using high-paced technology daily. One report from Kepios states that “more than
4.57 billion people around the world now use the internet — close to 60 percent of the
world’s total population.” The number of internet users is only expected to grow and
this fact can be explored deeper for financial institutions to adapt and better satisfy

customer needs.

The purpose of the research conducted in this paper is to understand how financial
institutions are adjusting their strategies to better satisfy customer demands and ex-
pectations. To understand this, a brief overview of the history of the financial industry
is necessary before analyzing and applying current and upcoming trends accordingly.
Because internet use and technological advancement are rapidly increasing, it is par-
amount that financial institutions adapt as previous methods may be obsolete in the

years to come.

1.3 Limitation of Information

Before the following analysis is conducted, several limitations must be mentioned.
Although the millennial generation has ample subject matter to examine, it omits data
regarding the remaining generations accordingly. Therefore, as the focus is on mil-
lennials, the full scope of financial technology and the participation of all users will not

be examined.

Millennials (Generation Y) have been proven to be an important target group due to
technological proficiency and the likelihood to use financial technology relative to

other generation counterparts (e.g. Generation X, Generation Z).° Therefore, although

7 Hecht 2018.
8  Kepios 2020.
9 See Appendix 6.2, p. 16.
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this is a limitation, in theory, it does not take away from the significance of the research

presented.

2 Digitalization of the Financial Industry

21 Financial Industry Development

Today’s banking system dates back as far as the Middle Ages. Modern capitalism,
which is based on private ownership, began in Florence, Italy.”® The Medici family

was the first to create a “formal structure of the bank” as it is known today."

From the crusades to the great discoveries, Italy can be seen as the leading economic
power in Europe and the Western world.'? The country officiates as the mediator be-
tween the Levant, including countries such as Israel, Egypt, or Turkey, with the shores
of the North Sea.' The spice market can be seen as the main trading commodity of
Italian trade between both continents. However, the Italians were not only the leading
merchants but also the key players in banking at that time as foreign banking was

mainly being carried out by Italian merchant-bankers.'

Stock companies did not appear until the beginning of the 17th century; however, the
Medici Bank already predicted the “holding company”*® by then. In addition, the Italian
brokers developed double-entry bookkeeping in 1340, invented the bill of exchange,
and used marine insurance.'® Around 750 years ago, the oldest bank in the world, the

Monte Dei Paschi de Siena, opened its doors to the public in Siena, Italy.!”

The evolution of the banking system can be divided into 5 different steps beginning

with the informal banking phase.® During this phase, the focus was mainly on trading

10 Cf. King 2018, p. 27.

M King 2018, p. 27.

2. Cf. De Roover 1999, p. 1.
3 Cf. Aydin 2018, p. 6.

14 Cf. De Roover 1999, p. 1.
5 De Roover 1999, p. 1.

6 De Roover 1999, p. 1.

17 Cf. King 2018, p. 28.

8 See Appendix 6.1, p. 16.
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and “under the mattress savings.”'® From 1400 to 1950 the second phase, commu-
nity-led banking appeared. A single bank relationship appeared at the local bank
branch. From 1950 to 2000 the third evolution step occurred and universal banking
was born. From the local bank agency, access to the global international platform was
granted. This business model was necessary as part of the world population started
to travel around the globe on a more regular basis. From the year 2000 until approxi-
mately 2025, omnichannel banking led the next step of evolution.?® In omnichannel
banking, the customer can experience consistent service through different channels.
Access is granted via different tools such as the branch, credit card, ATM, E-Banking,
or mobile phone. The fifth evolution step is the ubiquitous banking phase. Ubiquitous
banking, also known as the ideal banking system, allows customers to settle “trans-
actions at any time, any number of times and results should be declared immedi-
ately.”' Those that will best develop in this phase will be those with the broadest data

capabilities, not the biggest distribution networks.??

FinTech creation started during the fifth phase of the model. FinTechs are not tradi-
tional banks, but these digital companies compete with IT solutions on banking and
payment services. These entities will progressively replace traditional banks regard-

ing various activities.

2.2 Financial Industry Evolution From Digitalization

As within other sectors, the banking sector has evolved dramatically especially during
the last decade. Digital markets have become common as a shift from analog busi-
nesses to digitalized businesses arose.?® Innovation has risen as the customers have
been provided with the possibility to access their financial information anywhere at

any time via online and mobile access.*

The introduction of digitalization in the financial industry has allowed businesses and
accountants to control an extensive amount of data to handle arduous calculations

and oversee financial transactions from one computer.?® For banks, classic in-person

19 King 2018, p. 257.

20 Cf. King 2018, p. 257.
21 Aithal 2016, p. 123.

22 Cf. King 2018, p. 267.
28 Cf. Kumar 2018, p. 1.
24 Cf. Salesky 2017, p. 38.
25 Cf. Kumar 2018, p. 1.
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banking needs to be combined with online accessibility.?® Well-known banks such as
JP Morgan Chase or Bank of America have already closed 9% respectively 15% of
their branches since 2012.%” There is, however, still a need for keeping physical banks
as Paul Donofrio, CEO of Bank of America, declares that today not only are one mil-
lion customers still coming to different branches to transact but also a lot of customers
are passing by to obtain advice.?® Over time, digital banking seems to become “the
new normal.”?® Digital banks are operating exclusively online with only a few or even
no physical venues. Two big players in this sector in the U.S. are the Ally Bank and

the Simple Bank, both existing for approximately a decade.

Without a doubt, Artificial Intelligence (Al) and machine learning will leave a perma-
nent trace in the financial industry. Al and machine learning create complicated algo-
rithms producing an extraordinary amount of data. The obtained information can be
used for “insights into consumer behavior, providing real-time investment insights,
regulatory compliance, and more.”° The algorithms resulting from these practices can
also be used to detect counterfeit activity and support banks in protecting customers

from cybercrime attacks while using mobile banking.®’

As previously mentioned, digitalization plays a major role in the transformation of the
banking system. FinTechs are one of the main drivers because these entities combine
financial aspects with technological aspects.?? The term FinTech is mainly used for
“digital banking technologies such as digital banks, wallets, blockchain tech, and
more.”® FinTech companies have enrolled in the banking market by selling payments.
Most of these companies focus on the mobile payment market, personal lending, or

financial advisory.®*

The banking industry can be viewed as a slowly developing and inflexible business

especially regarding the aspect of e-commerce or digitalization in general.®® FinTechs,

26 Cf. Salesky 2017, p. 38.

27 Cf. Digital Marketing Institute 2020.

28 Cf. Digital Marketing Institute 2020.

2% Digital Marketing Institute 2020.

30 Digital Marketing Institute 2020.

81 Cf. Digital Marketing Institute 2020.

32 Cf. Eickhoff/Muntermann/Weinrich 2017, p. 1.
33 Digital Marketing Institute 2020.

34 Cf. Omarini 2018, p. 3.

35 Cf. King 2018, p. 14.
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on the other hand, can be described as “young, aspirational, visionary, and capable.”®
Today’s customers are looking for innovation, fast service, and good customer expe-
rience which can all be provided by FinTechs. Due to a smaller and flexible structure,
these companies can act faster, target more precisely, and reduce costs.®” N26, a
company offering a mobile banking app, is an example of an entity not owning a single
physical branch.®® One of the key benefits of the company is that no charges must be

paid on any transaction, making the company even more attractive for the consumer.

In the meantime, thousands of these FinTech companies have been formed and new
ones are created every day. The type of activities performed is extremely diversified
and an increasing number of business areas previously handled by traditional banks
now compete with a multitude of FinTechs.® The largest growth in the financial ser-
vices sector can be seen in the payments area. Companies such as PayPal or Adyen
are relevant examples of payment processing companies successfully entering the

market since the turn of the millennium.4°

A similar situation can be observed in the automobile industry where the traditional
producers compete with Tesla, a company that has a significant advance on the tech-
nology side. This is demonstrated by the market capitalization of Tesla in comparison
to other relatively large car manufacturers. As of July 2020, Tesla’s market value of
EUR 254.9 billion can be compared to EUR 176.9 billion for Toyota, EUR 75.7 billion
for VW, EUR 51.4 billion for Daimler, and EUR 45 billion for BMW.4' A major difference
exists between these two markets as there is only one relatively large technology
competitor in the automobile sector; however, in the finance industry, thousands of
FinTech companies exist. If the banking industry does not urgently and aggressively

invest in digitalization the banks will likely be overtaken by these FinTechs.

36 Cf. Omarini 2018, p. 3.

87 Cf. PwC 2016, p. 21.

38 H2 Ventures & KPMG 2019.
39 Cf. PwWC 2016, p. 6.

40 Cf. FINTECHTRIS 2020.

41 Cf. Dérner/Demling 2020.
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3 Millennials as a Customer Base for the Financial Industry

3.1 Definition of Millennials

Although almost everyone associates the term "millennials" with synonyms such as
Generation Y, young people, and digital natives, it is a multidimensional construct with
many different meanings.*? Looking at existing definitions, it can be seen that millen-
nials refer to those born between 1980 and 2000.4® However, there is a wide variation
in the exact delimitation of these birth cohorts: the accounting firm KPMG defines the
period from 1980 to 1995*, while Kienbaum only considers the birth years 1980 to
1990.° Generally speaking, the term millennials refers to young people and Genera-
tion Y. On the one hand, the term Generation Y is used to refer to the previous gen-
eration (Generation X). On the other hand, the "Y", which is pronounced like the word
"why" in English, is intended to show that this generation has, among other things,
the ability to question many things, as well as the system in general, and has grown
up in a time of uncertainty.*® The term millennials was created because the generation

at the turn of the millennium was the youngest.*’

Generation Y has grown up in a society characterized by prosperity.*® Through digi-
talization and globalization, the world has become more transparent, communication
facilities are constantly available, and choice has increased in every respect.*° This
generation especially associates the concept of globalization with the possibility of
traveling to other countries, studying or working internationally, and a high degree of
cultural diversity.%° In addition, this generation is characterized by being highly "tech-
savvy". Millennials are considered the very first digital natives in the world and the first

to “always be connected".®" Their great competence lies in “obtaining information via

42 Cf. Moreno et al. 2017, p. 135.

43 Cf. Moreno et al. 2017, p. 135.

44 Cf, KPMG 2017, p. 4.

45 Cf. Kienbaum Management Consultants 2010, p. 1.
46 Cf. Augustine 2018, p. 70.

47 Cf. KPMG 2017, p. 5.

48 Cf. Pospolit/Weiher 2016, p. 158.

49 Cf. Parment 2013, p. 7.

5 Cf. Weuthen 2019, p. 126.

51 Cf. KPMG 2017, p. 5.
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the Internet [and] the informal use of new technologies”.®? Growing up with digital me-
dia, laptops, and mobile phones are a constant companion resulting in changed buy-

ing behavior.*3

Furthermore, individualism is a very important aspect of millennials. With this thinking,
a combination of almost incompatible things like convenience and time stress, public-

ity, and protection of privacy is evident.>

Today, millennials represent a very large consumer group, which for many financial
companies should not be underestimated. This generation numbers around 80 million
and is “set to represent an astounding 50% of the global workforce by 2020”.%° Con-
cerning the population distribution in Germany, it is also interesting that more than 15

million belong to the millennial generation.%®

3.2 Expectations Towards the Financial Industry

“Millennials are digital natives. Born into an era when smartphones are abundant
and texting is a fixture in communication, Millennials fluently speak the digital lan-

guage.”™’

Financial services institutions (FSIs) are still feeling the effects of the 2008 financial
crisis and are working to regain the trust of customers. Millennials are seen as the
next generation of financial service customers. Nevertheless, the only way for finan-
cial services companies to attract this generation is to focus primarily on the latest
technologies and digitalization.%® It is no longer enough to address this generation like
its parents' generation (Generation X). Only 46% of those millennials surveyed in a
Forbes study see themselves staying with their current financial services institution
for the next few years and a full 76% will find out about personal investments in a

social network.*® “FSlIs must embrace a digital transformation, with a laser-focus on

52 Parment 2013, p. 4.

53 Cf. Augustine 2018, p. 72.

5 Cf. Weuthen 2019, p. 126.

% KPMG 2017, p. 1.

% Cf. Statista GmbH 2019.

57 Fromm/Garton 2013, p. 27; See Appendix 6.2.3, p. 17.
% Cf. Akamai 2015, p. 2.

% Cf. Forbes 2015.
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changing customer relationships and experiences, redefining value propositions and

optimizing business models and processes.”®

For a generation, already accustomed to digital platforms, intelligent technology, and
data-driven personalization and forecasting, the minimum requirements for modern
financial products and services have changed.®’ For example, online access or the
loading speed of a website is now a "standard" and a prerequisite for all financial
providers and no longer just a unique advantage for new market participants. And with
the rise of new technological entry points (e.g. digital language assistants, chatbots,
video chat), millennials feel increasingly comfortable using them to search for and use

financial services products.®?

Looking at statistics that deal with online activities, the use of social media stands out
clearly, but online banking takes on great significance immediately afterwards.®® Con-
cerning online banking, in particular, financial services customers first and foremost
expect security, closely followed by ease of usability, speed, and availability.®* An-
other major expectation of millennials towards online banking is responsive web de-
sign: “Mobile users experience website dissatisfaction the most often, with nearly 40%
stating they have had a dissatisfying experience”.®® And the responses towards a dis-

satisfying experience are clear: most users would choose a competitor.®®

Many millennials are not only technology-dependent but also a generation with more
debt. Due to increased costs of living and delayed wage increases, Generation Y has
grown into a more frugal and price-conscious generation: “Across banking, insurance,
and wealth management, almost half of U.S. millennial consumers say competitive
pricing is one of the most important factors that makes them stay with their current
provider”.6” This means that financial companies have to take into account this price

sensitivity and the high priority it has for millennials in their communications.

60 Akamai 2015, p. 2.

61 Cf. Covi 2019, p. 2.

62 Cf. Accenture 2018, p. 14.
63 See Appendix 6.2.4, p. 18.
64 See Appendix 6.3, p. 18.
65 Akamai 2015, p. 11.

66 Cf. Akamai 2015, p. 12.

67 Accenture 2018, p. 11.
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And when it comes to wealth management, millennials prefer to manage their finances
and investments. As a result, their investment confidence, combined with a lack of
trust in advisors, means that financial firms need to provide more tools to facilitate

self-investment.58

Nevertheless, FSls should use the opportunities offered by social networks to reach
Generation Y. Faced with increasing regulatory constraints, few financial institutions
were able to fully exploit the strategic importance of social channels. But with over
65% of Internet users using social sites once a week or more, FSls that do not main-
tain an active presence in social media miss a massive opportunity to connect with
the next generation of customers and retain them.®® The study also found that 52% of
affluent millennials would look for information from financial firms on a social network,
and 59% would seek information for personal financial and investment decisions on
social media sites such as LinkedIn.” This represents a great opportunity for financial
companies. Therefore, social media channel presence can be seen as a further re-

quirement of millennials from financial companies.

4 Financial Industry Approach to Millennials

4.1 Possible Targeting Approaches

It has been proven that the interaction of three factors has a significant influence on
the change in the financial sector: technology, competition, and changing customer
behavior.”" The appropriate responding question is, how can financial services com-
panies such as FIST and upcoming FinTech’s best keep up with millennials? The
rapid development of technology in recent years has had a decisive influence on cus-
tomer behavior and has made new business models possible.”? It is precisely the
demands and expectations of the population that trigger millennials to profoundly
change the business models of the past decades in terms of means of communica-

tion, service models, and consumption patterns.”

68 Cf. Accenture 2018, p. 12.
69 Cf. Akamai 2015, p. 3.

70 Cf. Forbes 2015.

71 Cf. Kesting 2017, p. 3-4.
72 Cf. Fernandez 2018.

73 Cf. Fernandez 2018.
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This denotes that banks, for example, are faced with a number of serious risks caused
by external factors, such as regulation or political and economic changes, as well as
by an internal weakness of their traditional business models.” In the context of mil-
lennials, the following factors, among others, pose risks to the financial or banking
sector: bad reputation, increasing internal/ external competition, and little investment
in digital commerce thus far. However, the following points strengthen the current
sector: millennials are open for new service models and millennials are mostly already
bank customers. As a result, millennials, only need to be maintained, not acquired,
and the cooperation between banks and FinTech’s will increase enormously in the
future.” It is necessary to define an innovative roadmap (internal and organic devel-
opment, cooperation with FinTech’s, banking start-ups, etc.) and to act efficiently and

goal-oriented.

On this future-oriented path, it is important to face the problems openly and to create
awareness at the management level in order to initiate change. Furthermore, the fo-
cus must be on relevant innovative topics and the company policy must be aligned to
the values and needs of millennials. Finally, the will to "disrupt" is decisive.”® Consum-
ers are expecting these pervasive, seamless ecosystems to support their financial
service experiences. Therefore, to thrive, financial institutions need to actively forge
their place in their ecosystem or risk losing market share to digitally-driven financial
service leaders, fintech companies, and big tech competitors.”” The changes begin-
ning to occur today will drastically affect how financial service companies serve their
customers in the future. The investments financial services companies make in tech-
nology and FinTech will become primary drivers for attracting and retaining consum-
ers. To understand how that might look, the following sub-chapter will provide a de-
tailed look onto the FinTech’s N26 and Trade Republic.

4.2 Implementation of Targeting Approaches

4.21 N26 - Modern Banking for Millennials

N26 GmbH (N26) is a Berlin-based FinTech company that attempts to adjust retail

banking to the modern, mobile lifestyle of today’s customers. N26 (with its subsidiary

74 Cf. PwC 2020.

75 Cf. FleiR et al. 2019, p. 115-117.
76 Cf. Anderie 2018, p. 1-2.

77 Cf. Anderie 2018, p. 3.
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N26 Bank GmbH) is a direct bank specializing in offering its banking services com-
pletely via a smartphone app.’® Besides a free bank account that comes with a free
credit card and customer-friendly conditions, N26 partners with other financial ser-
vices providers. As a result of these cooperations, the company is able to offer its
customers a broad spectrum of services like insurance, foreign exchange services, or
investments, all of which are accessible via a mobile app. Thanks to its mobile strat-
egy, N26 operates on a cost-effective basis with a lean organization and without the
need for stationary bank branches.” Customers can deposit or withdraw money free
of charge in selected retail outlets, such as supermarkets, and advice and support are
provided online exclusively. Although the company is based in Berlin (Germany) it is
currently establishing new offices in New York (USA) and Barcelona (Spain). But what
makes the success of N26 so unique? The bank focuses on two core areas in which
it wants to stand out from its traditional competitors. The first, as previously men-
tioned, is the price. The second core area is user-friendliness. Many traditional banks
still work with letter post and opening hours. N26 offers the exact opposite. The bank's
app offers all basic functions (setting up an account, making transfers, calling up pay-
ment statistics, blocking cards, or taking out loans). In addition, an immediate notifi-

cation is received for every transaction (banking in real-time).%

According to its own statements, this app is to be launched in the American market in
the third quarter of 2020 and the number of customers is expected to rise to 5 million
by the end of the year.8' This is one of the reasons why its presence in social media
channels is an integral part of the company's business strategy whereby especially
the corporate app has to be highlighted.®? Large-scale advertising campaigns (e.g.
the #nobullshit campaign®®) have already proven that it is possible to cleverly position
oneself as a smartphone bank vis-a-vis traditional bank. At first glance, it may sound
paradoxical that a bank with such advertising slogans enjoys a higher level of trust in
its target group than established financial institutions.?* However, N26 is right on trend
with its product regarding their desired target group.® Large technology groups are

increasingly attacking banks in their core business. The online retailer Amazon, for

78 Cf. Heyden/Poppelreuter 2018.
79 Cf. Heyden/Poppelreuter 2018.
80 Cf. N26 GmbH 2020.

81 See Appendix 6.4.1, p. 19.

82 See Appendix 6.5.1, p. 20.

8 See Appendix 6.5.2, p. 20.

84 Cf. Heyden/Poppelreuter 2018.
85 See Appendix 6.4.2, p. 19.
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example, is planning to develop a product similar to a current account with the major
bank JP Morgan Chase.® Apple has been investing in the expansion of the Apple
Pay payment service for years. Google launched AndroidPay on the market as early
as 2015.%” Facebook is converting the Messenger chat service into a payment plat-
form and WhatsApp is also working on a payment function. In contrast to N26, how-
ever, the technology giants prefer to rely on partnerships rather than direct entry into
the financial sector. As a leader in mobile banking, N26 has recognized that modern
generations - millennials - no longer want to manage their finances locally or even

branch-based. The increasing number of users is a clear indication of this.

4.2.2 Online Broker — Trade Republic

Another possibility for FinTech’s or competition with conventional banks is the in-
creasing number of online brokerage providers. Technological innovation and favor-
able prices considerably simplify entering the market for new investors. The idea be-
hind this is that trading and investing today should be as simple and intuitive as pos-
sible. The management of securities accounts and the purchase of securities are of-
ten cheaper with these providers than with the established competition. Providers
such as Trade Republic or Smartbroker benefit from the fact that millennials are
clearly tech-affine and that using their services via an app is much easier than for
older investors.®® Trade Republic is a purely app-based broker®® that allows you to
buy, hold and sell stocks and ETFs, collect dividends, watch companies in a watchlist,
or get an overview of your own performance.®® Since the majority already own
smartphones, an app is the only necessity for securities transactions. The mixture of
numerous innovations in the way of trading as well as the particularly low prices - also
caused by the current situation surrounding the coronavirus pandemic - have led to
an enormous increase of online brokers.®' Through these offers, millennials are given
the chance to dispel the supposed cliché of carelessly handling money and to be
sufficiently informed about possibilities for wealth creation in order to make invest-

ments in the capital market.®2

8 Cf. Forbes 2020.

87 Cf. The Guardian 2015.

88 Cf. Heyden/Poppelreuter 2018.
89 See Appendix 6.6.1, p. 21.

9 Cf. Trade Republic 2020.

91 Cf. Handelsblatt 2020.

92 Cf. Heyden/Poppelreuter 2018.
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Therefore, it is clear that the financial sector, and with it the banks, must adapt to
change and transform traditional business models in order to be appropriately posi-

tioned.

5 Conclusion

5.1 Outlook and Recommendation

On the basis of the preceding application scenario, it can be concluded that due to
the rapid technological progress within the last two decades, the requirements that

customers expect from companies have likewise increased exponentially.

In this context, this development likewise affected the banking industry, which was
impacted during this period by, for example, the economic crisis in 2007. This industry
was nevertheless not limited by the rapidness of technological development, but in-
stead gained from it. This adaptability has been evident since the emergence of the
banking industry where, since the foundations were established in Italy, a continuous
process of change has been seen over decades and even centuries displayed in the
five steps of the banking industry. However, over the past few years, not only the
market situation has changed, but also customer demands on banks depending on
the respective generation. In this respect, millennials represent a suitable generation
with regard to analysis as this generation has been shaped by this technological de-
velopment from early childhood and thus forms the transition to subsequent genera-
tions such as Generation Z.% As a reflection of this development, more than 70% of
all children today in the USA have already used a smartphone before the age of ten
and thus came into contact with technology much earlier than previous generations.%
In addition, this is supported by the fact that Generation Y has the highest percentage
of smartphone ownership of all other generations.®® Based on these findings, it, there-
fore, follows that banks wanting to address Generation Y as a target group should do
so primarily by applying technological innovations as this increases the chances of
success. In this context, banks should continue to develop and take advantage of new

technological innovations since millennials as a target group are accustomed to all

93 Cf. van den Bergh/Behrer 2016, p. 6; See Appendix 6.2.2, p. 16.
% See Appendix 6.7.1, p. 21.
9 Cf. The Nielsen Company (US), LLC. 2016.
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kinds of technology through frequent contact and thus show higher expectations than

previous generations.

In conclusion, it can be stated that due to the current situation regarding the corona-
virus pandemic, a relatively large number of banks are already developing possible
technological alternatives in order to continue to offer customers the best possible
service. This is underlined by the fact that various measures in the banking sector,
such as online brokers, are enjoying increased satisfaction since the offline applica-
tion is currently unavailable. Thus, the banking industry currently has the opportunity
to implement millennium-oriented measures that focus on online platforms as the pre-

vailing situation worldwide complicates or completely prevents offline application.

5.2 Summary

The primary purpose of this assignment consisted of answering the research question
formulated in chapter 1.1: How will banks and other financial services correspond

to millennials in this digital age?

Thereby it became apparent that the banking sector, like numerous other industries,
should use the technological progress to its own advantage in order to address both
millennials and future generations in the best possible way. In this context, the bank-
ing industry has several technological opportunities, such as the use of banking apps,
in order to be both competitive in the market and to optimally address the desired
target group. Therefore, while banks should retain traditional offline business models
for the older generations, a shift towards the implementation of new online business
models is equally necessary to avoid losing market share due to the loss of younger

generations as potential customers.

Ultimately, the ongoing technological progress is clearly an indispensable part of the
banking industry's approach to addressing millennials and subsequent target groups.
Thus, companies within this industry are required to follow current technological
trends in order to address the younger generations in the future, who have different

expectations than previous generations, in order to remain competitive in the market.
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6 Appendix

6.1 Financial Industry Development

G
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systems (1400-1950) el o (2000-2025)
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Figure 1: The Evolution of Banking Systems®®

6.2 General Information Millennials

6.2.1 Generations Timeline

* Single Bank Relations s * Multiple Fi relatio
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Ubiquitous Banking
(2025+)

2 utility embedded
d

Silent Generation X Generation Z
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Figure 2: Generations Timeline®’
6.2.2 Generations Characteristics

Table 1: Characteristics of Generation X, Y and Z

Generation X Generation Y

Generation Z

| Age Group®® 1960-1980 1981-1996

1997-2012

% King 2018, p.257.
97 Own lllustration based on Dimock 2019.
9 Cf. Dimock 2019.
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Context?®
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% Cf. Francis/Hoefel 2018.
100 Cf. Francis/Hoefel 2018.
101 Cf. Francis/Hoefel 2018.
102 Statista GmbH 2019.
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6.2.4 Most Commonly Completed Online Activities
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Figure 4: Most Commonly Completed Online Activities.'%3

6.3 Expectations Towards Online Banking

.

Figure 5: The Expectations of Millennials Towards Online Banking.'%*

103 Akamai 2015.
104 Akamai 2015.
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6.4 General Information about N26

6.4.1 Development of Customer Numbers N26

Kundenanzahl in Mio.

Jan 2016 Marz 2017 Aug 2017 Jun 2018 Okt 2018 Dez 2018 Jun 2019 Jan 2020

Figure 6: Development of the Number of N26 Customers from 2016 to 2020'°5

6.4.2 Age Groups of the N26 Customers
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Figure 7: Age Groups of the N26 Customers in Germany%®

105 Statista GmbH 2020.
106 Koptyug 2018.
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6.5 N26 App

6.5.1 N26 App Example Landing Page

Figure 8: N26 App Example Landing Page'%”

6.5.2 N26 Advertisement Campaign

s nobullshit

Figure 9: N26 Advertisement Campaign #nobullshit'%®

107 N26 GmbH 2020.
108 McGath 2018.
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6.6 Trade Republic General Information

6.6.1 Trade Republic App

Investments

BMW
74,50 €

Apple
26437€

Figure 10: Trade Republic App'®®

6.7 General Information Phone Usage

6.7.1 First Phone Usage

Table 2: Age of American Children at First Smartphone Usage''°

| Age Percentage
1-2 years 12.2%
3-4 years 16.1%
5-6 years 12%
7-8 years 14.1%
9-10 years 16.2%
11-12 years 15.1%
13-14 years 9.1%
15-16 years 5.2%

109 Trade Republic Bank GmbH 2020.
110 Cf. O'Dea 2020.
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