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Introduction
In the post-Covid era, digital ways to do business have had the most significant boost across all industries,
no matter the size of organizations. It is no different when it comes to banking. Customers want to stay
away from the branch and continue to go about their lives with digitally enabled services to deliver speed
and convenience. This is true for lending, too, where borrowers are looking for solutions that will help them
apply, manage, and repay loans from anywhere, anytime.
Furthermore, many digital lending solutions are available to make the journey towards going digital easier
and faster. Technological advancements like Artificial Intelligence, Machine Learning, and Cloud
Computing benefit banks and Fintech players by enabling them to process vast amounts of information
and draw meaningful insights leading to actions relevant to individual customer contexts.
To add to this, the banks are also facing the heat with a very competitive landscape with alternate lending
players who are constantly innovating and improvising their offerings that increase their access to
untapped markets. Moreover, these Fintech players have no baggage of "legacy" that banks find
challenging to shed. As a result, banks view strategic collaborations with such market players as a
lucrative path towards growth.
SLK looks at trends and opportunities in Consumer Digital Lending and shares what banks can do to
establish themselves as end-to-end digital lenders.

Embracing new age consumer lending
There are new entrants in the financial services space leading with sophisticated mobile apps and
integrated financial management tools that make the loan process simple and fast. To stay ahead of
these challengers, banks must quickly adapt to the emerging borrower trends and expectations.
End-to-end automated loan processing will prove as the largest differentiator for consumer lending.
To begin the transformation, banks must build a plan to shift to a journey-based mindset, focus on
building new talent models and plans and build a strategy to accelerate their digitalization. By 2025,
lending will look very different for banks and their customers. Banks are in a unique place now to start the
groundwork to build the bank of the future – automated, personalized, and value-driven.

The change that can bring banks closer to their customers
If you are a bank, then you will know this better than anyone else. Applying for a loan involves a lot of
emotions and feelings of anxiety and stress. Some people seek emergency loans; for others, it's a home
they dreamed of. No matter the reason to borrow, there are plenty of questions running through people's
minds. When they come to the bank seeking a loan, the lengthy process and paperwork do nothing to
make them feel better. Not to mention the time it takes to get the money released. Now imagine what
sheer delight it would be if you could make this significant journey as digital, seamless, and as convenient
for your customers. Well, automation helps banks do just that.
Consumer lending is set to grow, and digital will be the way ahead. Some key trends validate this fact:

1. Post pandemic impact

With the pandemic, travel, tourism, and discretionary spending came to a halt. While the job losses
and unemployment will drive need-based loans, the re-opening of economies will bring lending
back on the rise. With the physical contact and in-person touchpoints shunned, banks must adapt
to the digital ways of working to ensure business continuity. S&P expects U.S. digital lender
origination volumes to jump more than 20% per year over the next few years as the companies that
weathered the initial shock of COVID-19 begin competing again for market share.

2. Transformed customer expectations

In recent research from EY, 43% of customers said their bank has changed post Covid-19.
Customer preferences are decisively shifting towards digital interactions with their banks.
Customers are looking for their bank to be more transparent, agile and flexible, and, more
importantly, secure. A KPMG report pointed out that even the most territorial branch-centric banks
will have to explore new channels to build proximity to their customers.
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3. The technology available today
Numerous digital lending platforms have enabled the transformation of consumer lending.
Technologies like AI, Analytics, ML, API, and Cloud have made it easy for banks to grow digital.

4. Competition has changed
Fintech players or Non-traditional banks in the lending space like GAFA (Google, Apple, Facebook &
Amazon) and an ecosystem to integrate credit offerings is forcing traditional lending to change.
Banks will have to keep up or lose against new competition.

The current state of consumer lending that will drive the banking
industry towards automation
While many banks have initiated the journey to digital years ago, their maturity of Digital solutions remains
low. According to The Financial Brand Digital Banking Report, June 2021 (See Fig 1), 62% of Financial
Institutions have low maturity in Digital Lending and legacy IT Systems remain a top challenge for Digital
Lending transformation. That said, financial institutions are looking to digital technologies to deliver
superior customer experience, improve operations efficiency, and accelerate product innovation. To
achieve these outcomes, Financial Institutions are exploring various ways to improve the digital lending
process, including - Self Service capabilities, anytime, anywhere banking, and faster, real-time, and safe
banking.
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Figure 1: Current State of Consumer Lending
Data Source: The Financial Brand

The leaders in digital transformation have a clear advantage. They are more customer-centric and can
deliver fully digitized products swiftly, with paperless processing and minimal need for direct interactions
with customers. The pandemic triggered the banking industry to digitize at an unprecedented pace,
enabling banks to get more organized and take a holistic approach to digital transformation. Banks also
leveraged diverse strategies like implementing digital lending platforms, adopting cloud, using intelligent
automation to upgrade customer experience, manage and reduce credit risk, giving rise to a new age
lending framework. Banks that will explore newer models to expand their market reach with innovative
partnerships that embed them deeper into the lending ecosystem will win. The other banks, however, will
have to leap to digital and must do it soon.
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Key consumer lending priorities and the pressing need
for automation
Three key themes will drive digital transformation in banks in the new normal.

1. Upgrading customer experience

Improving customer experience remains one of the major driving factors of the lending
transformation. Today, customers expect the lending process to be fast and convenient without
needing to visit the branch anymore. The millennials and generation Z are all for the "instant
gratification" and extremely technology savvy, making digital the only way for them. With many
banks and alternative lenders offering a digitally enabled service, the rest are looking to overcome
the challenge of matching up or facing customer attrition.
Post pandemic, the competition in the digital lending market has become more intense. With a
plethora of options available to the customers, a sound digital customer experience strategy is
essential to help banks differentiate their offerings. This will involve understanding their needs,
creating strategies that resound with making the lives of borrowers easier.
Leveraging analytics to provide personalized services and drive contextual offerings provides a
solid footing. Clearly stating the services, lending terms, and the process on their websites sets the
stage. This needs to be followed with clean steps for a loan application, leading to digital
onboarding, verification and e-signatures, and hassle-free funding to create a great experience
and a lasting impression. Easy to navigate websites and applications, self-service, and real-time
visibility are clear winners (see Fig 2).
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Figure 2: Upgrading Customer Experience
Data Source: The Financial Brand
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The banks have a considerable amount of data on their customers. Connecting the dots with
available data can help banks understand their customer journeys better. This can enable the bank
to hyper-personalize their products and service offerings, e.g., offering loans based on customers'
journey, personalizing the loan pricing and repayment options based on the customers' spend
analysis and repayment capability. In addition, banks can use the insights to upsell & cross-sell
products & services relevant and timely to the customer journey. Internal and external data sources
like transaction data, behavioral data, social media, website pages visited, historical and
geographical data may be used for deriving actionable insights. Boston Consulting Group estimated
that personalization has the potential to earn banks up to $300 million in revenue growth for every
$100 billion held in assets.
Making the digital experience ubiquitous is an added differentiator. Banks are transforming their
multi-channel experience to omnichannel, which allows an integrated platform to cater to customer
needs anytime, anywhere. The customer can use the channel of their choice for any lending-related
requirements and gets the same level of experience when they decide to use another channel.

2. Modernize and Digitize

Legacy lending systems are time consuming and resource intensive. To modernize consumer
lending processes, companies must simplify lending business processes and automate
decision-making. This will greatly help accelerate and streamline the consumer lending business.
The implementation of digital lending platforms and applications in the areas of personal loans,
auto loans, mortgages, and credit cards are deeply impacting the way customers and employees
go about their work.
While the solutions bring in speed and convenience along with security, cloud enablement provides
the much-needed CAPEX savings. API-enabled integrations promise speed and ease of integration
Modernizing business processes also implies automating the existing manual processes. Straight
through processing (STP) delivers much-needed efficiency and provides a top-notch customer
experience (See Fig 3). Banks must implement STP through all phases of the lending lifecycle, be it
loan application, approvals, KYC, eSignatures, funding, closing, and collections.
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Figure 3: New age Consumer Lending
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Digitization

Traditional credit decisioning is performed by credit analysts. This is often time consuming, and
outcomes depend on the skill of the individual. The process being resource intensive can also be
error prone. Banks are now successfully leveraging analytics for underwriting and fraud detection
by adopting AI/ ML for automated credit decisioning, making way for more efficient underwriting.
The application of AI/ML helps banks identify patterns in unstructured data from different data
sources not just to assess creditworthiness but also to detect and prevent fraud. Automated credit
decisioning accelerates the loan process and frees up the credit analysts for more complex
activities, thus providing a significant advantage over the competition.

3. Innovative Go-To-Market Strategies

Finally, the banks also need to deal with the growing competition coming from alternate lenders
and Fintech players. Banks are experimenting with innovative, contextualized, and well-timed
campaigns that are specific and targeted. Leveraging customer data to offer pre-approved loans
to customers based on where they are in their customer journeys is a good example.
Banks are also partnering with Fintech players or marketplaces that help add a new product or a
new market to their portfolio, enabling additional market capture and thus business growth.
Another area that is seeing good traction is "Buy Now Pay Later." This is especially helpful in
capturing the millennials market where the credit card or the credit card score may be lacking.
Instant decisioning and funding provides them with added ease and flexibility. Expanding the
ecosystem by bundling additional services is also a growth strategy. For example, clubbing home
insurance into the mortgage loan appears thoughtful to the customer and provides a seamless
experience while it works for the bank to advance their services and register growth.

How can banks start automating their consumer lending
McKinsey predicted that in the next few years, 75% to 80% of transactional operations like general
accounting, payment processing, etc., will be automated, and 40% of strategic functions like financial
reporting, controlling, etc., will be automated. An experienced IT partner can make this journey successful
for them. Before banks begin their automation journey, it is important to understand where they are in their
digital maturity (See Table 1).
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Table 1: Digital Maturity Matrix
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To work most effectively with an automation partner, banks must create a holistic strategy. Banks can
layout the digital lending roadmap taking into consideration which steps of the consumer lending will be
automated. They can evaluate various platforms through an RFP that will give them the best option and
compatibility to choose from. Once they have finalized a partner to work with, they can together build the
best-suited solution architecture and an implementation roadmap. The solution modeling will be based
on business analysis and data design. The IT partner can also help follow through with automated testing
and digital operations.

Unlock lending possibilities with SLK
At SLK, we help our clients with end-to-end process automation, from consulting-led digital strategy
creation to running digital operations. Our deep industry experience, domain and technology experts, key
partnerships, and proprietary platforms and solutions make us a partner of choice for banks. We've helped
our clients achieve 50% cost reduction, speed up operations by 3x, and enabled upwards of 50%
Automation through:

Accelerate automation value

With end-to-end service offerings across the process automation spectrum, a partner like SLK is a
one-stop-shop through multiple automation levers like RPA, OCR/ICR, and AI/ML. SLK's Rapid
Automation is a great differentiator enabling quicker payback.

Zero Business Disruption

At SLK, we help clients apply technology agnostic solutions customized to fit their existing
investments and business requirements.

World-class talent and skill

We have a global team that harnesses vast technical expertise and experience of working across
different industries to help our customers with unmatched skills.
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SLK takes an Intelligent automation first approach to achieving an enterprise’s central goals. Being
a go-to technology & consulting firm for some of the Fortune 500 companies, we recognize the
pace at which technology is transforming & its impact. With SLK’s deep understanding of the BFSI
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