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Tim Green looks at how the banking sector is being transformed by the needs 
of millennials as challenger banks offer new ways of borrowing and saving 

Cognitive painkillers

Autocomplete is a handy way of finding out about 
the world – or at least some aspects of it. Type the 
words “millennials are” into Google Search and you 

will see why. The first two autocompletions are: “lazy, entitled 
narcissists” and “doomed”. You have to scroll down before 
you arrive at a factual answer: “Born between 1982 and 
2000”.

So are millennials the wretched cohort Google users seem to 
think? Probably not. They are just young. Older generations 
always disdain their successors. In 1976, the author Tom Wolfe 
called baby boomers (born between 1946 and 1965) “self-
absorbed and spoiled”. In 1990, Time magazine described 
Generation X (1966 to 1981) as having an attention span “as 
short as one zap of a TV dial”. 

Little changes. That said, there is one marked difference 
between millennials and the generations that went before 
them. Millennials grew up with the internet. They are “digital 
natives”. So the question is, since money and payments are 
becoming digital, does this affect the way millennials bank, 
spend, save and pay? Many observers believe so. In 2016, 
uSwitch, a comparison site, looked into millennials’ financial 
habits and found:

• 32 per cent believed their bank offered relevant products;
• 59 per cent had not visited a branch in the past three 

months; and
• 77 per cent did all their banking online.

uSwitch said at the time: “The banks must innovate around 
relevant products and services if they are to attract the custom 
of this generation. If they do not, someone else will.”

Well, someone else has. Three years on, the UK has 
a swathe of challenger banks. They are all targeting younger 
customers. A 2019 survey by fintech software firm Crealogix 
found 22 per cent of millennials currently use digital-only 
banks (compared with 14 per cent across all age groups). The 
biggest neobank, Monzo, says 81 per cent of its 2m customers 
are under 37. 

How do these companies target youngsters? It starts 
with “values”. The challengers position themselves as the 
opposition to legacy banks. On its website, Monzo says: 
“We don’t list corporate values and we’ve never had a brand 
consultancy conduct a workshop to help define our brand 
values.” The company even has a “transparency dashboard” 

that hosts honest (and sometimes) critical feedback. But 
what about the products themselves? Generally, they meet 
millennials’ desire for instant gratification and personalisation. 
For example, all the new banks use image recognition (selfie 
plus ID document) to reduce on-boarding time to around  
five minutes. 

They also prioritise savings. Youngsters are cash-strapped – 
not least because of student debt. According to the Institute 
for Fiscal Studies, the most indebted university students now 
owe more than £57,000 on graduating. The new fintechs are 
mindful of this. Revolut, which has an EU banking licence, 
has launched a feature called Vault that automatically rounds 
up any purchase made via the Revolut card or app to the 
nearest whole number. It then puts the spare change into a 
savings account. This is not an original idea. Start-ups such as 
Moneybox offer exactly the same facility. Another start-up, 
Plum, analyses a user’s transactions and calculates daily what 

amount it can safely put aside. It then moves the money into a 
savings account. Plum now has more than 500,000 customers, 
most of whom are under 35. (Plum, which is accessed via a 
mobile app, or through Facebook Messenger, is not a bank.)

These services are only possible because of digital transactions; 
apps cannot round up a cash payment. Fortunately, millennials 
appear comfortable with cashless purchases. According to 
Worldpay’s 2018 Global Payments Report, 28 per cent of 
millennials have already used a mobile wallet at the point of 
sale, and more than 70 per cent of them expect phones to 
replace physical wallets within five years.

As well as finding new ways to save, millennials are also 
discovering fresh approaches to borrowing. They are less keen 
on credit cards, for example. YouGov UK found that barely 
half of under-37s possess one. (The figure for the 18-24 age 
group is around 2 per cent and for the adult population overall 
around 60 per cent.) Instead, millennials are turning to services 
provided by companies such as Klarna. The Swedish firm 
extends online “buy now, pay later” checkout credit. The loan 

“ We would never refer to 
ourselves as a bank. Why 
would we want to take on  
that negative baggage?
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is interest-free and typically allows 30 days to settle. Klarna 
now has 60m users worldwide and processes 1m transactions 
a day.

The way the new fintech banks attract customers is also 
millennial-friendly. They frequently use social media. Monzo 
has done TV advertising but it has largely relied on viral 
marketing on social networks to acquire new accounts. 
It says 80 per cent of new customer growth comes from 
recommendations. Monzo distributes “golden tickets” that 
can be sent to friends to allow easy sign-up and for nearly 
a year it paid a referral bonus, which was originally £10 (split 
between the existing and new account holder) before being 
cut to £5. That raises the basic question of whether those who 
sign up are worth having. In its 2019 report, Monzo said that 
around 30 per cent of active users deposit at least £1,000 a 
month and that “annual per-customer contribution margin” is 
£4, up from -£15 in 2018 and -£65 in 2017. 

Others have gone further with the social media methodology. 
Take the US’s Venmo. In a sense, it is a social network. PayPal-
owned Venmo lets users settle small debts via its mobile app. 
Early on, it sensed that users’ transactions could be the starting 
point for conversations. It decided that every exchange had to 
include a note. Essentially, it designed chat into the app. 

Ben Mills, head of product at Venmo, says: “By adding in 
chat, we could make it become more about what you are 
doing than what you are paying. Ultimately, if you need to 
pay someone $5, doing it with a note or an emoji makes 
it less awkward.” It worked. Today, 90 per cent of Venmo 
transactions are viewable by the entire community. There is no 
direct Venmo equivalent in the UK. Thanks to Faster Payments, 
Britons can easily settle small debts via any bank app. But 
many new fintech challengers do admire Venmo’s success in 
positioning itself as “not a bank”.

For good reason. Multiple studies have shown millennials’ 
preference for tech firms over traditional financial service 
providers. In 2018, business intelligence group RFI found that 
most 18 to 24 year-olds put Amazon and PayPal above banks 
by how much they trust them to “hold and maintain the 
privacy and security of personal information”.

This might explain why Revolut does not call itself a bank. 
Chad West, head of global marketing and communications at 
Revolut, says: “We would never refer to ourselves that way. 
Why would we take on that negative baggage? We think of 
Revolut as a tech company that’s disrupting finance in the 
same way that Airbnb is disrupting travel.” 

West’s comments reflect the sense in which financial services 
– driven by the digital-first millennial generation – are escaping 
their roots. Money is no longer physical, and financial products 

are being “unbundled” away from the single providers (banks) 
of old. 

As younger people explore new digital channels, some 
services are even escaping the confines of “traditional” web 
page and app. For example, most users of Plum access the 
service through a bot that lives inside Facebook Messenger. 
As such, they view their accounts and transactions via chat 
sessions with a virtual agent. According to Victor Trokoudes, 
Plum’s chief executive, this user interface (UI) is a good fit for 
millennials. “The aim with Plum was always to give young 
people in particular a way to make saving happen in the 
background,” he says. “To succeed we had to reduce the 
cognitive load, and the best way to do that is through a  
chat bot.”

Plum’s experience demonstrates the importance of the UI 
to younger customers. Millennials prioritise speed, clarity 
and, far more than older groups, a sense of self-direction, 
however illusory. This is why Revolut makes its app the hub of 
its customer care activity. It does not take phone calls. West 
explains: “We just don’t think voice is effective. Most of our 
customers are young and on the move. They don’t want to 
make a call and listen to opera for 10 minutes.”  
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