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BACKGROUND

As part of its retail banking market investigation, the Competition and Markets Authority (CMA)
concluded that older and larger banks do not have to compete hard enough for the banking
business of personal and small business customers.

To tackle this, the CMA is implementing a broad package of reforms, one of which is the introduction
of Open Banking. The aim of Open Banking is to enable personal and small business customers

to share their data securely with other banks and third parties, allowing them to compare banking
products on the basis of their own requirements and to manage their accounts without having to use
their bank.

To gauge sentiment among GB businesses, Charterhouse Research conducted telephone interviews
with 3,514 businesses from 3 April to 20 June 2017 to understand how appealing they found 4
potential aspects of Open Banking.

WHAT DID WE ASK?

We asked businesses the following question:

An open API, or Application Programming Interface, is being planned for banking which will enable
new services to be securely delivered that are tailored to customers’ specific needs. I'd like to

get your views on how appealing you would find some of these example services. Please rate

the appeal of each one using a scale of 1to 5 where 5 is extremely appealing and 1is not at all
appealing. How appealing would you find it..."

A. To be able to authorise the movement of funds between different banks to help avoid overdraft
charges or to benefit from higher interest payments

B. To be able to use a safe, secure comparison website using your actual banking usage patterns
to make simple and reliable price and service quality comparisons

C. To be able to manage accounts held at several different banks through a single application. By
single application we mean a website or online app

D. If potential lenders, other than your own bank, were able to use your banking transaction history
to reliably assess the business’s creditworthiness and offer better lending deals than they would
without this information



APPEAL OF THE 4 FEATURES - OVERVIEW

Businesses gave a generally positive response overall — in fact more than 60% of businesses rated
the appeal of all four features as either 3, 4 or 5 out of 5.

The most appealing feature is the ability to move funds between banks to either reduce charges or
increase interest received on deposits. Seventy-six per cent of businesses rated its appeal as either
3,4 or 5 out of 5, with 61% rating it as highly as 4 or 5.

Conversely the ability of potential lenders, other than a business’s own bank, to use the banking
transaction history of the business to assess its creditworthiness and offer better lending deals, was
the least appealing feature. This may be due in part to some businesses not considering themselves
to have a current or future need for borrowing, while some may not consider themselves to be a
particularly good credit risk and would therefore prefer less transparency rather than more.
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Feature B: Price & service comparison website 20%  22% 8% 18% 3% 59

Feature A: Moving funds between banks

Feature C: Manage accounts at different banks 18% 18% 8% 25% 4% 54

Feature D: Creditworthiness assessment by lenders 18% 24% 8% 28% 4% 48

- Higher ratings Lower ratings

LEVEL OF APPEAL AMONG DIFFERENT SIZES OF BUSINESS

New start-up businesses, who typically include a significant proportion of younger business owners
(i.,e. under 35), were the most positive overall.

The next most positive segment was larger businesses with over £25m turnover, despite the fact that
Open Banking is not specifically targeted at this segment.

The larger £25m+ segment found the ability to be able to manage accounts held at several different
banks through a single application particularly attractive. This of course ties in with the fact that,
generally speaking, the larger the business the more likely it is to maintain accounts at multiple banks.

* Mean scores from O to 100 derived by allocating a score of 100 to all answers of ‘5 out of 5, a score of 75 to answers
of 4 out of 5, 50 to answers of ‘3 out of 5, 25 to answers of ‘2 out of 5 and zero to answers of ‘T out of 5.
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Conversely, the same ‘over £25m’ segment found the concept of potential lenders, other than
their own bank, being able to use their banking transaction history to assess the business’s
creditworthiness and offer better lending deals particularly unappealing.

LEVEL OF APPEAL ACROSS DIFFERENT BUSINESS SECTORS

Overall, 4 out of 9 business sectors emerged as generally more positive towards the Open Banking
features tested:

« Education & Health

« Transport & Storage

« Business Services

« Other Services (i.e. non-business services)

The Agricultural sector was least positive towards all 4 features — and by some distance.
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Notes
These findings are based on proprietary research conducted by Charterhouse among 3,514 British businesses
from start-ups to companies with £1bn turnover, surveyed 3rd April to 20 June 2017.

For more free detailed findings relating to the data from this question, please contact Mark Dennis, Director,
on 07887 567846 or email him at mark@charterhouse-research.co.uk



