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Introduction
The banking sector is considered to be one of the predominant component in a country’s economy. The increasing population over the globe, has realized, over the years, that it’s very important to become a financially educated individual. Moreover, the population using banking services has increased, fact that has made the banking industry more prosperous.  The banking industry is the heart of a nation’s economy and plays a primordial role in the expansion and development of a country’s economy. The banking industry is an industry that offers capital to the population of a country, deals with cash, makes investments and carries out transactions for individuals and businesses. The banking institution is considered to be a safe place to save money for the future and a secure way to engage in loans and mortgages. The deposited money is used by banks to offers loans. Considering the fact that the banking system is so extensive and provides services for a large customer base several macro factors have an impact on its development and expansion. The banking industry is very much connected to a nation’s economy. Even if, the banking industry has shown a positive trend and an industry growth has been registered, there are many factors that impact the expansion and development of this sector. The PESTEL analysis of the banking industry can be used to explain the development of this industry and to explain how different macro factors have an impact on it. (Dincer and Yuksel, 2019)
Overview of the banking industry
The banking industry is present in each country worldwide and act as a money regulator in a population’s economy to keep a strong and balanced system. The banking industry is also a sector that acts as a container of money for a country’s population. Most of the times the baking industry is regulated by a country’s government laws. Moreover, some financial institutions can look after the money flow and manage the risk associated with the banking sector. Over the last decades, the banking system has been in a permanent development, has reached more and more customer and has created a significant numbers of jobs. The worldwide assets of the banking industry are worth trillion dollars. This industry in split in different sectors and divisions from retail banking to commercial, corporate and private banking, investment banking. Over the last years the banking industry has seen an important float from the traditional way of banking in branches to a more remote, internet, mobile banking. This new way of banking has gained a high popularity for both customers and employees in the banking sector. Furthermore, we will 
be looking at the PESTEL analysis of the banking industry, which will help us analyze the different external factors that can impact the banking industry. (Dincer and Yuksel, 2019)

PESTEL analysis of the banking industry
Considering the fact that the banking system is so extensive and provides services for a large customer base several macro factors have an impact on its development and expansion. The banking industry is very much connected to a nation’s economy. As a result of this, the expansion of a nation is very much associated with the development of the banking sector. The 
PESTEL analysis of the banking industry shows how different factors: political, economic,social, technological, environmental and legal factors have an impact on the banking industry. The Pestel analysis of the banking industry can also show how these factors can have a direct 

and indirect impact on the potential expansion of this sector. (Dincer and Yuksel, 2019)
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Political factors

The political environment in a country and the government’s arrangements can have a massive impact on the nation’s banking industry. In some emerging countries, the government regulates the banking industry and controls the money flow in the country. (Iklina et al., 2018)
The people in a country deposit their money in the bank in order to keep their money save, and accumulate funds for rainy days. Therefore, the government imposes severe rules to control and keep the banking sector safe. The state and federal governments can establish rules to control the banking sector. Therefore, supportive conditions and laws imposed by a government can have a positive impact on the banking sector. The government bodies and financial institutions impose rules and makes decisions to keep the banking sector safe and minimize the risk. These regulations give the population certainty and safety in regard to their lifetime savings and makes them confident in taking loans and mortgage from commercial banks. A country with a continuous political stability creates the perfect environment for the banking industry to grow and expand. (Pu et al., 2021)
Economic Factors

According to Arnold (2014) the economic situation in a country is a very important factors that has a direct impact on the banking industry. Considering the fact that the bank gives loans to the population and holds their deposits, the economy’s expansion or decline has a direct impact on the banking sector. When the economy registers a decline, the banking industry will be negatively impacted which will also impact on the population’s spending habits. Circumstances like inflation and economic fall known under the name of recession will make population struggle. The overseas investors will be hesitant to make investments due to the fact that the exchange rate is instable which will affect the banking sector. Over the years, the banking industry, has changed considerably, in terms of moving from the traditional way of banking in branches to the online environment. Even more, after the pandemic, businesses have supported the use of online banking and mobile banking, encouraging their customers to do online payments. Micro organizations have used more and more the online banking system, which is helpful to the banking industry. The banking sector supports small organizations to develop. They offer loans to business so they can use to funds to expand or invest the capital in infrastructure. Eventually, it becomes advantageous for a country’s economy too, as small enterprises and start up business create jobs, which generate income for the population. 

Social Factors

The socio cultural factors have a direct impact in the banking sector. The populations’ cultural beliefs, sets of practices, fashion and trends, buying preferences and habits, linguistic behaviors impact the banking sector. The young population and the students prefer to carry less cash and use their credit and debit cards as a method of payment. Moreover, they do most of their banking transactions online and use the mobile wallet to make payments. This kind of mindset is very practical, convenient and favorable to the banking industry. (Perera, 2018)
The increasing population over the globe, has realized, over the years, that it’s very important to become a financially educated individual, which has increased the rate of financial literacy, worldwide. Moreover, the population using banking services has increased, fact that has made the banking industry more prosperous and has increased the number of banks. This has also generated a competition in the banking sector which is beneficial to the population using banking services. The competitive environment in the banking sector has a positive impact on its customers as they will tend to choose better customer service and be attracted to better mortgage rates or interest rates. The style of living and population behaviors are changing very fast. The customer preferences have changes and instead of keeping their savings at home, they prefer to deposit their money in a bank. The customers have also increased their appetite for taking a loan in order to pay for their studies or take a mortgage to buy a house or take a loan for an extra capital. Moreover, customers have started using the wealth advisers in a bank to make investments in stocks and shares or invest their savings in other long term investment schemes. (Newton and Bristoll, 2018)
Technological Factors  

The banking industry is a very important component of a country’s economy as it is serving a high number of customer. Over the years, the online banking system, has become more and more popular. Every day, more customers, prefer using online banking rather than the traditional way of banking which has made the banking sector extremely dependent on internet and technology. The entire banking sector relies on internet connection to conduct their day to day business. The increasing online scams and thefts have made banks adopt an advanced technology which keeps their systems and customers secure. At the end of day all the due diligence that’s carried out on individuals and businesses using banking services is made to keep the bank, the customers and the whole world as safe as possible. Banks need to have a good internet connection and high internet speed in order to offer their customer the best quality service. (Newton and Bristoll, 2018)
Lately, the banks have developed and improved their services a lot. They have been focusing on offering their clients a customer friendly environment that can make their lives easier. The banking sector target is to be able to offer their products and services to as many customers as possible, from anywhere in the world and anytime. They have offered PDQ payment systems to business’ and ATMs have been installed so that customers don`t have to use branch services and move their preferences towards online banking and mobile banking. The improvement in technology have made a positive impact on customers using the banking services by creating for them a safe and secure environment. The way of traditional banking has evolved and more and more customers rely on online banking. The banking systems build a safe environment for their customers and use tools like SMS system or the internet to keep the customer up t date with their day to day banking transactions or history of transactions. (Perera, 2018)
Environmental Factors 

According to Newton and Bristoll (2018) Even if the banking industry is not considered to have a direct impact on the environment, some indirect factors can be agreed on. As explained above in the technological factor section, the banking industry is growing and relies it`s growth on advanced technology. At the same time in order to achieve development and growth, the banking sector focuses their practices on sustainable ones. 
Nowadays, the banking industry concentrates on internet and mobile banking and mobile and online wallets, which has determined people to use less the traditional ways of transacting. The use of cheques and paper currency notes has decreased as well and generated an increase in using credit and debit cards. In other words, the transition from the tradition way of banking to the online method has generated more paperless transactions, which has a positive impact over the environment. The decreasing use of paper is beneficial for the environment and has a positive impact on it and on the banking sector too. Banks want to create a strong brand but they are also focusing on creating a customer – friendly environment behavior. Many banks in the financial industry are considering the use of renewable energy sources rather than the traditional energy sources. Moreover, the installation of solar ATMs has had a positive impact on the environment and has created a more environment friendly habit. An increasing number of commercial banks offer community days to their employees where they can spend several days in helping the community. Through these kind of environment friendly projects, they are trying to make a difference and keep the community clean. (Pu et al., 2021)
Legal Factors
The legal factors are somehow connected to the political factors as they are closely connected with the government and financial institutions that regulate the banking industry. The banking sector is regulated by laws and different nations can adopt different laws and regulations which can have a positive or negative impact on the banking industry and a nation’s economy. There are laws to support and keep safe the customers’ monies and savings. For example, the FSCS is a financial scheme that protects customers’ deposits of up to £85,000 for all banks, credit unions and building societies. A bank also collects sensitive information about its customer and builds up a data with customer information. There are laws in place that enable banks to share this information within the banking group, national rating agencies, HMRC etc. On the other hand, there are also laws that imply a very careful consideration when dealing with customer data. Banks have to keep information private and safe and respect the data collection laws and regulations. The banking industry must also follow and adhere to rules and regulations imposed by international organizations that carry out work on banks worldwide. In the case when a financial institution does not comply with the local and international rules and regulations, it will face repercussions like ban, fines, license etc. (Perera, 2018)
Conclusion 

The PESTEL analysis above has described the current condition of the banking industry and has also given an insight into its future potential to expand, improve and develop. The set of rules set by Government play an important role in the banking sector and generates a good competitive banking environment. The bank should also create a customer friendly environment and focus on offering the best customer service. The banking sector is very closely connected to the economic sector of an economy and they both have an impact on the banking industry development. An increase in a nation’s economy is beneficial to the banking business. Moreover, the banking sector can help regulate and balance the money flow which eventually generates a stability of a nation’s overall economy. The Banks worldwide don`t only generate jobs and capital for individuals and businesses but they also fight to improve the environment and have a positive impact on their local community. 
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