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Assessment 2
(Group Presentation)

Analyze and critically evaluate the factors that lead start-ups to succeed
beyond three years by citing a start-up in recent times in the UK. — Monzo



Introduction

Start-up businesses are entrepreneurial
undertakings having innovative ideas to
solve existing consumer challenges

The start-up businesses have considerable
small beginnings as they are based on
creative ideas and small funding (Skala and

Skala, 2019)

The start-up firms witness rapid growth but
encounter challenges due to Ilimited
resources and scalability

The start-ups need to be highly competitive
with scalability to meet the market demand
and procure financial resources and
infrastructure to succeed beyond 3 years
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Start-up Company - Monzo

Monzo Bank Limited was established i 2015 as
an online bank in the UK position as one of the
earliest app-based challenger banks (Monzo,

2023)

The bank was established by Tom Blomfield,
Jason Bates, Paul Rippon, Gary Dolman and
Jonas Huckestein and the present Chairman and

CEO are Garry Hoffman and TS Anil

The business initiated with the services of
providing an online mobile application-based
bank account and prepaid debit card

The start-up company has since grown to employ
1,879 workers and generated a net operating
mcome of GBP or 4.5 million in the year ending
February 2023 and its interest income increased
by 382% (CNBC, 2023)
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Timing
The timing of Monzo Bank Limited's market launch

1s a great illustration of how innovation and

entrepreneurship are crucial to a company's success _ ' monzon:

(Bradford, 2020). )]

When Monzo joined the market, traditional banking

was coming under fire for its sluggish, antiquated

procedures and lack of customer-centricity.

By spotting this market gap, Monzo was able to take
advantage of the chance to serve a digitally connected

banking service (Hodson, 2021).

Due to the increased usage of smartphones, Monzo

was better able to attract customers.



Team

«The Monzo Bank Limited team 1s an
efficient example of many entrepreneurial
traits and was essential in the company's
development (Meager, 2019).

By entering a highly regulated and
competitive market, the Monzo team
assumed substantial risks (Hodson, 2021).

' The Monzo team was made up of people
with a variety of knowledge bases, including
marketing, technology, fmance and
customer support.

*As a startup, the Monzo team had to
constantly adjust to the shifting demands of
its customers and the market.
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Business Idea

& *The goal of Monzo Bank Limited was to
establish a customer-focused digital-first
bank (Meager, 2019).

& *The primary goal of Monzo was to
deliver a superb customer experience.

& *By using a mobile app, they hoped to
meet the expectations of a generation that
1s more connected to the internet.

& eInnovative technologies and mobile
platforms were used by Monzo's business
plan to upend the conventional banking
paradigm (Ramdani et al., 2020).




Business Model

*The core of Monzo Bank Limited's
business model is to offer digital banking
services with a focus on the consumer.

*Their business approach makes use of
innovative features and technology to
provide a smooth and customised banking
experience (Menegon, 2020).

* When Monzo first launched, it was a lean
startup that iterated constantly in response
to customer input (Ramdani et al., 2020).

*This flexible approach, which embraces
learning from mistakes, is a defining
characteristic of entrepreneurship.




Business Model

« User growth and network effects are key
components of the Monzo’s business
model (Menegon, 2020).

The business strategy for Monzo
includes several different income sources,
including transaction fees, overdraft fees,
and premium subscription services.

* The UK market was initially the focus of
Monzo's business concept before it was
spread to other nations (Meager, 2019).

* As a banking company, Monzo complies
with all applicable regulations.



Funding

Funding 1s critical for the survival of start-up
companies like Monzo for ensuring continued
success for years (Davari and Farokhmanesh,
2017)

Monzo generated funding worth more than USD
1.1 billion over 21 rounds of funding with the
latest inflow of USD 75 million on February 8
2022 (Usesignhouse, 2023)

Monzo secured the latest series H investment
with a total of 6 investors where Abu Dhabi
Growth Fund was the leader

The start-up bank 1s founded by a total of 37
investors with the latest addition of Couate and
Goodwater Capital as it initiated equity
crowdfunding and venture round in the past

Announced
Date

Feb 8, 2022

Feb 8, 2021
Dec 2, 2020
Jun 16, 2020

Jun 25, 2019

Dec 3, 2018

Oct 31, 2018

Dec 1, 2017

Nov 15, 2017

Nov 6, 2017

Transaction Name

Series H - Monzo

Series G - Monzo
Series G - Monzo
Series G - Monzo
Series F - Monzo

Equity
Crowdfunding -
Monzo

Series E - Monzo

Venture Round -

Monzo

Equity
Crowdfunding -
Monzo

Series D - Monzo

Number of
Investors

Money
Raised

§475M

£50M
£60M
£65M

£113M

£20M

£878.1K

Lead Investors

Abu Dhabi
Growth Fund

Y Combinator

Accel, General

Catalyst

Goodwater
Capital




Challenges

Monzo faces immense challenges due to market
competitors operating in the same segment of
challenger banks along with the mainstream
financial mstitutions

Revolut 1s the fiercest market competitor of
Monzo due to its exponential growth in revenue
and market share of customers throughout
Europe (Statista, 2023)

Berlin-based N26 provides stiff competition to
the startup due to having crossed 7 million
customers as of 2021 and continuously
expanding and occupying market share

Monzo continues to face regulatory challenges in
the financial market as it does not have all the
liberties of mainstream financial institutions
along with facing the challenge of maintaining
saleability with quality

|
©

CHALLENGE 1 CHALLENGE 2

TRADITIONAL SECURITY AND FRAUD
BANKING HABITS INSTANCES




Customer deposits

In the year ending February 2023, the
customer deposits at Monzo exceeded GBP
5.94 billion, increasing by roughly GBP 1.5
billion to the previous year (Statista, 2023)

Increasing deposits indicate the growing
trust and strong foundation of the business

Monzo was valued at £3.7 billion 1n 2021
whereas it was valued at £0.2 billion in
207

£4 billion

The gradual increase in valuation indicates
the strong market performance

Valuation



Graphs

Transaction Volume

£30 billion

The transaction volume was £28.70 million
for Monzo throughout 2022 indicating an

increase of £9 billion from the previous year £20 bilion

Monzo gained 0.94% value from the overall

transaction volume in 2022 compared to £10 bilion

0.78% 1n 2021 (Usesignhouse, 2023)

The gross lending of Monzo increased in o bilion —
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2022 to £259 compared to £105 million in o 2020 20z

2021 Year

The total deposits by the customers was _
£4.44 billion in 2022 while the average Year Average Deposit

deposit increased to £1,400 the same year,
compared to £793 1n 2021

£793

£1,400



Conclusion

Monzo had been a highly successful start-up
finance company making a market entry at the
right time of the popularity of digital banking

Monzo 1is successful beyond 3 years of its
foundation due to the continuous funding by the
mvestors across the rounds and investment in
business scalability

The start-up company is based on the business
idea of offering an alternative to the traditional
banking experience by maximizing user
convenience and savings

The challenges mostly include the prejudice
against online banking due to security issues
along with the increasing growth of the market
competitors
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