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[bookmark: _Toc233900066]1. Introduction
[bookmark: _Toc233900067]1.1 Background
The UK banking industry has been going through major changes with influence of technological innovations, changing consumer expectations, and regulatory changes. With the introduction of Open banking, initiated by Competition and Markets Authority (CMA) reforms in 2017 and the Revised Payment Services Directive (PSD2), consumers can now share financial data with authorised third parties (Govuk, 2022). This developed major competition in the sector with challenger banks like Revolut, Monzo and others competing with established high-street companies. As of March 2025, there had been 13.3 million active open banking UK users, showing increased reliance on digital financial services (Open Banking, 2025). Advancements in AI, machine learning, and other technologies have allowed banks to personalise services and provide customised product recommendations.
[bookmark: _Toc233900068]1.2 Aim and objectives
Aim
This study aims at evaluating the impact of the digital banking revolution on customer retention and strategic differentiation within the UK retail banking sector.
Objectives
· To analyse the current trends driving the UK digital banking landscape, specifically the integration of Open Banking APIs and AI-driven personalization
· To investigate the key determinants that influence modern UK consumer trust and loyalty
· To compare digital service quality gaps between traditional high-street banks and digital-only challenger banks
· To strategically recommend UK financial institutions to reduce customer churn in a highly fragmented digital marketplace
[bookmark: _Toc233900069]1.3 Questions
· How are open banking and AI-based personalisation influencing UK digital banking?
· What are key factors impacting consumer trust and loyalty in UK digital banking?
· How do consumers consider digital service quality of traditional banks compared to challenger banks?
· Which digital banking approaches can enhance consumer retention for UK financial institutions?
[bookmark: _Toc233900070]1.4 Significance
Regardless of major research done for online banking adoption, there is a gap in analysing how AI-based personalisation and embedded financial services impact long-term consumer relations in a multi-banking context. With rising open banking popularity, it is crucial to understand drivers of trust and loyalty. This study aims to contribute to the academic and practical perspective of how digital innovation influences competitive advantage in UK banking.
[bookmark: _Toc233900071]2. Literature review
[bookmark: _Toc233900072]2.1 Open banking and AI-driven personalisation
Open Banking has been developed by Competition and Markets Authority (CMA) reports and needs major banks to provide a secure level of Application Programming interfaces (APIs) to ensure consumers can share their financial data with authorised third parties. The approach was developed to increase competition, enhance innovation, and, over time, it has contributed approximately £4.1 billion to the UK economy while developing more than 4800 jobs (Open Banking, 2025). The adoption of Open Banking has majorly increased in recent times, with data showcasing active users reaching over 13 million consumers, showing rising acceptance for data-sharing services (Open Banking, 2025). This growth has encouraged various challenger banks like Monzo and Revolut, which are utilising digital technologies for providing highly accessible and consumer-friendly financial services (Komandla, 2024). 
Furthermore, the concept of AI has also become a major driver of digital banking transformations. Pamisetty (2023) found that companies have started to utilise AI-powered systems for credit assessment, consumer service automation, fraud detection, and predictive analytics for financial recommendations. For example, financial institutions can analyse transaction behaviour and develop more customised insights and product suggestions. The Technological Acceptance model can be considered to support these findings, which showcase how consumers are willing to adapt technologies that are useful and easy to use (Marikyan and Papagiannidis, 2023). AI personalisation is supporting these factors through enhancing convenience, and it is also showcased in over 75% of UK financial companies adopting AI (Bankofengland, 2024). 
[bookmark: _Toc233900073]2.2 Consumer trust and loyalty in digital banking
As per the Commitment-Trust theory, trust is the base layer for a strong long-term relation (Handriana et al., 2021). In the case of digital baking, trust is impacted via factors like data privacy, regulatory alignment, service reliability, institutional name and cybersecurity. Hasan et al. (2023) added that consumers are more prone to remain loyal to banking service providers they consider as secure and transparent. The rise of Open banking has developed both challenges and even opportunities, as consumers can benefit from enhanced financial visibility and personalised services, yet there is still concern for third-party access to personal data. According to the findings of Alhawamdeh et al. (2024), privacy concerns can be considered as a key barrier for data-sharing services like open banking. So, trust becomes a key factor for consumers in engaging with digital banking innovations. In terms of loyalty, digitalisation has significantly influenced the loyalty perspective of consumers in digital banking. 
[bookmark: _Toc233900074]2.3 Digital service quality: comparison of traditional and challenger banks
The quality of digital services has been a key competitive force in the UK banking sector as customers also consider the quality of digital services, in terms of efficiency, convenience and personalisation, to be one of the most important criteria in their selection of a bank. Alhawamdeh et al. (2024) added that digital transformation, particularly in mobile applications, online banking systems and artificial intelligence (AI)-enhanced customer services, has been an expensive process by traditional high-street banks, such as HSBC, Barclays and Lloyds. Most of these institutions however still use legacy IT infrastructure which in most cases restrains innovation, retards service delivery and results in service disparity in customer experience. Conversely, challenger banks like Monzo, Starling bank and Revolut have been founded as digital-first organisations. Their software-as-a-service infrastructure allows them to update their software more quickly, integrate with Open Banking APIs and very responsive mobile apps. These banks offer real-time payment alerts, budgeting features, instant account creation, spending insights and customized financial insights, which further customer interaction (Iddenden et al., 2024). 
According to the SERVQUAL model, the service quality is decided based on the dimensions which include reliability, responsiveness, assurance, empathy and tangibles. In the context of digital banking, responsiveness and reliability are especially significant as the customers make demands on safe transactions, the absence of service interruptions and quick resolution of issues (Handriana et al., 2021). Challenger banks tend to be doing well in response and ease of use whereas traditional banks tend to have better customer trust on other aspects like financial stability, regulatory compliance and long-established brand reputation. As a result, the security of established banks is often equated with consumers with challenging banks being seen as more innovative and customer centric. Although there are these benefits, challenger banks are not devoid of these difficulties as far as profitability, security issues and customer confidence are concerned as they grow. Conventional banks in the meantime are keeping up with the digitalisation trend by personalising their services via AI and using the cloud and Open Banking collaborations to stay afloat. 
[bookmark: _Toc233900075]2.4 Research gap
Regardless of various existing studies and secondary data providing extensive analysis of online banking adoption, technological acceptance and digital transformations in financial services, there are still gaps remaining to solidify the understanding. Most of the research is done mostly in the early stages of digital banking development, when consumer adaptation is the main issue. Yet, with time shifting, the UK banking context has changed from the earlier environments and characteristics. Therefore, with a consideration of these gaps, this study aims to address them through analysing the manner of how Open Banking and AI-based personalisation has influenced consumer trust, loyalty and switching behaviour in the UK retail banking industry, providing academic and practical insights.
[bookmark: _Toc233900076]3. Methodology
[bookmark: _heading=h.3mptl9vd9fwy][bookmark: _Toc233900077]3.1 Research philosophy and research approach
Although previous studies have analysed consumer satisfaction and technology adaptation, there is a lack of analysis of how AI-based personalisation influences trust, retention and loyalty for consumers in the contemporary digital banking context. Therefore, the research philosophy that will be used in this study will be positivist research philosophy. It is because this research will be objective to test the relationship between the quality of digital services, Open Banking, and AI-driven personalisation, consumer trust and customer loyalty in the UK banking industry. The UK is considered as global leaders in digital banking innovation especially after the Open Banking regulation in 2018 introduction. The study will use a deductive research approach where the researcher will start with the testing of existing theories. It will be done so in the context of UK digital banking such as the Technology Acceptance Model (TAM), SERVQUAL and Commitment-Trust Theory (Marikyan and Papagiannidis, 2023).  
[bookmark: _heading=h.c24bvsa4i3wt][bookmark: _Toc233900078]3.2 Data collection and analysis methods
In terms of data collection, primary data will be collected using a quantitative research strategy. For this, an online questionnaire will be used. The survey will be administered via Google Forms, link of which will be shared to about 51 respondents who are actively using digital banking services. One of the main reasons behind choosing this target population is that consumers expect financial services to provide more personalized recommendations to improve convenience. As inspired from the findings of Hossan et al. (2023), the convenience sampling method will be used to select participants, as the researcher will be able to collect responses of conveniently available digital banking users. The survey questionnaire will have closed-ended questions that will be measured on a five-point Likert scale. This is so as to cover variables like digital service quality, artificial intelligence-based personalisation, perceived security, trust and customer satisfaction. 
Trust is developed to be a key influential determining factor for consumer behavioural shifts in financial services. In contrast to other industries, banking includes the management of sensitive personal and financial data while making reliability and security crucial for consumer decision-making. Taking this into account, collected survey responses (primary quantitative data) via Google forms will be exported to Microsoft Excel where descriptive statistical analysis will be performed. Alabi and Bukola (2023) added that descriptive statistics is suitable in organizing, summarizing, and describing basic features of a dataset in a meaningful way. Subsequently, characteristics and opinions of respondents will be summarised using descriptive statistics in the form of frequency distribution, mean and median. To make the results more presentable, graphical analysis will be done wherein separate charts will be prepared for every survey question. 
[bookmark: _Toc233900079]4. Expected findings
The expected findings of this study are that the level of customer trust, satisfaction and loyalty in the UK banking industry is significantly positively affected by digital service quality. Challenger banks, such as Monzo, Starling Bank and Revolut, are expected to have more positive customer ratings on mobile usability, speed of transactions, personalised financial insights and general experience with digital products due to their business models that are digital-first. On the other hand, perceived security, financial stability and institutional trust are more likely to work out better in the case of traditional high-street banks because they have been established over an extended period (Alhawamdeh et al., 2024).  It is also anticipated that the results will reveal that AI-guided personalisation and Open Banking options have a positive effect on customer engagement and retention by providing them with more personalised and convenient banking services. 
[bookmark: _Toc233900080]5. Limitations 
This paper has several limitations that need to be considered when deciphering the results. To start with, the study will employ a convenience sampling approach where the sample is estimated to be 51 people, which might not be representative of the heterogeneous population of digital banking users in the UK. This means that there might be poor generalisability of the findings. Second, the research will be cross-sectional in nature in that it will gather data at one time. This method only gets the immediate perceptions of the respondents, yet it is unable to determine how customer attitudes and behaviour will change over time. Third, the study is based on self-reported questionnaire data, and this could be subject-to response bias, social desirability bias or poor recall. 
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	Week
	Activity

	Week 1–2
	Finalise research topic, aim, objectives and conduct the literature review.

	Week 3
	Develop the questionnaire and complete any required ethical considerations.

	Week 4–5
	Distribute the online questionnaire and collect responses from UK digital banking users.

	Week 6–7
	Organise, clean and code the collected data using Microsoft Excel.

	Week 8–9
	Perform descriptive statistics and cross-tabulation analysis and interpret the findings.

	Week 10
	Discuss the results and compare them with existing literature.

	Week 11
	Write the final research report, including conclusions and recommendations.

	Week 12
	Review, proofread, revise and submit the completed research proposal/report.


[bookmark: _Toc233900082]7. Conclusion 
Open Banking, artificial intelligence and customer-centric digital services are the fields of digital transformation that are rapidly being implemented in the UK banking industry. In this study, the researcher hypothesises to look at the impact of these developments on the digital service quality, customer trust, customer loyalty and switching behaviour between the traditional high-street banks and the challenger banks. Through a quantitative research method, the study will have evidence on the factors that contribute to customer retention in the changing banking environment. The results are likely to provide useful academic and practical information that can assist financial institutions to enhance digital strategies, better customer experiences and competitive advantage in the ever-growing digital UK retail banking sector.
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