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Introduction
This report is about the SME company called Monzo. It is a UK based digital bank founded in 2015. The company started out as a prepaid debit card and mobile app service, allowing users to manage their money through a mobile app and providing them with real-time notifications of their transactions. In 2017, Monzo was granted a full-time banking license by UK’s Financial Conduct Authority and began offering current accounts to its users. Since then, Monzo has grown rapidly attracting millions of customers and becoming one of the most well-known banks in the UK.
In 2019, Monzo announced it would be expanding to the USA but the plans was slowed by the pandemic.
Monzo’s success can be attributed to several factors. Firstly, the company has capitalized on the growing trend of digital banking, appealing to younger customers who prefer to manage their finances through mobile apps. Monzo’s user friendly app design and real-time notifications have also help to set it apart from traditional banks.
Additionally, Monzo has built a strong community of users who are passionate about the brand with many customers sharing their experiences on social media and recommending the service to friends and family.
Despite its success, Monzo has faced a number of challenges in recent years, including financial losses and regulatory scrutiny. However, the company has continued to innovate and expand its offerings with plans to launch a range of new products and services in the coming years.
Monzo currently has about 1600 employees and has raised more than $400million in funding with a valuation of $1.6 Billion as of February 2021. It has a customer base of about 5million people worldwide.
Monzo’s strategic direction, vision, mission, goals, and objectives have played a significant role in the company’s growth and success. Here is a critical appraisal of these elements individually.
Strategic direction:
Its strategic direction is focused on becoming the financial control centre of its customers by offering a range of financial products and services beyond just current accounts, such as savings accounts, loans, and investments for growth.

Vision:
Its vision is to make money work for everyone. This is a powerful and aspirational vision that is in line with the company’s focus on inclusion and accessibility. However the vision is quite broad and does not provide specific guidance on how the company intends to make this goal achievable. Monzo believes in problem solving rather than selling of financial products and making the world a better place.
Mission:
Monzo’s mission is to “ build the best current account in the world”.This statement tends to be more specific than the vision statement and provides a focus for its efforts. This statement is narrow and does not show the full range of products and services it offers to its customers.
Monzo believes that its mission should be something that its decisions can be measured againt indicating a check on where they are heading otherwise no point doing it at all. The mission keeps them together and helps them to grow.
Values:
Monzo believes its values includes transparency, emphathy and innovation. This has helped to shape the company’s culture and has helped build its community of customers.
Goals and Objectives:
Monzo focuses on the expansion of its product offerings, increase in customer engagement and driving its revenue growth. The company has a vision of how many customers it wants to attract and revenue it would like to generate. Some of this targets may be difficult to achieve giving that its competitors are also in the market wanting similar achievements.
Conclusion:
These elements have helped Monzo shape its current achievements in the financial markets but however, they can still make improvements to stand out from its competitors in the financial industry.
PESTLE Analysis
Pestle analysis is a tool used by organisations to evaluate the impact of external factors on the organisation. It is used to identify threats, opportunities, its external environments impact on the organisation and for strategic planning. It stands for Political, Economical, Social, Technological, Legal and Environmental factors. 
Below is a full breakdown of its factors as it relates to Monzo.
Political: 
· The UK laws and regulations for financial institutions may change there by forcing Monzo to make changes to its products and services.
· It faces uphill challenges securing a banking licence in the USA.

Economical:
· Changes in interest rates, inflation etc can affect customer behaviour. as well as its products and services. 
· Economic uncertainty can also affect fund raising and attracting new customers.
· Economic downturns due to impact of the pandemic which no one saw coming.
Social:
· Gateway services challenges and inclination millennials for Neo-banking. 
· Its emphasis on transparency, accessibility and financial education tends to appeal to younger customers and may find it difficult appealing to older customers who are more used to traditional banking methods.
Technological:
· Constant attention on digital banking and introduction of new goods and services when open banking takes effect. 
· Being vary of emerging technologies that can disrupt its business model or erode its competitive advantage due to its heavy reliance on technology such as mobile apps and online banking platforms.
Legal:
· Impact of the ring-fencing regulation on UK challenger banks. 
· Brexit uncertainties. 
· Impact of failure to comply with legal requirements, regulations resulting in fines or damage to the company’s reputation.
Environmental:
· Helping customers switch to renewable energy by working with green energy companies.
· Paperless banking raising the green percentage.

SWOT Analysis
Swot analysis is a technique undertaken by organisations to evaluate its organisation’s Strengths, Weaknesses, Opportunities and Threats. A full breakdown is explained below as it relates to Monzo.
Strengths:
· UK strong customer base.
· Increasing collaboration with global leaders in the industry.
· Provides more options and alternatives to traditional banks.
· User friendly app with features such as instant balance updates, budgeting tools and spending insights which help users manage their money effectively.
· Innovative approach to banking
· Strong brand
Weaknesses:
· Limited services. Does nor offer services like loans and mortgages like other finance institutions in the industry.
· Reliance on investors for funding
· Currently operating only in the UK market thereby limiting growth.
· Poor support for fraud and scam victims as complained by customers.
· Security issues leading to distrust by customers.
Opportunities:
· Being a neo-bank, it has access to trading and investment banking online.
· International expansion can lead to increased customer base and market share.
· Expansion of product services such as loans and mortgages can lead to increase in revenue and customer base.
· Enhancing its value proposition by partnership with other companies to provide services such as insurance or investment products.
Threats:
· Freezing of account for the purpose of regulations compliance.
· There is more competition among challenger banks in the UK.
· Changes in regulations impacting its ability to operate or introduce new products.
· Economic uncertainty such as the recession can lead to decreased consumer spending.


Value Rarity Inimitability Non-substitutability (VRIN)
VRIN is a framework used to evaluate a firm’s resources and capabilities. The four key frameworks using Monzo is as follows:
Value:
Monzo’s didtal banking platform provides a user-friendly mobile app, real time notifications, and budgeting tools to help users manage their finances more effectively. It’s fee- free foreign currency transactions and low-cost overdrafts appeals to customers looking for a more affordable banking experience.
Rarity:
Monzo’s mobile first banking approach is unique in the UK banking industry, as most traditional bankers still rely heavily on physical branches. In addition, its use of machine learning algorithms to analyse customer data and offer personalised financial advice is a relatively rare capability.
Inimitability:
Monzo’s digital platform and machine learning capabilities are difficult to imitate due to the significant investment required to develop comparable technology and the need for large amount of customer data to train machine learning models.
Non- substitutability:
While there are other digital banking platforms available in the market, Monzo’s unique features such as fee-free foreign currency transactions and low cost overdrafts are noteasily substituted by competitors.
Strategic Growth Choices for SME’s
There are several strategic growth choices available to companies operating in the market. Here are a few options:
Market Penetration- 
This involves increasing market shares in an already existing market by selling more of the same products or services to existing customers or by attracting new ones.


Market Development-
This strategy involves expanding into new market with existing products or services. This could mean entering new regional markets or introducing existing products or services to new distribution channels.
Product Development-
This involves developing and introducing new products or services to existing markets.
Diversification-
This strategy involves expanding into new markets with new products or services. This could also involve related diversification where the company expands into a related market.
A new strategy that Monzo could consider is market development by expanding into new geographical markets. While it currently operates only in the UK, there are several international markets that are ripe for digital only banking services. For example, countries like Indonesia, Philippines have large population where they expand their services into. So is some European markets like Germany or France where there is a growing demand for digital banking services.
To ensure this strategy is sustainable, Monzo will need to take several steps such as:
Conduct market research:
This is needed to identify the most attractive markets and understand the local regulatory environment, competition, and customer preferences.

Customize products and services:
Monzo will need to customize its products and servives to meet the needs of customers in the market. This could involve offering local payments options, tailoring marketing messages to local cultures and providing customer support in local languages.
Building partnerships:
Partnerships can be built with local financial startups or other companies to help navigate local regulators and gain access to local distribution channels.


Risk management:
Expanding into new markets can risky such as currency fluctuations, political instability and regulatory changes.
Porter’s Generic Strategies
This is a framework which understands a company’s strategic approach to competition. It helps gain advantage over your competitors.
There are three known strategies and here is how monzo would fit in.
Cost Leadership:
This strategy involves competing based oncost by achieving the lowest cost of production or delivery in the industry. Monzo not compete on cost, as its business model is based on providing a premium, digital only banking experience rather than a low cost one.
Differentiation:
This involves competing based on unique and valuable product or service features that set a company apart from its competitors. Monzo competes on differentiation by offering user friendly mobile banking app with innovative features.
Its strong brand and reputation for excellent customer service also differentiates it fro other banks.
Focus:
This involves targeting a specific customer segment or market niche. Its used to generate loyalty for specific client base. If you have a client base that is loyal there is the tendency of them coming back to buy your products.

Ansoff Matrix
This is a strategic framework used to analyse and plan a company’s growth strategy. It consists of four strategies namely:
Market Penetration:
Monzo can increase its market share in the UK digital banking market by enhancing its customer experience, improving its mobile app and launching targeted marketing campaigns to attract new customers.
Market Development.
It can expand its services to new geographies like European countries or target new customer segments like small businesses or high net worth individuals.
Product Development:
Monzo can develop new financial products such as mortgages or investment products to offer to existing customers. It can also continue to innovate its core banking services such as offering more personalized financial advice and insights.
Diversification:
Monzo can explore opportunities to diversify its business model by offering new services outside of banking, such as insurance or wealth management or through strategic partnerships and acquisitions.
Bowman’s Strategic Clock Model
Bowman’s Strategic clock is a useful model for analysing a company’s competitive position in the market.
According to this strategy there are eight possible competitive positions that a company can adopt. These positions are based on two dimensions which are price and perceived value. The eight positions are as follows:
· Low price and low perceived value
· Low price
· Hybrid
· Differentiation
· Focused differentiation
· Increased price/standard
· Increasedprice/low value added
· High price and low value
For Monzo the most appropriate position on the strategic clock is likely the differentiation position. Monzo has positioned itself as a modern and innovative digital bank, offering a range of features and services that traditional banks do not. For example, Monzo provides real-time spending notifications, budgeting tools and easy integration with other financial apps. These features have helped Monzo differentiate itself from its competitors in the banking industry.
Furthermore, Monzo has focused on providing excellent customer service which has further differentiated it from other banks. Monzo has a strong focus on user experience and has been able to establish a loyal customer base as a result.
In all Monzo’s strategic clock is likely to be in the differentiation position due to its focus on innovation, customer service and providing unique features and services  to its customers.
Stakeholder analysis
This is a Strategic tool used to identify and evaluate the interests, expectations and power of various stakeholders that are involved in a particular project or business. Monzo’s stakeholders can be categorized into the following:
Customers:
This are the most important stakeholders for Monzo. They expect high quality banking services that are easy to use and affordable. Though customers can switch to other banks if Monzo fails to meet its needs.
Shareholders:
Shareholders are investors with stakes in Monzo. They have financial interest in its success. They expect Monzo to generate profits and increase its share price. They have the power to vote on important decisions and hold the management of the company accountable.
Employees:
The employees are critical to the company’s success. They expect fair compensation, good working conditions and be able to grow in their respective career. They have the power to affect the company’s productivity and reputation.
Regulators:
This are government agencies that oversee the banking industry and ensure that Monzo complies with the laws and regulations.
Suppliers:
They supply goods and services to Monzo such as technology and marketing services. They expect payment on a timely manner and fair business practices. They have the power to stop providing goods and services if Monzo fails to meet their expectations.


Competitors:
This are other banks and financial institutions that offer similar services. They expect fair competition and a level playing field.
The Society at large:
This refers to the public and communities where Monzo operates. They expect Monzo to be socially responsible, contribute to the economy and respect the environment.
Key Strategic Recommendations
Monzo is a fast-growing digital that has gained a lot of customers in the UK. To continue its growth and success, here are some recommendations for implementation:
Global expansion-
 Monzo has been successful in the UK but there is still room for growth. It should consider entering new markets such as Europe and USA.
Offer more financial products:
Monzo has built a strong reputation for its current account and budgeting tools, there is potential to do more like offer more financial products to its customers such as savings account, loans, and mortgages.
Improve customer experience:
Invest in customer service and user experience to ensure that it remains a leader in digital banking.
Leverage data analytics:
Monzo has a wealth of data about its customers spending habits and financial behaviour> It should leverage this data to offer personalised financial advice and recommendation to its customers.
Focus on sustainability:
Monzo has already taken steps to become a more sustainable company, such as offering customers a green energy switch service.
Partner with Fintech:
Having a reputation for being a forward-thinking company and it should continue to partner with fintech startups to offer innovative new products and services to its customers.
Conclusion
Monzo is a digital bank that has established itself as leading bank that is well positioned for continued growth and success in the future. Expanding its area of operation which is currently only in the UK will help amass more customer and increase its share value.
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