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1. INTRODUCTION
Globalization in the recent past has changed the face of global business; everything transpiring in the business world has been significantly altered. This has trickled down to affect business operations across the globe (Gereffi, 2018). This is in terms of high levels of interconnectivity and increased cross-border transactions that have characterized the business environment for the last few decades. The development of this change significantly started with the establishment of multinational corporations and digital financial institutions; straying their activities from conventional frontiers into affecting global economic activities (Chishti and Barberis, 2016). Financial statements have been of utmost importance during this era than ever before—not just for conventional financial institutions like HSBC UK but also for newly emerged digital banks like Monzo.
1.1 Background and Context
The importance of financial statements in business accounting cuts across both traditional and digital banking platforms. The centrality of financial statements provides data on which strategic planning is based, investment evaluation, and compliance with international regulations. To global financial institutions, such as HSBC UK, and digital banks, such as Monzo, financial statements are important in ensuring transparency and accountability across regional and operational models. In this regard, the study will examine the relevance of financial statements under these contexts and research into the special chances and challenges that could be related to their use in both traditional and digital banking environments.
1.2 Research Problem 
Although financial statements are acknowledged as part of business accounting, the way they are used and what effect they might have on strategic decisions could greatly differ between the traditional and digital banking models. The question is therefore how to make sense of these differences and where to identify good practices that can be transferred cross-sector. This research aims to contribute to the gap of comparative studies on the utilization of financial statements by traditional and digital banks in support of their strategic goals.
1.3 Research Aim and Objectives 
The paper tries to analyse and compare the use and impact of financial statements in business accounting and strategic decision-making between HSBC UK and Monzo. Therefore, the specific objectives of the research are:
1. To critically evaluate the elements and functions of financial statements for both HSBC UK and Monzo.
2. To look at how strategic decision-making is influenced by the financial statements of the two types of institutions.
3. To identify limitations and hence opportunities associated with financial reporting in both traditional and digital banking environments.
4. To give recommendations of how financial reporting may be effective in the banking sector.
1.4 Research Questions
1. What are the main components and roles of financial statements in HSBC UK and Monzo? How do financial statements impact strategic decision-making in HSBC UK and Monzo?
2. What are some financial reporting issues or challenges posed with or by HSBC UK and Monzo, and how are they managed?
3. What best practices do you think would be recommended for effective financial reporting between the “brick -and-mortar” and digital banks?










2. LITERATURE REVIEW
2.1 Definitions and Characteristics of Financial Statements
Financial statements represent the formal record of a firm's financial activities and position. They are composed of three sections: the balance sheet, income statement, and cash flow statement. The balance sheet represents a summary of the financial organization's position reporting assets, liabilities, and equity as presented in a snapshot at a particular instant in time. The income statement shows what the company has achieved in financial terms over a period regarding revenues, expenses, and profits (Penman, 2013). The cash flow statement sets out the inflows and outflows of cash in an entity to shed light on the level of liquidity and flexibility that a company enjoys (Penman, 2013).
2.2 Relevance of Financial Statements in Business Accounting
Financial statements are important for stakeholders to avail a clear view of the financial health of a company, hence an investor, creditor, or regulator. Regulatory compliance is imperative for financial statements and maintenance to support strategic planning to build confidence among investors, especially for HSBC UK (HSBC, 2023). Financial statements may be of equal importance for Monzo but used to a different effect in light of the bank's digital-only model and focus on innovative financial services availed through it (Garton and Radcliffe, 2017).
Resource-Based View, Agency Theory, and Socio-Emotional Wealth (SEW) are some such theoretical paradigms that confirm business accounting's locus in the bigger picture. RBV highlights certain peculiar resources that offer a competitive advantage, and effective financial reporting is one of them (Barney, 1991). Again, the importance of narrowing information asymmetry between shareholders and managers – interest alignment – is at the core of Agency Theory (Jensen and Meckling, 1976). SEW, particularly the context of family businesses, acknowledges the importance of reliable and truthful financial statements to maintain the non-financial values, or non-financially oriented view of a business (Gómez-Mejía et al., 2007).
2.3 Advantages and Disadvantages of Financial Statements
Financial statements have multifaceted benefits. They bring about transparency, informed decision-making, regulatory compliance, and investor confidence (Bryman and Bell, 2015). For HSBC UK to maintain its name as one of the best global financial institutions, there is this very compelling need for these advantages. Monzo requires the financial statement to be able to attract and retain a generation of customers that believes in technology and wants to have financial statements in a transparent and innovative manner (Brown, 2021).
However, there are also disadvantages to preparing financial statements: it is time-consuming and expensive to prepare such a detailed report, and there may be a risk of a material misrepresentation. The challenge for Monzo will lie in how to make detailed and comprehensive financial statements, much like those for traditional banks, considering that the technological world is one big tsunami (King, 2018).
2.4 Challenges in the Use of Financial Statements
The problem is not unique with HSBC UK or Monzo bank, as far as the success in using financial statements effectively is a requirement. The complexity of the international financial reporting standards and having to comply with the regulatory requirements of the many jurisdictions will complicate the process of reporting for HSBC UK. Monzo, being a digital bank, navigates through challenges of financial reporting in an industry that is still evolving and for which traditional reporting standards may not fully reveal its characteristics (Davis, 2022).
Key amongst the challenges are the accuracy and reliability in financial statements, risk management about regulatory compliance, and prevention of misrepresentation. The new banking order, whether through digital means or not, needs to address these challenges to ensure that the integrity and relevance of financial statements is maintained (Chishti and Barberis, 2016).
2.5 Practical Ways to Achieve Effective Financial Reporting
Best practices that help inculcate effective financial reporting within both HSBC UK and Monzo include regular training for staff working on the finances, good internal control systems, and the use of technology. Training would ensure that financial staff are well versed with the current standards and practices, whereas robust systems of internal control will prevent fraud and guarantee the accuracy of financial reports (Davis, 2022). The inclusion of technologies in digital banks like Monzo brings benefits such as easing the reporting process and improving data accuracy.
Moreover, financial reports-based case studies would also help to expose the practical aspects of using financial statements. This can be known from the analysis of the financial reports of HSBC UK and Monzo and would indicate just how these institutions use financial statements to support their strategic decisions and stay afloat, offering understanding into best practices in the industry (Brown, 2021).























3. RESEARCH METHOD
3.1 Research Philosophy: The basis for this study is a pragmatic research philosophy, which includes flexibility in the use of different research techniques and methods. Pragmatism is most suitable, since it can incorporate the complexities involved in analysing financial statements in these contexts into the focus of the current study on both traditional and digital banking (Saunders, Lewis, and Thornhill, 2019).
3.2 Research Paradigm: It is a qualitative paradigm within the research that was chosen in order to grasp the experience and perception in detail from the stakeholders about HSBC UK and Monzo with regard to the role of a financial statement in accounting. This approach is critical for capturing the nuanced and context-specific aspects of financial reporting at these institutions (Creswell and Poth, 2018).
3.3 Research Approach: This research is deductive, and hypotheses will be tested against established theories, including the Resource-Based View and Agency Theory. The application of these theories to the cases of HSBC UK and Monzo, in a way, would try to confirm or deny established knowledge and, in the process, bring out new evidence into the body of knowledge about the underlying subject of focus at hand (Saunders, Lewis, and Thornhill, 2019).
3.4 Methodology: The research design adopted in the study is a case study approach, wherein the cases represented are predominantly HSBC UK and Monzo. This is best for a more in-depth understanding of ways financial statements are used within these firms as an opportunity to scrutinize in detail financial reporting between them and what effect it has on strategic decision-making.
3.5 Research Strategy: Given the quite limited existing research, which has been conducted on the comparative use of financial statements in traditional and digital banking, the exploratory research strategy has been chosen. The study has been designed as a mixed one through the use of questionnaires distributed with the Google form and individual analysis of the answers of companies' financial reports to give a complete view of the financial reporting in these two contexts (Creswell and Poth, 2018).
3.6 Sampling Methods: Purposive sampling techniques would be used for choosing such participants who would provide maximum information relevant to the research objectives. Four employees and two managers or supervisors from the HSBC UK and Monzo groups will be chosen for this study based on their different roles and experiences relating to financial reporting. This would ensure a variety of views that are vital for in-depthness and reliability of the study (Palinkas et al., 2015).
3.7 Data Collection Techniques: The following tools will be used to collect the data:
· Google Forms questionnaires: To collect the relevant data, a set questionnaire was posted on Google Forms for different selected participants from HSBC UK and Monzo. The questions have been so framed that they are going to deliver knowledge about the use of financial statements within the respective companies, and certain questions are going to target general opinions and detailed experiences (Bryman and Bell, 2015).
· Document Analysis: The financial reports of HSBC UK and Monzo will be analysed in-depth to complement further the information gained from the questionnaires. This section will focus on key financial indicators, reporting practices, and the strategic use of financial statements. In this regard, the document analysis part will bring additional data and facilitate the triangulation of the findings so that a robust understanding of how financial reporting impacts decision-making and financial health in these companies may be attained. Subsequently, the study by Yin (2018) reinstates the above approach into practice.
3.8 Data Analysis: Data analysis with an emphasis on the process of identifying, categorizing, and reporting patterns within the data will be executed using thematic analysis. Qualitative data derived from the questionnaires and document analysis will be inductively analysed in terms of coding and categorization toward the derivation of themes pertinent to the research questions. Triangulation of the questionnaires and data from the document analysis will further confirm robust interpretation of findings, hence reliability of similar information (Braun and Clarke, 2006).
3.9 Ethical Considerations: Ethical considerations are important to giving integrity and fairness to this research. These are some of the ethical issues that shall be considered:
• Informed Consent: Participants involved in the study will be notified of the objectives, procedures, possible risks, and benefits in advance. This is to ensure voluntarism and informed participation (Bryman and Bell, 2015).
• Confidentiality: All the participants in the research study will be confidential and anonymous. Sensitive information will also be guarded against any possible privacy transgressions throughout the research process, including financial and business proprietary data.
• Prevention of Harm: Measures will be implemented to avoid any physical or psychological harm to participants, including using non-intrusive questions in the questionnaires and providing access to support resources if needed (Creswell and Poth, 2018).
• Conflict of Interest Disclosure: Any potential conflicts of interest that may impact the study's conduct or its results will be clearly and transparently disclosed, ensuring continued credibility and trustworthiness of the research process (Bryman and Bell, 2015).
• Cultural Sensitivity: As participants come from such a wide variety of cultural backgrounds, research methods will be adapted to respect cultural difference, avoid causing unintended offense, and ensure that inclusive research is conducted as recommended by Yin (2018).
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[image: A blue and white grid with black text

Description automatically generated]




4. CONCLUSION
This research explored the usability of financial statements in business accounting through case studies relating to HSBC UK and Monzo. The pragmatist approach and qualitative methods have contributed to an all -rounded understanding of how financial statements influence strategic decisions and financial health from both traditional and digital banking environments. These findings underline the importance of transparency, accuracy, and timely financial reporting toward the retention of investor confidence and regulatory compliance. In the process, questionnaires and document analysis have exposed some key insights into the practical challenges and opportunities associated with financial reporting. Consequently, this research shall emphasize the role of continual improvement to be brought within the practices of financial reporting to suit the changing global financial scenario. With actionable recommendations, this research pushes the broader argument on financial management, thus offering valuable guidance to both traditional and digital financial institutions.
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