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Neobanking

« Sharp focus on a customer segment with tailored
Digital banking propositions and easily recognizable USPs

* Enabled by a superior tech platform (not just digital
channel apps) — more nimble/ agile in product
introduction, more efficient processes

«  Modern UI/UX

+ To compete in the digital era, Banks started to
roll out their own platforms

« Inaddition to basic banking services, multiple

* Used to be a branch / ATM phenomenon add-on layers were added * Modern physical form facters (non-traditional card
+ Digital channels started seeing adoption post - Distinct branding (e.g., Yono, 811) designs)
2010 + Better use of digital advertising/ creatives

Refreshed Ul / UX
« Focused primarily on CASA related services —

Addl. digital journeys — fully digital account
transfers, payments, account maintenance era ) v Vo .'

opening, open FD, apply for loan

Cross selling — investment products,
insurance, etc.

A 4

Examples of retail neo-banking brands with recognisable USPs
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Choosing The Optimal Strategy: Digital Transformation on
Traditional Platforms or Establishing Neobanks and Smart

Banking

Farshid Farokhnejad' Hadi Sepanloo”

Masoud Naranji’

Abstract

This article examines the challenges of transitioning to neobanks and smart banking within the
Iranian banking system, utilizing soft systems methodology for analysis. The research clarifies existing
deficiencies and inefficiencies in current digitalization strategies based on traditional frameworks by
identifying the problem situation and collecting data through interviews and reviewing relevant
documents. Findings indicate that outdated infrastructures and lack of investment in innovation
hinder traditional banks from responding to new customer needs and moving toward digital
transformation. Given the environmental conditions, technological advancements, and new
customer expectations, digital transformation on traditional platforms proves ineffective,
highlighting the urgent need for a shift towards innovative and digital models. Ultimately, the
conceptual model presented in this article aids in identifying causal relationships and inefficiencies,
emphasizing the necessity of changing the approach toward neobanks and smart banking. This
research demonstrates that adopting new strategies, improving customer experience, and

collaborating with fintechs can pave the way for transformation in Iran's banking industry.
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