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Welcome to our seventh annual 
Financial Institutions Sentiment 
Survey, which collects the latest views 
of more than 100 senior decision-
makers at UK banks, wealth and asset 
managers, insurers, financial sponsors 
and intermediaries.

While last year we reported on a sector 
brimming with confidence and determined 
to play a leading role in Britain’s post-Covid 
recovery, we’re now seeing the impact of an 
entirely new set of challenges.

The UK financial services sector is facing into 
an expanded set of headwinds, principally 
stemming from rising inflation after a 
protracted period of record low interest rates, 
a cost-of-living crisis and war in Europe.

Yet the UK remains one of the world’s leading 
financial centres and financial services are a 
key driver of prosperity across the country, 
with two thirds of UK financial services jobs 
located outside the capital.1

Driving the economy forward
The sector continues to help realise the 
nation’s potential; investing, protecting, 
lending and innovating to keep the economy 
moving forward.

Sentiment remains robust, as do investment 
plans, with a focus on technology that will 
generate efficiencies, deliver better client 
experiences and make organisations  
more resilient. 

At the same time, government has moved 
to facilitate the sector’s growth and 
competitiveness, with a focus on creating 
opportunity as we diverge from the EU laws 
that previously governed our activities.

We should also take pride in our determined 
and unified stand against Russia’s invasion 
of Ukraine, supporting one of the most  
wide-ranging sanctions regimes in history.

Welcome

Adrian Walkling 
Managing Director,  
Head of Financial Services, 
Lloyds Bank

1  City of London, The Global City

https://www.theglobalcity.uk/uk-wide-offer#:~:text=London%20is%20Europe%E2%80%99s%20largest%20centre,FDI%20s
https://lloydsbanking.kuluvalley.com/view/TNMlcJM5Bs55yXFcuTUXXx
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Welcome (continued)

And, despite the challenging environment, firms remain on an 
entrepreneurial footing.

It’s also heartening to see that sustainability remains a strategic 
priority for firms, who share our commitment to supporting 
Britain’s transition to a low carbon economy.

There’s a delicate balance to be struck to manage that transition 
without any unwanted economic consequences, particularly 
with the economy in its current fragile state.

Though the year ahead is unlikely to see inflationary pressures 
ease significantly and the operating environment will remain 
challenging, the sector remains in a robust position.

The external pressures the country faces are very real, and 
financial institutions are stepping up with a range of practical 
and financial support for clients during these difficult 
economic times.

Despite the challenges, I believe firms are well placed to build 
on their existing strengths and grasp the diverse range of 
opportunities that lie ahead. 
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Results at a glance

A summary of key insights and expectations for 2022 and beyond from senior 
decision-makers in the UK financial services sector:

Strategic priorities

79%
say attracting and retaining talent  

is a strategic priority

Regulation

35%
believe the current level of regulation the sector 

must adhere to is not fit for purpose

Sustainability

59%
have committed to net zero and have set  

net zero targets and deadlines

The economy 
Expect growth to improve
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In last year’s report, financial services 
firms were looking ahead with a renewed 
confidence after the success of the UK’s 
Covid-19 vaccination programme seemed 
to signpost a return to normality after the 
pandemic.

But since then, we have seen the outbreak of war in 
Ukraine and seven interest rate hikes (up from 0.1% to 
2.25%) after inflation ominously reached double digits 
for the first time in 40 years.

The Bank of England believes the economy entered 
recession in Q3 of 20222, with output expected to fall 
every quarter until Q4 2023, followed by a period of 
sluggish growth.3 

At the same time, the IMF has warned that the UK will 
be the weakest of the G7 economies in 2023.4

Against this backdrop, our respondents’ expectations 
of improving UK economic growth in the year ahead 
have fallen dramatically year-on-year, from 88% to 7%.

Seven in ten (70%) now expect growth to worsen  
over the next year, which tallies with the majority 
outlook, including HM Treasury’s survey of 
independent forecasts.

Inflation hits optimism
The primary causes of this decline in sentiment are 
record levels of inflation (70%), linked with the  
cost-of-living crisis (63%) and heightened  
geopolitical tensions (30%).

Inflation began its upward march in earnest in 
September 2021 and at the time of writing the BOE 
forecasts it will peak at around 11% in Q4 of 2022.5 

Inflation in the UK could stay higher for longer than 
other G7 nations, reflecting the elevated OFGEM  
price cap, weak sterling and the differing responses 
taken by countries to protect households from  
higher prices.

This comes after years of stagnating UK productivity 
and the impact of Covid-19 and Brexit, which have 
contributed to constraints to firms’ supply chains, 
access to labour and ability to export.

And, while the situation will improve in time, there 
is always the potential for future shocks, such as 
supply chain interruption, further disruption to energy 
supplies, industrial action and new outbreaks of 
Covid-19.

Economic outlook

Why will the UK’s economic growth 
worsen in the year ahead?

6

2 Bank of England Monetary Policy Committee – September 2022
3 Bank of England Monetary Policy Report – August 2022
4 BBC News
5 Bank of England Monetary Policy Committee – September 2022

Inflation

70%

Geopolitical  
tension

30%

Cost-of- 
living crisis

63%

Increasing  
base rate

29%

Supply chain  
disruption

29%
Availability  

of labour

26%

Economic outlook

https://www.bankofengland.co.uk/monetary-policy-summary-and-minutes/2022/september-2022
https://www.bankofengland.co.uk/monetary-policy-report/2022/august-2022
https://www.bbc.co.uk/news/business-62299490
https://www.bankofengland.co.uk/monetary-policy-summary-and-minutes/2022/september-2022
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Despite the deteriorating economic outlook, respondents’ expectations for growth in the UK financial 
services sector proved more resilient, which provides some room for optimism, given its status as a 
bellwether for the wider economy.

While just 12% of firms expect the sector’s growth to 
improve in the year ahead, half (51%) expect the level 
of growth to continue broadly unchanged – a positive, 
given the challenging macro environment. 

That’s reflected in revenue expectations for the year 
ahead, with over half (57%) expecting revenues to 
increase and just 15% forecasting a decrease.

Respondents were split on the outlook for the return on 
equity, with around a quarter expecting it to increase 
(28%) or decrease (26%) and the balance (46%) 
anticipating no material change.

There will be some variation across the sector; while 
asset managers have likely seen a drop in income due to 
the steep declines in equity and bond markets earlier in 
the year, for example, we can expect the banking sector 
will have benefitted from higher net interest margins.

Rising cost of staying competitive
Looking at the costs of doing business, 88% confirmed 
these had increased over the last six months and three 
quarters (75%) expect further increases in the year 
ahead, with 63% predicting the cost of capital to grow.

Half (52%) have absorbed cost increases to stay 
competitive, which will prove a bigger challenge going 
forward as energy and wage price inflation take hold. 
While some firms have larger property portfolios than 
others, as a proportion of overall costs, all are heavily 
impacted by the cost of labour.

We’re already seeing signs of this; average total pay  
grew by 5.1% during April to June, while pay in the 
finance sector was up 6.3% in the same period, 
according to the Office for National Statistics (ONS).6

Staying with inflation, the latest Lloyds Bank Spending 
Power report found UK households spent 34% more  
on energy this May compared to last May, and 7.2% 
more on essentials, forcing them to scale back on  
non-essentials.

And BoE data found that UK consumers facing the  
cost-of-living crunch borrowed a net £1.8bn in June, up 
from £900m in May, most of which was on credit cards.

But the latest BoE Credit Conditions Survey states that, 
while unsecured credit to households increased slightly 
in Q2 of 2022, it was expected to decrease in Q3.

The year ahead for financial services

6  Office for National Statistics

The year ahead for 
financial services

https://www.ons.gov.uk/employmentandlabourmarket/peopleinwork/employmentandemployeetypes/bulletins/averageweeklyearningsingreatbritain/august2022
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The year ahead for financial services (continued)

Against this backdrop, more than half (53%) of the firms surveyed told us they had 
taken steps to address the impact of inflation on customers, from offering more flexible 
terms to providing guidance and working with charities.

Spotlight on skills

It’s reassuring that just 12% expect to cut jobs in the year ahead, with 
43% planning to recruit.

But the ONS reports there were 55,000 vacancies in the finance and 
insurance sector in April to June 2022; up a remarkable 71%  
year-on-year.7

Anecdotally, this in part reflects how the financial services sector is 
increasingly in direct competition for skills with other sectors, particularly 
when it comes to technology talent.

As a result, it is casting the recruitment net more widely, supported by 
the switch to hybrid working, which helps to deepen the available pool  
of talent. 

Access to talent and skills was still the most commonly cited risk  
to businesses, identified by 59%, while 51% also flagged wage  
cost inflation.

So, firms are investing in their people; when asked about strategic 
priorities, 79% say attracting and retaining talent, 54% identified staff 
learning and development, while 54% are prioritising initiatives that 
promote diversity and inclusion.

That’s certainly a welcome move in an industry where, while great strides 
have been made, there remains more to be done to create more diverse 
and inclusive organisations that better reflect the society firms serve.

What are your top five strategic priorities over the next 12 months?

0 10 20 30 40 50 60 70 80 90 100

Climate change/
sustainability

Investment in 
technology, 

automation, digital
Preparing for 

increased/continued 
market volatility

Expanding in  
existing markets

Attracting/ 
retaining talent 79%

68%

63%

60%

58%

96% will maintain or grow investment  
over the next 12 months

7  Office for National Statistics 

The year ahead for 
financial services

https://www.ons.gov.uk/employmentandlabourmarket/peoplenotinwork/unemployment/datasets/vacanciesbyindustryvacs02
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Since the UK’s exit from the single European market, 
London has retained its position as one of the world’s 
largest financial centres.

There remains no functioning framework for UK-EU regulatory 
cooperation and, rather than targeting an equivalence deal, the 
focus appears to have shifted towards delivering opportunity 
through regulatory divergence instead. 

However, reform – which is always harder to deliver during periods 
of instability – has so far been slow going.

And, while divergence holds the potential to enhance the UK’s 
competitiveness, businesses trading in the UK and the EU would 
have to comply with two separate regimes, with the associated 
added complexity and new costs.

But two thirds (65%) of respondents believe the current level 
of regulation is fit for purpose, because it provides sufficient 
protection to customers (58%), is already one of the strictest  
in the world (57%) and ensures the UK’s global  
competitiveness (29%).

That reflects the sector’s strong position after the reforms 
introduced since the last financial crisis in 2008, which boosted 
capital requirements and left firms significantly more resilient  
to stress.

And regulators have maintained their focus on ensuring  
firms protect consumers, meet margin calls and are able to  
make payments. 

Regulation and global competitiveness

Regulation and global 
competitiveness
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Going global
Only 4% of respondents say the current level of regulation 
makes it easy for them to do business overseas.

Indeed, of those that believe the current level of 
regulation in the UK is not fit for purpose, almost three 
quarters (73%) say we need less regulation to make 
the UK more competitive globally, while a third (32%) 
believe less regulation would make it easier to do 
business overseas.

That’s a key focus of the Financial Services and  
Markets Bill, introduced in July, which was designed  
to simplify EU rules governing the sector and enhance 
its competitiveness.

Respondents urged the government to prioritise 
elements of the bill that would update regulators’ 
objectives to ensure a greater focus on growth and 
international competitiveness (59%), reform the rules 
regulating capital markets to promote investment (48%) 
and replace retained EU law with a regulatory approach 
designed for the UK (29%).

But it appears that firms don’t expect significant 
improvement in the coming year.

Almost two thirds (61%) say the competitiveness of the 
UK financial services sector compared to its global peers 
will be broadly unchanged.

Regulation and global competitiveness (continued)

Do you believe the current level of 
regulation in the UK financial services 
sector is fit for purpose?

Yes  
65%

No  
35%

Regulation and global 
competitiveness



11

The sector holds strong technology investment 
plans as it seeks to enhance its service offer and 
boost resilience.

When asked about plans to mitigate the impact of rising 
costs, for example, the most popular answer was to 
invest in new technology to increase efficiency (72%).

That includes systems powered by Distributed Ledger 
Technology (DLT), which offer great potential to 
generate efficiencies through continuous reconciliation 
of a single ledger. 

And investment plans remain robust. When asked about 
technology systems and core platforms, 71% plan to 
grow investment in the coming year, down only slightly 
from 80% last year.

Investment priorities within technology have remained 
fairly consistent year on year.

While in 2021 firms cited the cloud (83%), Application 
Programming Interfaces (API) (77%) and data science 
(69%), this year’s priorities are the cloud (79%), 
payments (69%), API’s (66%) and data science,  
which includes machine learning and Artificial 
Intelligence (61%).

Technology

Technology
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They are investing to create better client experiences 
(79%), improve productivity (61%) and increasing 
operational resilience (51%).

But it’s also worth noting that there are still a great 
deal of legacy systems in the sector, which will also 
require investment as firms seek to stay relevant with 
consumers and futureproof their operations.

The future of fintech
Two in five (40%) will increase investment in their fintech 
capability through acquisition and partnering, while 57% 
will maintain current levels.

This activity is designed to achieve better client 
experiences (34%), develop new products and services, 
and drive business growth (both 28%).

The tech investments that can improve the client 
experience, reducing friction and saving time for 
customers, include innovations like AI-enabled chatbots, 
automated onboarding, hyper-personalisation and 
proactive engagement powered by advanced analytics.

No doubt fintech acquisition is an effective way of 
quickly and efficiently accessing new technology 
opportunities.

However, we see signs of elevated valuations and can 
foresee the possibility of greater collaboration between 
financial services industry incumbents as another route 
to innovation.

Technology (continued)

APIs are a very popular way to improve 
client experiences in a range of areas 
– notably in payments – which make 
the customer journey more seamless, 
allowing the client to self-service and 
customise the interface to their needs. 
They can see all the information they 
want in real time, which is helpful for 
everyone and can reduce the cost  
to serve.

Steve Everett,  
Managing Director,  
Head of Payables & Receivables,  
Lloyds Bank

What are your 
technology 
investment 
priorities?

Cloud

79%
Payments

69%
APIs

66%

Technology
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Spotlight on cryptocurrencies
The government has announced its intention to make 
Britain a global hub for cryptoasset technology and 
investment, including plans to regulate stablecoins, 
paving their way for use as a valid form of payment.

But firms seem ambivalent about the prospect; 53% say 
they neither agree nor disagree with the initiative.

That might reflect the potential for cryptocurrency to 
be used in fraud and financial crime and the associated 
reputational risk that comes with it. 

The plan was announced in April, despite the value of 
the global cryptocurrency market being in freefall at that 
time, dropping from a peak of $2.9 trillion in November 
2021 to less than $1 trillion in June this year.8

Three in five (60%) expect the value of the global 
cryptocurrency market to continue its decline over  
the next 12 months, with just 17% forecasting a return  
to growth.

Despite the clear volatility associated with 
cryptocurrency, its lure to investors remains strong  
with some fund managers, including some high  
profile examples in the US, seeking to offer access 
through their platforms.

However, our survey found that appetite to follow  
suit in the UK was muted with 83% agreeing that  
crypto-related assets should not be offered to  
investors, for example, as part of their pension 
proposition, because they are too risky.

That warning chimes with the view of the US Treasury, 
which stepped in after a major fund manager there 
announced that it would introduce crypto investments 
as part of its retirement plan offer.9

In our view, there isn’t enough regulated research to 
enable proper due diligence on crypto investment at  
this time.

Technology (continued)

A lot of crypto tokens will disappear, 
despite some having created a ‘brand’ 
value. It’s the technology and not the 
tokens themselves that’s the real value 
add in the crypto space. The trustless 
settlement mechanism using DLT that’s 
been built to facilitate crypto is powerful. 
But the question of quantum computing 
and whether this has the capacity to 
undermine Blockchain or DLT probably 
shouldn’t be ignored.

Peter Left,  
Head of Prudential  
Liquidity Management,  
Lloyds Banking Group

8  Reuters
9  Bloomberg

Technology

https://www.reuters.com/business/finance/cryptocurrency-market-value-slumps-under-1-trillion-2022-06-13/
https://www.bnnbloomberg.ca/yellen-says-crypto-is-very-risky-option-for-retirement-savers-1.1776896
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The impact of climate change now feels  
very real.

In the last year, Britain, the US and India have 
experienced record temperatures, with extreme 
weather reported around the world, from floods in  
Africa to wildfires in Canada.

Accordingly, 32% of firms say the impact of climate 
change is among the most significant risks to their 
business over the next 12 months.

We can take pride in the way our sector has proactively 
demonstrated its commitment to sustainability, through 
initiatives including the Glasgow Financial Alliance for 
Net Zero (GFANZ) and the Net Zero Banking Alliance, 
which are generating real momentum.

Our own strategy includes a commitment to provide  
£15 billion in sustainable finance by 2024.

However, while advancing net zero presents material 
opportunity for growth, it also calls for a well-managed 
transition to avoid unwarranted economic consequences. 
For example, restricting the supply of certain products 
before more sustainable alternatives are available. 

It’s a quandary that the Bank of England’s Executive 
Director on Financial Stability, Strategy and Risk Sarah 
Breeden calls “balancing the Net Zero Tightrope”.

Firms’ approaches to climate change through credible 
transition plans and holistic sustainability strategies 
will be key to enabling the right action. Consequently, 
regulators have shifted their approach, partly in 
response to accusations of ‘greenwashing’, with gentle 
encouragement advancing into more robust direction.

For example, there have been a number of recent 
high-profile instances of regulators clamping down on 
misstatements and omissions about ESG considerations, 
resulting in significant fines.10

And the FCA is actively monitoring markets for 
occurrences of greenwashing too.

So, it’s reassuring to see the sustainability issue high  
on firms’ agendas, especially considering the uncertain 
and challenging environment that we’re operating in at 
the moment.

Climate change and sustainability placed third among 
firms’ top five strategic priorities for the year ahead, 
cited by 63% of respondents.

Over half (59%) have committed to net zero and set a 
target date, with 77% of them saying they are on track to 
hit their deadline.

The second largest cohort (25%) say they have not yet 
committed to net zero, but are considering it, and six per 
cent have already achieved net zero emissions.

Sustainability

10 US Securities and Exchange Commission

Sustainability

https://www.sec.gov/news/press-release/2022-86
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Sustainability (continued)

The challenge for firms isn’t just 
about making accurate sustainability 
disclosures, it’s also about formulating 
together an actionable, credible 
transition plan integrated with a robust 
sustainability strategy.

Tara Schmidt,  
Head of Climate &  
Sustainability Strategy,  
Lloyds Bank

We’d expect more firms to announce net zero 
commitments as more policy emerges, including from 
the International Sustainability Standards Board. 

But while we can take heart from the progress made so 
far, there are headwinds ahead.

When we asked what challenges businesses face along 
the road to net zero, they highlighted issues sourcing the 
right information to report and monitor performance 
(54%) and difficulties reducing emissions outside of their 
own operations (47%).

This should come as no surprise and it will  
become a bigger issue as more relevant regulation 
emerges, including mandatory climate and  
sustainability reporting. 

Reporting based on the Taskforce on Climate-Related 
Financial Disclosures (TCFD) recommendations are 
already mandated in the UK, with the government 
planning to implement Sustainability Disclosure 
Requirements (SDR) by 2023.

And some firms may be heading for a wake-up call when 
they realise just how comprehensive these sustainability 
disclosure commitments are, which require specialist 
skills and support.

What are the challenges your business has 
faced/is facing to achieve net zero emissions?

Cost

8%
Skills/recruitment

19%
Sourcing data

54%

Low return on 
investment

10%
Scope 3 emissions

47%
(Lack of)  

strategic appetite

20%

Sustainability
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Thank you for taking the time to consider the insights in this report.
We hope you find it useful.
At the time of writing, attention will 
be focused on the rapidly evolving 
economic environment. We conducted 
our survey in July and, in all likelihood, the 
sector’s views on the UK economy have 
probably deteriorated further since. 

However, it’s reassuring to see that firms 
are still thinking strategically, investing 
and embracing opportunity.

They recognise the necessity of new 
technology, not just to steal a march on 
the competition but to stay relevant.

And they are making sustainability a core 
tenet of our industry. 

I particularly value the opportunity to 
focus attention on the subject of skills.

Our sector’s success is in no small part 
reliant on the capabilities of our people.

Every day I’m inspired by the dedicated, 
talented and innovative colleagues I work 
alongside and clients I interact with.

As the delivery of our services becomes 
ever more reliant on technology, we find 
ourselves in direct competition for skills 
with employers from other sectors.

At a time of high employment, that  
makes sourcing top talent more 
challenging than ever.

But financial services continues to  
be an attractive sector to work in, 
providing challenging work and 
rewarding careers.

And no doubt there is also an 
opportunity to recruit from a wider range 
of backgrounds, which will help improve 
diversity in our sector and generate a 
range of wider business benefits.

As I consider this year’s report findings in 
full, I’m struck by our sector’s resilience 
and resourcefulness in the face of 
unforeseeable instability and disruption.

I’d also like to recognise the action 
being taken by the industry to support 
customers in this challenging economic 
climate; as we have striven to do at  
Lloyds Bank through a range of 
measures, especially for our most 
vulnerable customers.

Whether it’s the ongoing strategic 
investment in people and technology, 
or taking action to support the 
communities in which we operate, it 
gives me great confidence that we will 
continue to play a leading role in the UK 
economy, whatever slings and arrows the 
year ahead may bring.

Closing statement 

Adrian Walkling 
Managing Director,  
Head of Financial Services, 
Lloyds Bank

Closing statement
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Methodology

To gather representative data, decision makers at a cross section of 109 UK financial 
institutions were surveyed between 22 June and 22 July 2022.

For more information speak to your relationship manager or use our contact pages for 
specialist support.
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Please contact us if you would like this information in an 
alternative format such as Braille, large print or audio.

Important legal information

The material contained in this document has been prepared on the basis of publicly available information 
believed to be reliable and whilst Lloyds Bank has exercised reasonable care in its preparation, no 
representation or warranty, as to the accuracy, reliability or completeness of the information, express or 
implied, is given. This document is current at the date of publication and the content is subject to change 
without notice. We do not accept any obligation to any recipient to update or correct this information.

Lloyds Bank, its directors, officers and employees are not responsible and accept no liability for the impact of 
reliance on, or any decisions made based upon, the information, views, forecasts or opinion expressed.

This document has been prepared by Lloyds Bank. Lloyds Bank is a trading name of Lloyds Bank plc,  
Bank of Scotland plc and Lloyds Bank Corporate Markets plc. Lloyds Bank plc. Registered Office: 25 Gresham 
Street, London EC2V 7HN. Registered in England and Wales no.2065. Bank of Scotland plc. Registered Office: 
The Mound, Edinburgh EH1 1YZ. Registered in Scotland no. SC327000. Lloyds Bank Corporate Markets plc. 
Registered office 25 Gresham Street, London EC2V 7HN. Registered in England and Wales no. 10399850. 
Authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the 
Prudential Regulation Authority under registration number 119278, 169628 and 763256 respectively.

Lloyds Banking Group is a financial services group that incorporates a number of brands including  
Lloyds Bank. More information on Lloyds Banking Group can be found at lloydsbankinggroup.com

https://www.lloydsbank.com/business/corporate-banking/contact-us.html?utm_source=Turtl-report&utm_medium=Website&utm_campaign=FISS21
http://lloydsbankinggroup.com
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