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Executive Summary

Fintechs are freeing financial transactions from legacy
technology and redesigning them for the modern,
digital age.

The challenge is not just a technological one. They
need to convince customers to switch from the well-
known names they are familiar with, by soliciting, and
then displaying, positive ratings and reviews.

When London Research and Trustpilot surveyed
start-ups and scale-ups, the conclusion was very
clear. Customer experience is seen as the most
important differentiator for emerging brands,
ahead of product innovation.

This is because good ratings create a virtuous circle
through which delighted customers encourage

new users to sign up. This makes the fintech more
investable, which then funds feature improvements
which encourage more customers to sign up and rate
the service highly.

The survey of 143 start-ups and scale-ups found
that:

e More than a third (35%) find ratings and reviews
‘critical’ for converting prospects into new
customers, and a further 57% said they are
‘important’ or ‘quite important’.

e Nearly a third (31%) believe that positive reviews
and social proof are critical for generating interest
from investors, and a further 52% said they were
important.

e Around a fifth (21%) of those surveyed have been
asked by investors to provide customer centricity
proof points such as ratings and reviews, and
a further 43% have proactively provided this
information.

e More than half (52%) advertise their customer
ratings on their websites, while 46% take to
social media and nearly a third (31%) use email to
display ratings.

e Around two-thirds (65%) of those surveyed
strongly agree that they have built their business
around an understanding of what customers really
need.

The key for start-ups and scale-ups is to engage
with and manage the review process, to make sure
the resulting rating accurately reflects customers’
opinion of the business. This doesn’t mean removing
bad reviews from view, since occasional criticisms
reassure users that the good reviews are genuine.

As noted above, they also provide crucial feedback
for improvement. Companies should be actively
soliciting reviews from their customers, and use them
to their advantage by funnelling that information back
into the business to improve processes, products and
services. The opportunity for a five-star rating is too
important to be left to chance.
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Introduction

According to KPMG, fintech investment across the
world doubled to $111.8 billion in 2018, with the US,
China and the UK leading the way. In the UK alone,
total investment in fintechs in 2018 was almost four
times higher than 2017 levels ($20.7 billion versus
$5.6 billion).

These record-setting levels of investment show there
is a clear appetite to try new services and fund them,
but it means standing out in a crowded marketplace
is a major challenge.

The ultimate aim of fintech start-ups and scale-ups is

to repeat the success of a company like TransferWise.

It has signed up more than five million users since
launching in 2011 and, through its latest round of
funding, saw its market valuation double to $3.5bn in
May 2019.

X

higher investment in UK
fintechs than previous
year

Source: KPMG

A key element of TransferWise’s strategy was to
use the ratings from its customers to demonstrate
to potential investors it was meeting an unfulfilled
need. This report is based on research conducted
for Trustpilot by London Research, which shows
that this type of social proof is increasingly used
by fast-growing businesses, including those in

the fintech sector, to show investors that they are
highly investable, as well as to gain traction among
customers.

The research also shows that companies are using
ratings and reviews to improve their customer
experience, and innovate on their products and
services.

X

higher global Fintech

investment in 2018



https://www.google.com/url?q=https://home.kpmg/uk/en/home/media/press-releases/2019/02/uk-remain-leader-in-fintech-investment-but-loses-global-crown.html&sa=D&ust=1562244966722000&usg=AFQjCNE6xyQ16C2Nmn7ARlv4qoof0utcrQ
https://www.google.com/url?q=https://www.ft.com/content/812966e4-7bb2-11e9-81d2-f785092ab560&sa=D&ust=1562244966741000&usg=AFQjCNFQlQRaYuvaatkdTrF8pSO1Rel6IA
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Section 1: Building

customer trust through

social proof

Every disruptive start-up or scale-up needs to
leverage consumer dissatisfaction with the way things
are traditionally done in their sector, and channel it
into engagement with their own challenger service.

These relatively small but ambitious companies are
at an obvious disadvantage compared to globally
known brands with huge advertising budgets. They
are also competing against all the other start-ups
in their sector, some of which will be spending their
VC investments launching expensive marketing
campaigns.

Persuading a prospect that a new market entrant is
trustworthy is a challenge, particularly in the financial
services sector where customers’ savings and future
financial health can be at stake. Although fintechs
can point out that they operate in a highly regulated
industry, many say that their most effective message
is the reassurance offered by existing customers
giving their service a high rating or a good review.

Such is the importance of the customer experience
that it outweighs innovation in the eyes of start-ups
and scale-ups.

According to the London Research survey, almost
half (46%) felt the most important differentiator

for their business was the quality of the customer
experience it offered (Figure 1), compared to 38% for
‘product / innovation’, traditionally seen as a start-
up’s raison d’étre. Customer experience is also seen
as significantly more important than brand awareness
(7%), online reputation (5%) and price (4%).

Start-ups and scale-ups need to capitalise on the
quality of their customer experience for marketing
purposes. The research also showed that more
than a third (35%) of the companies surveyed view
positive ratings as ‘critical’ for turning prospects
into customers, and a further 47% regard them as
‘important’ (Figure 2).



What would you describe as the most important differentiator
for your business?

Customer experience / customer service 460/0

Product /
Innovation 380/0 Brand awareness 7 0/o

Online reputation 50/0 Price 40/0



How important would you say that positive ratings and reviews
are for converting prospects into customers? (Figure 2)

Quite important 1 00/0

Not important 8‘%
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Section 1: Building customer trust through social proof

Ratings are crucial for establishing trust

Smart Currency Exchange helps people transfer
money between different countries and currencies.
The company’s Digital Marketing Manager, Ricky
Bean, is all too aware how nervous customers can be
when they are asked to hand over their life savings to
a third party to help them buy their dream property in
the sun.

The company, like any other currency exchange in
the UK, is highly regulated by the Financial Conduct
Authority. This provides reassurance for potential
users. However, Bean believes ratings are still
incredibly important for its prospective customers.

“Our real differentiator is customer service and that’s
what the Trustpilot ratings show,” he says.

“When we onboard somebody, we ask them to
consider rating us and when we’ve made a transfer,
we send them another email, from the person who
helped them, asking for a rating and a review.

“Then when we talk to, or email, our next prospect,
we always mention our five-star Trustpilot rating. For
people to know we’re highly rated is crucial when it
comes to such an emotional purchase using their life
savings. It's why we have our score front and centre
on our home page.”

“Our real differentiator is
customer service and that’s what
the Trustpilot ratings show.”

Ricky Bean
Smart Currency Exchange
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Section 1: Building customer trust through social proof

Using ratings to improve customer service

Abba Newbery, CMO at mortgage broker Habito,
agrees ratings and reviews are crucial. The

company, which has already raised more than £27m
in investment, uses ratings to reward staff for
providing great customer care which, in turn,
encourages better reviews to help persuade more
new customers to sign up.

Habito aims to make getting a mortgage a lot simpler
and quicker by matching customers with the best
package and providing them with a customer care
assistant to hold their hand throughout the process.
Customers can rate both the service and the
assistant who helped them.

“User reviews are absolutely vital in getting new
people to try your service,” Newbery says. “Broking
has always been a part of financial services that relies
heavily on word of mouth, and so we encourage our
customers to rate us to show we make one part of
buying a house a lot easier. Our customers build a
close relationship with their advisers, who ask them to
rate the service they receive.

“We value this Trustpilot score so highly we not
only put in on our home page, but we also use it for
members of staff in our employee reviews process.”




*Trustpilot Section 1: Building customer trust through social proof

How fintechs encourage reviews

The London Research/Trustpilot survey shows that
55% of start-ups and scale-ups actively encourage
consumers to leave reviews. The most common
method is by email (75%), followed by verbal requests
for a rating (64%). One in three companies surveyed
are also taking to social media to secure ratings from
their — hopefully — happy customers (see appendix,
Figure 6).

Once a fintech has secured some positive ratings, the
next step is to ensure prospects know about them.
The most common channel for displaying positive
ratings is the brand’s website, used by just over half

(52%) of scale-ups and start-ups (see appendix,
Figure 7). Social media channels are harnessed for
this purpose by nearly half of those surveyed (46%),
with email being used by one in three (31%).

Customer experience is seen as
the most important differentiator
for emerging brands, ahead of
product innovation.
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Section 2: The importance
of customer ratings to
investors

Ask any investor what they look for in a business Nearly a third (31%) of the start-ups and scale-ups
asking for funding and there will be some common surveyed deemed positive reviews and social proof to
answers. A start-up or scale-up needs to have a great  be ‘critical’ for generating interest from investors, and
team behind it. Financiers ultimately invest in people a further 52% said they were important (Figure 3).

they trust to turn a business plan into a thriving
company that will offer good returns and, one day, a
valuable exit route.

It must also answer a customer need. The London
Research survey shows investors are now also
looking for social proof to establish if a company
offers a good service which people rate highly.



How important are positive reviews and social proof for
generating interest from investors in your business? (Figure 3)

Not important 1 7 %

Quite important 1 50/0
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Section 2: The importance of customer ratings to investors 12

Ratings tell investors the real story

Every VC wants to find the next big thing. At tech-
focused VC Draper Esprit, Investment Director Vinoth
Jayakumar explains that his firm, which takes a
longer-term view than many, looks for people who
can break the mould. To judge how well a service is
going down with consumers, he looks beyond the
metrics over which the company may have control to
focus on what the public thinks.

For this, Jayakumar goes beyond the ‘organised
sanity’ of Net Promoter Score (NPS) and marketing
questionnaires, and delves into the live environment
of ratings.

“Companies will show us their NPS figure,

but | also always look them up on Trustpilot
because it captures the essence of what it’s like
for consumers using the service,” he says. “It's
important that you know these are genuine people,
who aren’t being paid in any way. They let you see
the direction of travel is correct.

“We know that a five-star rating is better than
four-star but exactly how many new customers
that attracts, we don’t know for sure. We invest in
companies for the long term. We know their score
may change, hopefully for the better, and so we
look for a rating to show that someone has built a
proposition that people want.”

Our research shows that not all investment
companies are as tuned in to the importance of
positive consumer sentiment as Draper Esprit. Around
a fifth (21%) of start-ups and scale-ups surveyed

have been asked by investors to provide customer
centricity proof points such as ratings and reviews,
but a further 43% have proactively quoted social
proof such as ratings when dealing with investors.

Peer to peer lending company Funding Circle
certainly understands the link between how investable
a company is and its Trustpilot score. It has
successfully helped more than 49,000 businesses
access finance. It’s the job of Bernard De Barbeyrac,
Head of Decision Science, to assess how suitable a
company is for investment and band them based on
potential risk.

“In the first instance we take a quantitative approach
to build up the risk profile of a business wishing to
go onto our investment platform,” he says. “After
this, the underwriting team take more of a holistic
approach to assess creditworthiness. They also look
at external facing proof points such as Trustpilot and
customer reviews to see if there are any potential
reputational problems for future investors.”



Have you ever been asked by investors to provide customer
centricity proof points, e.g. ratings and reviews?

No, but we have provided
this information 430/0

No, and we haven'’t
provided this information 360/0

Yes 2 1 %
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Section 2: The importance of customer ratings to investors 14

When your users are your investors

Just as fintechs are changing the way the public
interacts with financial services, technology has also
disrupted traditional investment models by allowing
the public to crowdfund businesses they believe in.

That means some of the brightest ideas in financial
services have many individual investors looking for
a public-facing scorecard to gauge how well the
business is doing in serving existing customers and,
hence, attracting new ones.

Richard Cook, Online Community Manager at Monzo
Bank, explains that a fintech needs to look at its
ratings not just for itself, but also to ensure its
customers and investors are happy, because they
are often the same people.

“We’ve now got 36,000 investors and our Trustpilot
ratings and reviews are something that crops up on
our forums all the time,” he says.

“People who have backed us want to talk about

our latest scores and what we are doing to move
them in the right direction because they understand
new customers want a good reason to sign up to a
challenger bank. They don’t come better than positive
ratings and reviews.”

“People who have backed us want
to talk about our latest TrustScore
and what we are doing to move

It in the right direction.”

Richard Cook
Monzo
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Section 2: The importance of customer ratings to investors

15

Ratings reach an investment and

marketing sweet spot

Crowdfunding also provides another huge benefit
for fintech start-ups. As a growing company reaches
out to the public for backing, they are also raising
awareness of their new service.

Hence, according to Roberto Napolitano, Marketing
Director at Seedrs equity crowd funding platform,
there is a virtuous circle developing. Platforms such
as his are used by start-ups to raise awareness of
their new service, attract new sign-ups, solicit positive
ratings so they not only secure additional users, but
also encourage members of the public to invest.

“We certainly see a lot of start-ups use the platform
to help build awareness about themselves and get
people to try them out so they can rate it,” he says.

“These ratings show potential investors that a
company is interested in engaging with customers
and improving on what they have to say; that they’re
not solely about raising revenue. Ratings are a very
powerful tool for investors to take the pulse of a
potential investment to see if anything needs to
be improved.

“It’s also useful for allowing start-ups and scale-ups
to see how other companies are doing, what scores
they’re getting, where they’re doing well, and where
they’re getting tips on how they could improve.”
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Section 3: Harnessing
consumer feedback
for improved CX and

innovation

Start-ups and scale-ups are finding that developing
a great solution to a nagging problem in financial
services is a great start, but it is only a start. Moving
beyond a great idea to build scale by listening

to customers, and being seen to do this, are top
priorities.

As can be seen in Figure 5, two-thirds (66%) of
companies strongly agree that a reputation for
openness and transparency is crucial for their

brand and, encouragingly, a similar percentage (65%)
strongly agree that they have built their business
around an understanding of what customers really
need.

To achieve this, they need to take control of their
ratings, listen to feedback, act on it, improve their
offering and then, crucially, encourage users to rate
them so their scores evolve and more new customers
sign up.



Do you agree or disagree with the following statements?

66% 24, 8%

A reputation for openness and transparency is crucial for our brand

65% 26

We have built our business around an understanding of what customers really need

65% 31%

We are commited to building products and services that are as customer-friendly as
possible

Strongly agree Somewhat disagree

Somewhat agree Neither agree nor diagree . Strongly disagree



Do you agree or disagree with the following statements?
(Figure 5)

41 39%

We systematically research the market to understand customer
needs and pain points

1200 32% 33%

We find it easy to get our customers to provide ratings and reviews

10% 31 402,

We find it easy to manage ratings and reviews

Strongly agree . Somewhat disagree

Somewhat agree Neither agree nor diagree . Strongly disagree
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The need to take control

Fintechs are going to be rated whether they have
engaged with the process or not. It's only by being
proactive with review collection that you can get an
accurate picture of your customers’ views.

When Monzo’s Cook decided to explore the use of
Trustpilot ratings, for example, he found that they were
lower than he expected. The bank looked like it was
providing an inferior service, which other evidence
suggested was not the case.

“Trustpilot always came up first on a Google search
for our reviews and we were shocked to see we were
only a three out of five,” Cook recalls.

Section 3: Harnessing consumer feedback for improved CX and innovation
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“We knew our customers generally thought we were
doing a good job and that we were much better
than a three-star rating. When we drilled down, we
were getting some bad reviews from people whose
accounts we had to freeze. We're a licensed bank
and so we have to apply the law and that sometimes
means freezing accounts.

“That’s when we decided to really get to work on our
ratings and we now regularly ask our members to
review us, so the good reviews far outnumber the bad
ones. We’'re very nearly at a five-star rating and, when
we are, we intend to use the stars in our advertising.”
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Listen and improve

The business side of banking shares many of the
frustrations that consumers experience with traditional
banking brands. Laborious form-filling and lengthy
decision-making processes, combined with non-
transparent fee structures, prompted Capital on Tap to
launch a service that is upfront about fees and can let
a company know if they qualify for a loan within two
minutes.

The business lender’s Head of Growth, Alex Miles,
reveals that it is only by listening to customers that the
company can take the initial discontent with the banks
and turn it into repeat business from customers who
are happy to spread the word about what they have
found to be a better alternative.

Section 3: Harnessing consumer feedback for improved CX and innovation 20

“We use our ratings to show prospects how
popular we are with users but, crucially, we use
the feedback from them to keep on improving our
service,” he says.

“We’ve made many improvements but the biggest

we were getting asked about, in our Trustpilot rating
reviews, was integration with accountancy packages,
such as Xero. So that’s something we’ve done, and
we’ve encouraged our users to try out the better
service and rate us, so we create a virtuous circle of
better features leading to higher Trustpilot scores,
which encourages more people to try out the service.”
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Section 3: Harnessing consumer feedback for improved CX and innovation 21

A barometer for business success

It may seem obvious that user ratings are a useful
barometer for how a company is serving its clients,
and that more people will sign up for a new service if
existing customers have expressed their delight.

An interesting question, though, is what happens
when the opposite occurs, and ratings dip? The
mortgage broker, Habito, found that it could use its
Trustpilot score as a guide not just to how well it was
performing, but how well other parts of the business
were impacting that performance.

“We had a major marketing drive to get more people
on the platform, which worked really well,” Habito’s
Newbery says.

“The problem was it probably worked too well,
and we found that we had more customers than
we could serve to our usual very high standard.
We noticed our Trustpilot scores started to
drop off a little, and so we knew we had to take
immediate action and scaled down the marketing
activity.

“Our Trustpilot rating is too valuable to us in the longer
term to allow it to go down and risk discouraging
people to sign up and try us out.”

“Our Trustpilot rating is too
valuable to us in the longer term
to allow it to go down and risk
discouraging people to sign up

and try us out.”

Abba Newbery
Habito
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Conclusion:

22

Ratings help
create unicorns

It is no secret that every fintech start-up and scale-
up is trying to follow in the footsteps of the likes of
TransferWise and Revolut to become the next billion-
pound ‘unicorn’.

This research shows that to do so, they are
concentrating more on the customer experience they
provide than on innovation (46% vs. 38%). Despite
the sector being crowded with emerging tech-driven
companies that have a new approach to how legacy
financial services are handled, providing customers
with the best experience possible is the top priority.

It is clear that this is because they realise that
focusing on the customer builds a virtuous circle,
based on ratings and reviews. These are considered
as ‘important’ or ‘critical’ by a majority (82%) of
start-ups and scale-ups. This is because praise
from delighted users is fundamental in convincing
prospects to sign up.

It helps grow the user base and provides compelling
evidence that the company is answering a consumer
need with a popular service that, in turn, helps it
stand out as highly investable.

It comes as little surprise, then, that nearly two in
three of the fintech companies surveyed revealed
they had been asked to provide ratings scores

or they proactively decided to include them in
presentations when seeking funding.

The research shows that a great customer experience
rates above innovation, brand awareness and price
when it comes to winning new customers. This
means that ratings are a crucial tool in achieving
fintech companies’ top-line strategy of both attracting
new users and accessing the necessary investment to
deliver on their vision of becoming the next unicorn.



Appendix

How have you encouraged your customers to rate and review
your products and services? (Figure 6)

Emails Verbally (customer- Social media
facing staff)

34
64% Other

750/0 Printed material /

direct mail

Incentives to leave
review

7 % 112 182



How do you advertise positive ratings and reviews for your
products?

Website Social media Emails

31%
46% Other
52

Direct mail

Offline advertising
(TV, Radio, Print)

2% 6% 102



* Trustpilot 25

Methodology

As well as conducting the interviews for this research, London Research also carried out
a survey of 56 start-up and 87 scale-up businesses across all major business sectors,
including fintech companies. The survey was promoted via email and social media
channels by both London Research and its sister company Digital Doughnut in May
2019. The vast majority of responding companies were in the USA (43%) and the UK
(835%). The breakdown by region was as follows: North America (45%), Europe (43%),
Asia Pacific (5%), Other (7%).
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Are you ready to grow your business using
online reviews? Get in touch today.

0203 889 8444

admuk@trustpilot.com
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