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Across the globe, consumers are 
feeling the rising pressures from 

high inflation, hiked interest rates, 
and a skyrocketing cost of living.

On the one hand, high interest 
rates can benefit retail banks by 

bringing in greater revenues 
during times of high inflation. 

However, this ultimately works 
against the best interests of 

consumers, leading to a drop in 
consumer spending, customer 

loyalty, and — ultimately — retail 
banking profitability.

For retail banks to address the 
rising concerns over inflation, it is 
crucial to place special emphasis 

on the needs of the consumer 
rather than the business.



Investing in and implementing technologies that can boost 
productivity and enhance personalization for consumer services 
are key to building a more customer-centric strategy that can 
weather the storm of economic headwinds.

In this paper, we discuss the current state of inflation around the 
globe, and take an in-depth look at the cost of living crisis facing 
consumers. We also delve into the challenges faced by the retail 
banking industry during times of high inflation, as well as 
suggesting five ways retail banks can work to help consumers 
through the economic uncertainty of 2022.

Keep reading to learn how Exadel FS helps address the needs of 
both retail banks and consumers to build better solutions that 
benefit all parties.



The State of Inflation 
Around the Globe

The year 2020 brought about 
tremendous economic turmoil as the 
Covid-19 pandemic swept across all 
nations, causing major lockdowns and 
halting economic activities in almost 
all industries.

Throughout 2021, it looked as though 
economic headwinds were lessening. 
Global growth reached 6%, compared 
to 3.2% in 2019, as businesses hustled to 
get back to work and recover losses 
that occurred during the height of the 
pandemic lockdowns.

However, economies around the world have experienced a downturn in 2022, 
with inflation being the most prominent among the contributing factors.

On October 11, 2022, the International Monetary Fund (IMF) released 
its report, World Economic Outlook, October 2022: Countering the 
Cost-of-Living Crisis. The IMF outlines four key elements that are 

furthering a global economic slowdown and inflation:

1 2 3 4

 The ongoing 
cost-of-living 

crisis

Russia’s 
invasion of 

Ukraine

 Tightening 
financial 

conditions in 
almost all 

regions

Lingering 
health crises 

from the 
Covid-19

pandemic

https://www.imf.org/en/Publications/WEO#:~:text=Global%20growth%20is%20forecast%20to,of%20the%20COVID%2D19%20pandemic.
https://www.imf.org/en/Publications/WEO#:~:text=Global%20growth%20is%20forecast%20to,of%20the%20COVID%2D19%20pandemic.


According to this report, global growth is expected to fall back to 
3.2% in 2022 and even further down to 2.7% in 2023. Aside from the 
acute financial crisis that occurred in 2020 due to the pandemic, we 
are experiencing the weakest growth levels worldwide since 2001.

Global inflation is forecasted to reach its 
highest level in 2022 at 8.8%, compared to 
4.7% in 2021. By 2023, inflation is expected to 
decline to 6.5% before falling below 2021 
levels by 2024 at 4.1%.

“Structural reforms can further support the fight 
against inflation by improving productivity and 

easing supply constraints, while multilateral 
cooperation is necessary for fast-tracking the green 

energy transition and preventing fragmentation.”

This report also highlights the need for monetary policy to remain 
focused on restoring price stability, while fiscal policy needs to 
prioritize the alleviation of the high cost of living that is exerting a 
major pressure on consumers, especially those in lower income 
brackets.

The report further states:



A July 2022 report from the World Bank expects to see a deceleration of 
growth to 2.1% in 2022 and a slight raise to 2.2% in 2023 in advanced 
economies (the U.S., Euro region, and Japan). Furthermore, the Bank 
outlines the expected global growth in varying regions with emerging 
markets and developing economies between 2022 and 2023 as follows:

East Asia 
and Pacific

   Europe and 
Central Asia

   Latin America 
and the 

Caribbean

   Middle East 
and North 

Africa

 South Asia

Sub-Saharan 
Africa

From a banking perspective, this economic turmoil has had tremendous
impacts on both the professional and consumer ends of business. The 
World Bank reports that investors expect central banks to implement a 
raise in global monetary policy rates to roughly 4% by 2023.

Growth is expected to fall to 4.4% in 2022 before recovering 
moderately to 5.2% in 2023.

Growth is expected to fall first to 2.9% in 2022, followed by a 
projected 1.5% increase in 2023.

Growth is expected to fall in both 2022 and 2023, to 2.5% and 1.9% 
respectively.

Growth is expected to rise in 2022 to 5.3% before falling back to 3.6% 
in 2023.

Growth is expected to remain relatively higher compared to other 
regions (though still slowing from pre-pandemic numbers) to 6.8% 
in 2022 before a slight drop to 5.8% in 2023.

Growth in this region is expected to remain relatively moderate 
compared to pre-pandemic numbers at 3.7% in 2022 and 3.8% in 
2023.

https://www.worldbank.org/en/news/press-release/2022/06/07/stagflation-risk-rises-amid-sharp-slowdown-in-growth-energy-markets
https://www.worldbank.org/en/news/press-release/2022/09/15/risk-of-global-recession-in-2023-rises-amid-simultaneous-rate-hikes
https://www.worldbank.org/en/news/press-release/2022/09/15/risk-of-global-recession-in-2023-rises-amid-simultaneous-rate-hikes


Challenges Retail Banking 
Consumers Face as Inflation 
Continues to Rise
One of the biggest challenges facing consumers across the globe 
currently is the rising cost of living. For advanced and developing 
economies alike, a higher cost of living can impede consumers 
from spending, ultimately furthering an economic downturn as 
consumers become more financially wary.



The United States
In the U.S., for example, the cost of living is 
increasing at an alarming rate - faster 
than it has in several decades. All aspects 
of the U.S.’s cost of living are rising as well 
including food, real estate, healthcare, 
insurance, and transportation.

According to Bankrate, the U.S. Social 
Security cost-of-living adjustment (COLA) 
was 5.9% in January 2022, the highest this 
adjustment has been raised in 40 years. 
Furthermore, current predictions for Social 
Security COLA forecast it to reach 8.9% or 
higher by 2023.

As a result of the high cost of housing in 
the U.S., many residents are considering 
relocations to states where the cost of 
housing and real estate is lower. Yet, for 
those who hope to buy a home, high 
interest rates stand in the way of 
homeownership for many.

Let’s take a look at a few 
different regions where the cost 
of living is having a dramatic
negative effect on consumers:

https://www.bankrate.com/insurance/homeowners-insurance/cost-of-living-statistics/


Here are some additional U.S. cost of 
living statistics reported on by Bankrate:

The all-items index increased 
8.5% from March 2021 to March 
2022, the largest 12-month 
increase since 1981

The gasoline index raised 18% 
over the course of March 2022, 
accounting for half of the 
increase in the all-items index

The food index increased 8.8% 
from March 2021 to March 
2022, with meat, poultry, fish, 
and eggs seeing some of the 
biggest increases in price

As of September 2022, consumer 
prices rose 0.4%, an 8.2% increase 
compared to September 2021, 
according to CNBC. Worker wages 
took yet another blow in September 
2022, falling 0.1% over the month and 
representing a 3% decrease over 12 
months when adjusted for inflation.

https://www.cnbc.com/2022/10/13/consumer-price-index-september-2022-.html#:~:text=Consumer%20prices%20rose%200.4%25%20in,the%20highest%20since%20August%201982.


The United 
Kingdom & Europe

In the UK, inflation is reaching a 30-year high 
which is bringing about a cost of living crisis.

Some of the key indexes in the UK include 
energy costs, rising grocery prices, and tax 
increases, all of which have led to a drop in 
disposable income per household. According 
to a May 2022 report from Raconteur, living 
standards are expected to drop by 2.2% over 
2022, while 82% of people have reported an 
increase in their daily cost of living expenses.

Similarly to the U.S., these blows to the cost 
of living in the UK inhibit consumers from 
freely spending in the same ways we saw 
during 2021. This can have an impact on the 
economy, as retail banks must consider how 
to better support these consumers to get 
cash flowing back through the country’s 
financial ecosystem.

An October 2022 report published by the UK 
Parliament reveals that, as of September 
2022, the UK’s annual inflation rate was 
higher than several comparable economies. 
In the UK, inflation reached 10.1%, one of the 
highest rates seen internationally.

https://www.raconteur.net/finance/banks-rising-costs-of-living/
https://commonslibrary.parliament.uk/research-briefings/cbp-9428/#:~:text=In%20September%202022%2C%20the%20Eurostat,August%202022%20average%20(9.1%25).


Comparable economy inflation rates were as follows:

10.9% in Germany 9.5% in Italy 9.3% in Spain

9.1% in the Eurozone 

(one of the only inflation rates 
sitting higher than the UK)

(the 19 member states of the 
EU that have fully adopted the 

Economic and Monetary 
Union of the European Union 

and use the Euro as their 
primary currency)

8.8% in the U.S. 6.2% in France



Latin America &
the Caribbean

The International Monetary Fund (IMF) 
reports that high inflation is a bigger 
challenge in smaller economies — such 
as the developing economies found in 
the Latin America and the Caribbean 
(LAC) region — as these economies 
must rely more heavily on imports and 
have less overall diversification.

In the IMF’s September 2022 report 
discussed above, three key areas of the
LAC are examined: CAPDR (Central 
America, Panama, and the Dominican 
Republic), the Caribbean, and smaller 
economies in South America (including 
Bolivia, Ecuador, Paraguay, and 
Uruguay).

According to the report, CAPDR 
economies have experienced some of 
the highest inflation rates - exceeding 
9% as of August 2022. The other LAC 
economies in the Caribbean and South 
America are slightly lower, with inflation 
rates sitting just around 6%.

Rising food prices are some of the 
biggest challenges to consumers in 
these regions, as many of the 
impoverished populations lose access 
to affordable food due to inflation.

https://www.imf.org/en/News/Articles/2022/09/16/CF-Smaller-Economies-in-Latin-America-and-Caribbean-Face-a-Bigger-Inflation-Challenge
https://www.imf.org/en/News/Articles/2022/09/16/CF-Smaller-Economies-in-Latin-America-and-Caribbean-Face-a-Bigger-Inflation-Challenge


How Inflation is Impacting 
the Retail Banking Industry

Rising inflation has many impacts on the retail banking industry as 
central banks work to adjust their monetary policies.

According to the IMF, the Federal Reserve, Bank of Canada, and 
Bank of England have raised interest rates considerably, with more 
sizable hikes expected throughout the year. Furthermore, the 
European Central Bank recently raised rates for the first time in 
more than a decade.

From a consumer perspective, these hikes in rates only further 
contribute to the rising cost of living, leading to negative perceptions 
of the retail banking industry as a whole.

For example, as costs continue to rise, many consumers have turned 
to credit cards to help keep their finances in check and bills paid — 
yet, higher interest rates mean that consumers are also accruing 
more debt if they fail to make credit card payments on time.

As a result, consumers are turning to their banks for help and seeking 
any kind of lifeline a bank can offer in times of heavy economic 
headwinds.

With this in mind, let’s explore some of the key ways retail banks can 
help consumers during this time of high inflation and hiked interest 
rates.

https://www.imf.org/en/Blogs/Articles/2022/08/01/blog-soaring-inflation-puts-central-banks-on-a-difficult-journey-080122
https://www.imf.org/en/Blogs/Articles/2022/08/01/blog-soaring-inflation-puts-central-banks-on-a-difficult-journey-080122


Meeting the Challenge of 
Inflation: How Retail Banks 
Can Help Consumers

For retail banks to flourish in times of economic and inflation 
challenges, focusing on better serving consumers and their 
individual needs is key. Retail banks must consider the changing 
needs, demands, and expectations of consumers as inflation rises.

The digital transformation of the global banking sector that was 
accelerated by the Covid-19 pandemic already had a massive 
impact on how consumers view banking services. Now, retail banks 
must reimagine their business models to apply digitally 
transformative technologies for the immediate benefit of consumers.

As inflation is expected to continue rising throughout the year — with 
continuing economic headwinds in 2023 — navigating this financial 
turmoil through the use of advanced technologies is likely what will 
set competitive retail banks apart from those who will fall behind and 
lose customers.



Let’s now take a look at 5 ways retail banks can help consumers 
as inflation rises:

1. Utilizing Customer Segmentation & Personalized 
Banking Services
One of the most important actions for a retail bank to take today is to 
ensure that the services offered to consumers are personalized to their 
exact needs. Advancements in technologies have opened up many 
new banking channels through which consumers can access services.

Yet, in many cases, the communication and 
connectivity between these channels need 
improvement. By adopting an omnichannel 
approach, retail banks can ensure customers 
can not only access their preferred digital or 
traditional channels but that their progress is 
not lost when migrating between channels.

According to Deloitte’s 2023 Banking and Capital Markets Outlook, retail 
banking customers have stated that “hands-on guidance during 
challenging times” is one of their top priorities, rather than banking 
speed, convenience, or efficiency.

This highlights the need for retail banks to have a clear understanding 
of their audience and customer segments to provide this type of 
personalized, hands-on guidance. Technologies such as artificial 
intelligence (AI) and machine learning can help in this category by 
enabling retail banks to improve customer data insights and monitor 
consumer banking behaviors to create more accurate segments.

The report further remarks on the necessity for retail banks to develop 
excellent mobile banking platforms, as many consumers now view 
these platforms as one of the best channels for receiving personalized 
services. 

https://www2.deloitte.com/content/dam/insights/articles/us175544_cfs-fsi-outlook-banking/DI_CFS_FSI_Outlook-Banking.pdf


Deloitte states that:

“Customers now not only expect a superior 
experience, but one that’s tailored to their unique 

needs, even on a mobile app. Banks can demonstrate 
their unique value proposition by aligning distribution 

models and delivering advice-driven offerings.”

With retail banking customers expecting to use an average of 2.7 
channels per banking interaction, the time is now for retail banks to 
enhance their omnichannel strategies to better provide consumers 
with the personalized services and channel accessibility they demand.

2. Leveraging AI & Machine Learning to Optimize 
Productivity

AI and machine learning have vital roles to play in the retail banking 
industry, especially as more of a retail banking team’s time must be 
spent focused on providing personalized guidance to consumers.

One key AI-powered technology for retail banks to prioritize for 
implementation is robotic process automation. As the needs of 
consumers continue to evolve and become more complex, retail 
banking teams need greater technological support to carry out 
traditionally manual processes via automation, such as customer 
onboarding, application processing, fraud detection, and more.

https://cpqi.com/rpa-in-banking/
https://cpqi.com/rpa-in-banking/


According to Morgan Stanley, boosting productivity and reducing 
costs through automation can help to increase an institution’s 
overall investment attractability in inflationary environments.

The Morgan Stanley report further states that:

“— investors should consider a wide range of firms 
providing services that use automation technology— 
such as robotics used in manufacturing, software to 

optimize business processes and IT hardware for such 
things as self-checkout technology—to help clients 

manage the current inflationary environment.”

This also emphasizes the necessity of partnerships between retail 
banks, investors, and technology providers who can efficiently 
implement AI-based solutions.

3. Implementing Real-Time Cost Monitoring Tools

Real-time cost monitoring tools are powered through advanced 
data analytics that enables retail banks to identify the biggest 
impacts across their portfolios, as well as the impact of inflation on 
the cost of products offered to consumers.

This type of monitoring is key for retail banks to maintain a level of 
scalability and flexibility that not only serves consumers better but 
also allows the institution itself to achieve greater agility despite 
economic headwinds.

https://www.morganstanley.com/ideas/technology-and-inflation-businesses
https://www.morganstanley.com/ideas/technology-and-inflation-businesses
https://www.morganstanley.com/ideas/technology-and-inflation-businesses


According to McKinsey and Company’s 2022 report Navigating Inflation 
in Retail, real-time cost monitoring tools are essential for helping retail 
banks to manage inflationary exposure and, in turn, better optimize 
product design and specifications.

Additionally, the McKinsey report also remarks on how 
real-time cost monitoring tools can assist retail banks 
in enhancing portfolio margins by increasing 
transparency and deploying advanced analytics for 
improved decision-making for things such as self- 
space transferability and PLU investments.

4. Prioritizing Data-Driven Experiences & Update 
Core Banking Systems
Circling back to the subject of personalized consumer experiences 
and advisory models, retail banks need to leverage advanced data 
analytics for this purpose.

According to the World Retail Banking Report 2022, 70% of banking 
executives are currently concerned over a lack of sufficient data 
analysis capabilities. A further 95% of top global banking executives 
remarked on how outdated legacy systems are the main inhibitor to 
optimizing data and customer-centric strategies, making it more 
difficult to offer consumers the personalized services they demand.

The World Retail Banking Report also shares that just 22% of Chief 
Marketing Officers (CMOs) have direct management over end-to-end 
customer experiences and access to complete customer profiles.

https://www.mckinsey.com/industries/retail/our-insights/navigating-inflation-in-retail-six-actions-for-retailers
https://www.mckinsey.com/industries/retail/our-insights/navigating-inflation-in-retail-six-actions-for-retailers
https://www.mckinsey.com/industries/retail/our-insights/navigating-inflation-in-retail-six-actions-for-retailers
https://www.morganstanley.com/ideas/technology-and-inflation-businesses
https://www.businesswire.com/news/home/20220420005725/en/World-Retail-Banking-Report-2022-Incumbent-Banks-Must-Embrace-Data-Centric-Capabilities-to-Drive-Personalized-Customer-Experiences
https://www.businesswire.com/news/home/20220420005725/en/World-Retail-Banking-Report-2022-Incumbent-Banks-Must-Embrace-Data-Centric-Capabilities-to-Drive-Personalized-Customer-Experiences


This highlights a major gap in the retail banking industry that banks 
can take advantage of to pull ahead of the competition. In terms of 
how retail banks can solve this issue, the answer lies in partnerships 
with FinTech companies that can deploy updated, cloud-native 
platform technologies while still incorporating legacy technology to 
avoid unwanted banking downtime.

5. Building Automated Saving Tools

The final way that retail banks can better serve consumers during 
times of high inflation rates is by leveraging automation technology 
specifically for the purpose of helping consumers save more.

By building an automated saving tool product to offer to consumers — 
ideally with access to this tool provided through a mobile app — retail 
banks can offer consumers tremendous personalized value through a 
customizable tool designed to help them reach their saving goals.

This is especially important during a time of high financial stress when 
many consumers are dipping into their savings to overcome the high 
costs of living seen around the globe.

Along with automated savings, consumers also need assistance with 
budgeting. Retail banks can also provide this service to customers 
through custom-made budgeting tools which can assess the specific 
needs of each customer and offer personalized budgeting advice 
based on their exact financial circumstances and situation.



Key Takeaways: 
How Exadel FS Helps 
Retail Banks Build 
Greater Value for 
Consumers
At Exadel FS, our focus is on helping retail 
banks build sustainable customer- 
centric strategies rooted in advanced 
technologies and ongoing support.

We can help retail banks in a variety of 
ways, from implementing AI-powered 
tools and cloud-native platforms, to 
building institution-specific tools and 
products designed to meet the exact 
needs of each retailer’s specific 
groups of consumers.

With a diverse team trained in the 
nuances of both finance and 
technology, Exadel FS has the services 
and solutions retail banks need to 
boost value for consumers despite 
rising inflation.

Get in touch with our team today to 
learn more about our custom 
solutions, including end-to-end digital 
transformations and managed 
services with ongoing support.

https://cpqi.com/
https://cpqi.com/contact/

