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COVID-19 has significantly disrupted 
the financial services industry, 
particularly by exacerbating preexisting 
barriers to inclusion within certain 
segments of populations.

Executive 
summary

With this disruption comes the opportunity to expand 
market share and be a leader in responding to demands 
for innovative banking solutions accelerated by stay-at- 
home orders and social distancing protocols. Organizations 
should take advantage of the dramatic shifts wrought by 
COVID-19 to pause and consider a more prominent role 
for inclusion as part of their overall strategy in response 
to legislative priorities, stakeholder expectations, and 
economic incentive to do so, including social pressures 
driven by the global trend toward Environmental, Social, 
and Governance (ESG) initiatives.
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Barriers to inclusion
Firms are racing to pivot their delivery models to meet 
changes in consumer behavior and demand, including 
by exploring innovative technological solutions and 
partnerships to expand their digital capabilities. However, 
longstanding barriers to inclusion for vulnerable populations 
continue to persist and have been further exacerbated 
by COVID-19. Financial services providers are therefore 
tasked with assessing strategic transformation initiatives 
to evaluate their impact on these populations, and to 
proactively address emerging regulatory compliance 

Traditional barriers to inclusion
 — Potential memory and mobility issues

 — Lack of experience with online tools

 — Reluctance to transition from established products  
and services

How COVID-19 has exacerbated barriers
 — Compounded the struggle to access banking services 
for populations more likely to engage in in-person 
banking

Regulatory concerns & other drivers
 — Online banking is subject to the Americans with 
Disabilities Act (ADA) and lower adoption of mobile/
digital banking presents challenges for some products

Traditional barriers to inclusion
 — Limited and/or unreliable Internet access

 — Far distance from closest physical branch locations

How COVID-19 has exacerbated barriers
 — Pushed smaller community banks and credit unions to 
operate at reduced hours and/or capacity

Regulatory concerns & other drivers
 — Modernization of the Community Reinvestment Act 
(CRA) assessments may shift the focus to where 
loans and deposits originate, potentially decreasing 
investment activity in rural areas 

Aged population Rural communities

requirements associated with a renewed focus on equal 
access and fair treatment. These traditional barriers to 
financial inclusion, and COVID-19’s impact on them, are 
most evident in relation to the following populations: (1) the 
aged population, (2) rural communities, (3) persons with 
disabilities (PWD), and (4) other underserved groups. While 
there is significant overlap in the compounding of barriers 
to inclusion, the table below highlights some of the distinct 
concerns for each population.  
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Traditional barriers to inclusion
 — High costs to unbanked and underbanked consumers 
with respect to fees and high-speed internet access

 — Challenges in accessing disclosures, other documents, 
and interpretation services for Limited English Proficient 
(LEP) consumers 

 — More reliance on alternatives such as prepaid debit 
cards, money orders, and payday loans in place of credit 
cards and checking and savings accounts

How COVID-19 has exacerbated barriers
 — Highlighted widening social and income inequities and 
had a disproportionate impact on women- and minority-
owned businesses

 — High rates of unemployment led to record numbers  
of applications for unemployment benefits and other 
public assistance programs

Regulatory concerns & other drivers
 — The Equal Credit Opportunity Act (ECOA) prohibits 
discrimination based upon income from a public 
assistance program such as unemployment

 — UDAAP requires that marketing materials be tailored to 
the needs of vulnerable populations, and the Consumer 
Financial Protection Bureau (CFPB) recently issued a 
Request for Information on serving LEP consumers

Traditional barriers to inclusion
 — Differences in real or self-perceived level of  
financial literacy

 — Challenges with certain channels and/or standard 
offerings

How COVID-19 has exacerbated barriers
 — Emphasized lack of financial resiliency in certain 
populations of PWD, especially those PWD who also 
belong to one or more other vulnerable groups

Regulatory concerns & other drivers
 — Banking products are subject to ADA, and recent case 
law is indicative of the need for banks to continue 
to focus on making their products and information 
accessible

 — UDAAP requires that disclosures clearly and accurately 
address the terms and conditions of the product 
being marketed and must be easily understood across 
populations, including consumers that may be more 
vulnerable

Other underserved groups  
(e.g., women- and minority-owned)Persons with disabilities (PWD)
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The following initiatives are helping these communities 
by expanding access to online products and digital 
shopping platforms:

In an effort to increase financial inclusion, many traditional 
banks have established community centers in the markets 
they serve. These centers provide free access to digital 
banking tools, financial education, and professional 
development and online classes. The programs and 
resources that banks offer at their community centers aim 
to remove some of the barriers to inclusion with respect to 
digital banking tools by providing free internet access and 
training on how to utilize these digital platforms.

 This fundamental transformation occurring in the banking 
industry has increased competitive pressures as nonbanks 
continue to expand their financial services offerings. In 
April 2020, online account openings increased by more 
than 200 percent and mobile banking app traffic increased 
85 percent.1 This environment has led to increased 
collaboration between traditional financial institutions and 
fintechs. Large tech firms looking to enter financial services 
through their existing platforms have partnered with 
traditional banks looking to reach new consumers by jointly 
offering innovative products that seamlessly blend both 
partners’ strengths.

Shifts in industry landscape
The financial services industry has accelerated the shift 
to more innovative banking products as a result of the 
heightened consumer demand for alternative banking 
options. Concurrently, multiple regulators are assessing 
the potential disparate impact of financial services policies 
and transformation initiatives as well as financial services 
organizations’ compliance with laws and regulations that 
serve to promote diversity, inclusion, and fairness. One 
of the primary goals of this effort is to reduce racial, 
social, and economic bias across customer interactions in 
order to support fair treatment, credit access, and wealth 
accumulation amongst the unbanked and underbanked 
populations.  In response, both nonbank and traditional 
financial services organizations are working to expand 
their offerings to reach underserved communities. 
Notable examples include Amazon and Walmart, who 
are helping underserved communities by providing the 
following offerings: 

COVID-19 has led to an increase in online shopping 
for goods such as groceries and household essentials. 
Traditionally, low-income and underbanked communities 
have often been unable to take advantage of online grocery 
shopping platforms due to the inability to pay with cash or 
government-funded benefits. 

Both Amazon and Walmart are helping underserved 
consumers who do not have credit or debit cards by 
providing these individuals with the option to make 
purchases online using cash.

Amazon and Walmart allow customers to 
make online cash purchases

Fiserv announced a pilot that will enable online 
EBT payments for groceries under the USDA’s 
Supplemental Nutrition Assistance Program (SNAP) 
and allow participants to utilize SNAP funds on 
grocery delivery and pickup services.

Fiserv to Enable Electronic Benefit 
Transfer (EBT) payments on groceries

PayPal has also outlined a strategy for financial 
inclusion that includes financial literacy education, 
expanding internet access, and increasing access to 
bank accounts for the underbanked and unbanked 
population.

PayPal clearly defines its strategy for 
financial inclusion

Amazon provides a secured credit card via Synchrony 
Bank, while Walmart offers a prepaid debt card via 
Green Dot that enables consumers to earn cashback 
and build savings through a free savings account. 

Amazon offers secured credit card & 
Walmart provides prepaid debit card

1 Yahoo!Finance, “Digital Banking Surge to Continue Post Coronavirus Pandemic” (May 2020)
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Simultaneously, new entrant financial institutions have 
partnered with incumbent firms through Banking-as-a- 
Service (B-a-a-S) arrangements to bring new products 
to market with the licensed incumbent banks acting as 
facilitators and providing innovative firms with the banking 
infrastructure needed to deliver these services. Prior to 
COVID-19, Citigroup, Stanford Credit Union, and Google 
announced a partnership offering digital checking and 
savings accounts to consumers on the GooglePay platform. 
Expanding upon this offering, in August 2020, Google 
announced partnerships with six additional banks.

Google teams up to expand digital offerings

SEFCUBBVA2
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Harris
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Bank

First 
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Bank
Bank 
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1 Google

While these innovative products are intended to meet 
market demands, leaders in the industry and regulators 
have highlighted that the shift towards digital banking has 
the potential to exacerbate barriers to financial inclusion. 
As a result, institutions must be vigilant in ensuring their 
growth strategies consider the needs of these populations 
to promote inclusion and the establishment of a broader 
customer base, making expansion more sustainable, and 
ultimately, more profitable. Further, it is imperative that 
institutions integrate risk and compliance partners early in 
the strategy and governance programs of transformation 
initiatives, as regulators continue to respond to the 
heightened focus on improving financial inclusion.

…must be vigilant in ensuring 
their growth strategies consider 
the needs of these populations 
to promote inclusion and the 
establishment of a broader 
customer base, making expansion 
more sustainable, and ultimately, 
more profitable.

2 BBVA was acquired by PNC Financial Services Group at the end of 2020
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Regulatory focus on inclusion
Regulators are taking a number of decisive actions to 
promote financial inclusion through greater dialogue with 
underserved communities. The Office of the Comptroller 
of the Currency’s Project REACh (Roundtable for Economic 
Access and Change) is one effort showcasing these 
ideas. The initiative aims to bring together leaders from 
the banking industry, national civil rights organizations, 
business, and technology to identify and reduce barriers 
that prevent full, equal, and fair participation in the nation’s 
economy and address inherent policy and structural issues 
at the national and local levels in an effort to increase 
access to credit and capital and expand financial inclusion. 
Other regulatory agencies are following this lead and are 
taking on financial inequality through official statements, 
regulatory policy modernization efforts, and by promoting 
institutions’ efforts to invest in their communities.

Key metrics for underserved groups in America

Banking status of households in the U.S.3

6% 16%

of adults are 
unbanked

of adults are 
underbanked

An average of

per person per year is spent on 
fees and interest by the unbanked/
underbanked.                                   

3 Consumer and Community Research Section of the Federal Reserve Board's 
Division of Consumer and Community Affairs, “Report on the Economic Well-
Being of U.S. Households in 2019”, (May 2020)

$189 billion 

$3,000 

As firms pivot their delivery 
models to digital and increasingly 
rely on new innovative channels 
and products to reach consumers, 
a renewed emphasis on 
fundamental consumer protection 
requirements is increasingly 
a focal point for regulators 
supervising these efforts.

(represents about 63 million Americans)

4 Forbes, “The Costs of Being Unbanked or Underbanked” 
(July 2020)

in 2018.4

This represented a total of
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Key metrics for underserved groups in America

Annual spend for banking services in the U.S.6

just to use their money

The underbanked spend

10% 

income
of their

As firms pivot their delivery models to digital and 
increasingly rely on new innovative channels and products 
to reach consumers, a renewed emphasis on fundamental 
consumer protection requirements is increasingly a focal 
point for regulators supervising these efforts. Among the 
most pressing regulatory requirements is the importance 
of mitigating bias and avoiding discrimination, promoting 
fair treatment of consumers, and providing accessible 
options for obtaining and using the products and services 
offered by firms in the digital banking space.

Collectively, ECOA and UDAAP accounted for a sizable 
number of regulatory actions in 2020 alone. The CFPB 
identified fair lending as a key supervisory observation in 
2020 and noted several violations, including instances of 
redlining and failure to consider public assistance income. 

Fourteen percent of those 
with incomes below 
$40,000 were unbanked, 
versus 1 percent of those 
with incomes over that 
threshold. 

Fourteen percent of black 
adults and 10 percent 
of Hispanic adults were 
unbanked, versus 6 
percent of adults overall.

5 Mayer Brown, “Consumer Financial Services UDAAP Round-Up: 2020 Year in 
Review” (January 2021).

6 FDIC, “The 2019 FDIC Survey of Household Use of Banking and Financial Services”, 
(October 2020) – Consumer and Community Research Section of the Federal 
Reserve Board’s Division of Consumer and Community Affairs, “Report on the 
Economic Well-Being of U.S. Households in 2019”, (May 2020)

Black        Hispanic       Overall

14%

14%

0             $40,000                $100,000 

1%

UDAAP, which is consistently noted as a component of 
supervisory observations, was cited in 55 enforcement 
complaints and consent orders issued by the CFPB and the 
Federal Trade Commission (FTC) in 2020. With the largest 
UDAAP-related enforcement penalty in the past year 
exceeding $100 million, and the combined penalties of all 
UDAAP-related enforcement amounting to more than $600 
million, fair treatment and firm conduct continues to be a 
key focus area for the CFPB and other state and federal 
regulators that examine unfair, deceptive, or abusive acts 
or practices.5

In the wake of COVID-19, equal access to credit and 
relief options including forbearance or modifications 
have become top of mind for many regulators and firms 
thinking about how to support the consumers they serve. 

10% 6%
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In addition, digital accessibility under the ADA is an 
increasingly visible issue for many firms and has been the 
subject of intense litigation in recent years, with more than 
2,250 suits alleging inaccessible websites filed in federal 
courts in 2019 which is an increase of more than 177% 
since just over 800 such suits were filed in 2017.7 In one 
legal settlement, the Independent Community Bankers of 
America (ICBA) agreed to adopt a Statement of Voluntary 
Access Principles and distribute to its members, and in 
many other suits, both new and existing customers of 
banks and credit unions have complained of inaccessible 
websites. Although the Department of Justice shelved a 
set of planned rules regarding website accessibility in 2017, 
the expectations of compliance with ADA requirements 
remain, and failure to consider the inclusive access 
requirements of their customers would present significant 
risk for a firm considering digital transformation initiatives.

With the scope of digital banking continuing to evolve, the 
regulatory expectations and areas of focus for regulators 
looking to balance encouraging responsible innovation and 
upholding consumer protection requirements must change 
too in order to appropriately address the unique nuances of 
innovative products and services gaining prevalence in the 
industry. Modernizing antiquated regulatory requirements 
has become a regulatory imperative where expected changes 
will place an increased importance on compliance processes. 

The pace of regulatory change aimed at modernizing key 
consumer protection requirements is likely to increase 
putting a renewed focus on regulatory change management 
programs and the integration of business and risk data. CRA 
and ECOA proposals are set to be landmarks as the industry 
considers how to create a more inclusive financial landscape 
considering the rapid rise of digital banking. 

Modernization of the CRA will seek to address how banks 
should be assessed for serving their communities when 
firms draw more customers from diverse geographies 
using digital channels; however, federal regulators diverge 
on how to accomplish this and have pursued rulemaking 
separately. Regulators are also examining and considering 
rules under ECOA to address the implications for fair 
treatment in credit transactions as firms rely on innovative 
processes to make credit decisions. Further, a continued 
legislative focus on financial inclusion is expected, and 

could drive pressure on firms to begin considering how 
they address inclusivity in their operations today. Recent 
congressional proposals (e.g., the Federal Reserve Racial 
and Economic Equity Act, the Public Banking Act, and the 
Fair Access to Financial Services Act) aim to utilize the 
institutions that safeguard the financial system, such as  
the Federal Reserve, to actively narrow racial gaps in 
wealth, income, and employment in the U.S. which may 
create a greater supervisory burden for firms that don’t 
proactively address financial inclusion now.

9.5%

15.6%

34.0%

2015 2017 2019

Use of mobile banking 
as a primary method 
of account access 
continued to increase, 
sharply overtaking 
online banking as the 
most prevalent primary 
method.8 

7 Seyfarth Shaw LLP, “The Curve Has Flattened for Federal Website Accessibility 
Lawsuits,” (April 2020)

8 FDIC, “The 2019 FDIC Survey of Household Use of Banking and Financial Services”, 
(October 2020)
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On the horizon
The next waves of innovation are already visible and firms 
will need to consider how developing solutions designed 
to support financial inclusion in the digital age may instead 
digitize banking to such an extent that it would inherently 
deepen the digital divide and further exclude those who are 
unbanked and underbanked today.

Algorithmic underwriting
The use of advanced models in financial services, such as 
algorithmic underwriting, aims to improve efficiency and 
eliminate discrimination by better predicting risk and reducing 
manual inputs. However, complex algorithmic models may 
be prone to model bias, resulting in implicit discrimination 
in lending decisions. Regulators and legislators have already 
taken an interest in how bias and discrimination may remain 
present in underwriting and marketing decisions employing 
alternative data sources, artificial intelligence, and 
machine learning and have cautioned firms to take prudent 
compliance risk management steps in evaluating their data 
inputs and models. 

Open banking
Consumers, including those typically excluded by traditional 
banks, are seeking a greater level of control over their 
financial products and services. Open banking, a long-
anticipated market force, is expected to give consumers 
unprecedented control over their financial data and 
products, enabling the firms that deliver these services to 
democratize financial services and enable a wider range of 
consumers to access critical financial tools from a greater 
variety of providers. The CFPB is already looking ahead and 
is writing rules to facilitate consumer interaction with such 
firms and protect their financial data. 

Central Bank Digital Currencies (CBDCs)
CBDCs are largely in the early stages of experimentation 
and development, but have rapidly gained the interest of 
central banks worldwide as 86% now actively engage in 
some form of CBDC work.9 CBDC projects feature the 
prospect of increasing financial inclusion and allowing for 
universal access to transformative payment methods for 
the unbanked and underbanked. The potential societal 
value increased amid COVID-19 as proposals for the 
Federal Reserve Board (FRB) to issue digital dollars or  
host individual retail bank accounts emerged as a potential 
solution to support those lacking sufficient access by 
universally enabling fast disbursement of stimulus funds 
and other government assistance, further supporting an 
increasingly digital economy. 

9 Bank for International Settlements, “Ready, steady, go? – Results of the third BIS 
survey on central bank digital currency” (January 2021).
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10  The Hill, “Democratic senators unveil bill to ban discrimination in financial services 
industry” (October 2020). 
12 KPMG LLP, “Regulatory Alert – Beyond Day One: New Administration Impacts 
on Financial Services” (January 2021).

11 Regulatory Alert – Beyond Day One: New Administration Impacts on Financial 
Services” (January 2021)

Proposed legislation
In contrast to the innovative solutions emerging in the 
industry, some proposed legislative efforts such as the 
Payment Choice Act of 2019 aim to preserve the power 
of physical currency and ensure those most dependent 
on traditional forms of finance are not left behind. 
Simultaneously, other legislation utilizes novel means, 
such as expanding protections under the Civil Rights 
Act of 1964, to address financial inclusion by prohibiting 
discrimination and enhancing protections in financial 
services regardless of delivery channel.

 The new administration 
In addition to financial innovations that firms may adopt, the 
future of the regulatory environment will continue to evolve 
as the new administration adjusts to the rapidly changing 
financial services landscape and COVID-19 continues 
to shift the ways in which Americans interact with their 
financial services providers. The Biden administration is 
expected to focus its regulatory agenda on enhancing 
consumer protection and strengthening the supervisory 
and enforcement roles of federal regulators, which had 
been more relaxed under the Trump administration. Firms 
can expect to see increased rulemaking and a more 
proactive regulatory approach to addressing the inclusivity 
concerns of digital transformation in financial services, 
as well as more strict enforcement of the rules already in 
place as federal regulators regain some of their prior strength.

Under the Biden administration, financial inclusion, 
mitigating bias and avoiding discrimination, fair treatment 
of consumers, and accessibility are likely areas of 
focus for federal regulators looking to address systemic 
inequities in financial services. To the extent COVID-19 
continues to disrupt the national and global economies, 
the administration may be further driven to respond with 
measures similar to those implemented after the financial 
crisis in 2008, promoting additional stimulus funds, and 
providing other forms of relief to both institutions and 
consumers struggling to make ends meet. Key focus areas 
for the new administration’s legislative agenda are likely to 
be consumer issues related to overdraft protection, public 
credit reporting, and a national interest rate cap. Regulators 
are expected to be more aggressive in their enforcement 
efforts and may take policy actions, including restoring 

rules weakened by the prior administration and reinstating 
those that were withdrawn, continuing efforts to 
modernize consumer protection regulations, and promoting 
greater diversity and inclusion as well as racial equality and 
equity. Indeed, the CFPB’s recently released 2021 priorities 
include a focus on identifying and rooting out unlawful 
conduct that disproportionately impacts communities of 
color and other vulnerable populations.

 The CRA will be of particular importance to regulators 
as they look at expanding applicability beyond traditional 
banking firms and consider a unified regulatory standard 
across all agencies. The Biden administration may also 
target rules where innovative interests have been put 
ahead of consumer protection as areas that should be 
subject to further scrutiny and policy changes. Additionally, 
firms should be prepared for the possibility of legislative 
efforts that may occur with the incoming administration as 
some lawmakers may look to restore protections that have 
been weakened or address emerging areas of concern 
where support has previously not been available. Recent 
efforts led by prominent Democrats, such as Sen. Elizabeth 
Warren, Sen. Sherrod Brown, and Rep. Maxine Waters, 
have targeted financial inclusion and stronger consumer 
protections and may be a bellwether for upcoming 
actions.10,11 Firms embarking on a digital transformation in 
order to meet demand for digital products and channels 
should first set a strategic vision that prioritizes inclusion 
for the consumers and communities they target while 
proactively identifying and mitigating the risks and barriers 
to inclusion their potential customers may face. In order 
to effectively deploy transformative efforts and face 
emerging trends and risks, firms need to evaluate their 
skill sets to make sure they have the right experience and 
insights to mitigate risks, adapt their risk assessments 
and focus of testing across all three lines of defense to 
support innovation, and update policies and procedures 
and the linkage of requirements to new processes that are 
being developed. As shifts in the industry and regulatory 
environments continue to take shape, financial inclusion 
will remain a key aspect of digital transformation, and 
firms looking to meet the needs of their customers and 
communities will need to remain cognizant of the need to 
inclusively transform their offerings.
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Proactive 
compliance risk 
management
The pace of change within the financial services industry, 
coupled with the growing number of regulatory expectations 
addressing financial inclusion and corresponding focus on 
compliance infrastructure, makes the risk of failure for digital 
transformation efforts great. 

Recognizing that change will continue for some time 
to come, in addition to preparing for and adapting to 
regulatory change, financial services firms must proactively 
develop a standard, agile compliance risk mitigation 
framework aligned to emerging technologies and scaled 
across jurisdictions as both their footprint and regulatory 
expectations grow. This includes a robust three lines of 
defense structure, a compliance management system, 
and a change management process to facilitate adaption 
and sustainability. An effective compliance risk mitigation 
framework requires an awareness of applicable regulatory 
obligations, how these obligations map to existing and 
emerging business processes and controls, and manual 
and/or systemic control enhancements required to facilitate 
compliance. A proactive approach to compliance also 
entails engaging the right risk stakeholders early in the 
transformation process, keeping a focus on identifying 
compliance synergies across jurisdictions, ensuring 
that there is an actionable plan to transition compliance 
monitoring of new products and services to a BAU process, 
and an understanding of how technology (e.g., artificial 
intelligence and cloud computing) can be used to efficiently 
enhance risk mitigation in a cost effective manner.
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KPMG can help
We invite you to reach out to learn more about the 
inclusive transformation trends in digital banking and 
potential impacts to your organization—keeping in 
mind that rapidly evolving technology coupled with 
underdeveloped compliance infrastructure has the potential 
to considerably increase risk and lead to significant 
implications for financial services firms and end users. 
KPMG can help clients identify these signals of change, 
adapt to evolving and emerging technologies, and seize 
the opportunities to proactively mitigate compliance risk, 
impact inclusion, and be a leader in social change—all of 
which put our clients in a position to solidify customer 
trust, increase market share, grow profitability, and 
become a sustainably compliant technological leader in 
the banking industry. Using our Regulatory & Compliance 
Transformation Framework, which applies to nonbank 
fintechs and traditional banks, as well as existing and 
emerging banking products and services alike, KPMG can 
help organizations evaluate their compliance programs 
in relation to inclusive transformation compliance risk 
management and re-calibrate digital banking compliance 
activities to address regulatory and industry expectations, 
regulatory change, existing or emerging risk, control gaps, 
and overall governance and culture.
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