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Klarna submission to the Department of Finance
Retail Banking Sector Review.

Overview.
In response to the Department of Finance’s call for evidence on its consultation on the Retail Banking
Review this short submission is intended to further introduce Klarna to the Department, explain the
way in which Klarna sits in the retail banking sector in Ireland and set out our views on the role of
�ntech in shaping the future landscape of retail banking. This response addresses a number of the
department’s questions, which have been grouped into two themes, the Retail Banking Services
Sector (Q1,Q2) and Consumer Credit (Q12).

About  Klarna.
Klarna is a global three party payments network. By leveraging our open banking infrastructure and
direct connections to retailers, we are able to offer our services directly to consumers, innovate
much faster and at a cheaper cost than other payment platforms. The business was founded in 2005
in Stockholm, Sweden, with the aim of creating trust online between consumers and retailers. Now,
with over 150 million global active users and 2 million transactions per day, Klarna is meeting the
changing demands of consumers by saving them time and money while helping them worry less
about their �nances.

Over 400,000 global retail partners have integrated Klarna’s innovative technology to deliver our
seamless shopping experience online and in-store. With over 5,000 employees, Klarna is active
across 45 markets and is one of the most highly-valued private �ntechs globally. We are more than
just shopping and payments, having secured our European banking licence in Sweden in 2017. Klarna
is supervised by the Swedish Financial Supervisory Authority (SFSA), and we passport into the Irish
Market on the back of our Swedish banking licence.

We offer current and savings accounts to consumers in Sweden and Germany and hold the largest
Open Banking network in Europe, covering 15,000 banks in 20 countries including the UK. Klarna
launched with Pay in 3 and our Shopping App in Ireland in November 2021 with 14 integrated
merchants. Today, Klarna has over 800 merchant partners and more than 500,000 active consumers
in Ireland. In addition, through the Klarna app, and our innovative Shop Anywhere feature, Irish
consumers can shop at any retailer and split their purchases into three interest-free and fee-free
equal payments, regardless of whether they have integrated with Klarna or not.
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https://www.gov.ie/en/consultation/8bbea-retail-banking-review-public-consultation/


Retail Banking Sector.

Question 1 (a).

Is the retail banking sector currently meeting the needs of consumers and SMEs?

No, the current banking industry is broken. For decades consumers have been let down by
traditional banks. Distrust of traditional banks and the �nancial services industry is at an all time high
among consumers across the globe. Globally just 52% of people trust �nancial services, the lowest of
all business categories. There are many reasons for this but ultimately banks have built their credit
products and services to ensure that they maximise their income and pro�ts by keeping consumers
in debt while at the same time minimising their costs by providing them with very poor service.

When Klarna launched in 2005, we set out on a mission to accelerate commerce and make markets
function more ef�ciently. Very quickly it became clear that the rest of the industry’s practices were
not aligned with customers’ best interests and this needed to change. Meanwhile, consumer
expectations continued to shift away from the traditional retail banking sector’s offer of high-cost
and high-fee lending, towards low-cost and fee-free products which offer frictionless and
transparent experiences. Today, Klarna is changing the current state of banking by bridging the gap
created by years of the old banks’ bad practices and bringing trust and transparency back to the
industry. We’re doing this by developing �nancial services that help people in their daily lives by
saving time, and money and making them less worried about their �nances.

Question 1 (b).

What changes do you expect to see in the retail banking sector in the coming 10 years?

Open Banking and Open Finance is a game changer for the retail banking sector. Financial
technology platforms like Klarna Kosma enables banks, �ntechs, and innovative retailers to develop
payment services and solutions that are more tailored and unique to the needs of their end users.
The connectivity provided by Open Banking platforms like Klarna Kosma, enables banks to provide
truly enriched account insights (AIS) - and turning traditional banking statements into enriched
reports. Providing consumers with personalised �nancial overviews, tailored credit risk analysis and
true �nancial service at their �ngertips.
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https://www.edelman.com/sites/g/files/aatuss191/files/2021-03/2021%20Edelman%20Trust%20Barometer.pdf
https://www.kosma.com/


Consumer Credit.

Question 12 (a).

Is there adequate access to, and availability of credit from the retail banking sector (including
appropriate product choice) to meet the needs of consumers?

At Klarna, we believe that it is important for consumers to have greater access to a more sustainable
alternative to the high-cost credit offered by traditional banks. Innovation in the sector is both an
essential driver of market development and consumer bene�ts. However, not all market actors,
especially the incumbents, will readily embrace innovation and competition. Rather, for this to
happen the guardrails provided by regulation are needed, speci�cally outcomes-based regulation
that both drives innovation and competition and bene�ts consumers. We believe that proportionate
and outcomes-based regulation empowers consumers to access new products and services safely
and importantly protects them from harmful industry practices or bad actors.

Klarna’s products provide consumers with a range of �exible and convenient payment options,
including the ability to pay immediately and in full using our Pay Now product, and remove
unnecessary charges, fees and interest commonly associated with traditional forms of credit This
can help people now more than ever, by putting money back into their own hands instead of lining
the pockets of the old banks.

Question 12 (b).

What are the main risks to consumers in the area of consumer credit?

In order to meet the needs of consumers, it is important that the sector enables responsible
spending without inhibiting consumer choice. However, while it is not our position to tell consumers
how they should shop or spend their money, we do provide consumers with guardrails to enable
responsible spending. For example, at the checkout we make it abundantly clear that our Pay Later
products are credit options with consequences to using them if a payment is not made. Unlike credit
cards that automatically set high credit limits, we check our customers’ ability to pay on each and
every transaction and restrict the use of our services if payments are missed to stop debt building
up. As such, regulation should set the guardrails for the sector - speci�cally outcomes based
regulation that drives both innovation and competition and bene�ts consumers by empowering them
to access new products and services safely, and protects them from harmful industry practices or
bad actors.
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Conclusion.

We hope this paper has been helpful in providing the Department with a deeper understanding of the
way in which Klarna sits within retail banking in Ireland and set out our views on the role of �ntech in
shaping the future landscape of the sector. We believe regulation that is outcomes focussed and not
tick-box is the best way to ensure consumers are protected in a proportionate way while still allowing
innovation to �ourish, including within the retail banking sector. We would be very happy to provide
further information on any aspect of our response or discuss anything covered in greater detail if
useful.
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