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Digital disruption is at a tipping point in 
the banking industry. Although the need for physical 

banks is not likely to vanish, much of the landscape will change significantly 

due to customer expectations, innovations in technology, demographic 

changes, new competitors and shifting economics. 

The adoption of 
digitally enabled 
services presents a 
unique opportunity for 
banks to deepen the 
relationship with their 
customers.

Consumers are clearly calling for a new 
service proposition — they want banks 
to help make their financial lives easier 
and to enable them to manage their 
money more proactively. Banks that 
cannot craft a meaningful response to 
this growing need risk losing customers 
— and revenue — to other more digitally 
focused financial services providers. 

Digital transformation requires a self-
funding strategy to drive early wins and 
long-term success. Retail banks can start 
with use cases that will deliver quick 
value through operational efficiency and 
use those savings to fund longer-term 
digital strategies to drive even greater 
value. By truly focusing on customer 
needs and integrating data, analytics and 
insight with product development and 

delivery, banks are poised to transform 
not only the service proposition they 
offer to their customers but also the 
perceptions of their brand. That, in 
turn, will help drive overall loyalty. The 
adoption of digitally enabled services 
presents a unique opportunity for banks 
to deepen the relationship with their 
customers.
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For too many years, retail banks have 
focused on the bottom line rather than 
customer needs and expectations. 
Financial technology (FinTech) startups 
and rival online banks quickly moved to 
fill the vacuum by being more customer-
centric, prompting around 11 percent 
of customers to leave their traditional 
banks in recent years.1 Younger 
customers in particular are finding it 
relatively easy to switch their loyalty 
from a bank to a less expensive online 
competitor. They’re accustomed to using 
mobile smartphone apps to shop for the 
best deal and are willing to quickly jump 
to a new provider when better services 
or a lower cost is offered. When deciding 
whether to stay loyal to a bank, one of 
the biggest factors customers take into 
consideration is the bank’s use of mobile 
technology. 

Many banks were late to appreciate 
the threat from digital rivals because 
they were preoccupied with reduced 
earnings.2 A decade of near-zero interest 
rates hit their bottom lines,3 making 
lending less profitable and reducing fees 
from things like bank account overdraft 
penalties and debit card usage. To reduce 
costs, retail banks have cut the number 
of branches by 6 percent since 2009.4 
As online and mobile banking becomes 
more mainstream, retail banks will no 
longer be able to survive if they operate 
merely as transactional entities. 

To stay relevant, retail banks need to 
leverage technology to offer a more 
compelling customer experience, which 
means going beyond “business as usual.” 
Banks need to digitally transform 
branches into immersive, advice-driven 

11% of customers 
have left their traditional 
banks in recent years.1

Younger customers in particular are finding it relatively 
easy to switch their loyalty from a bank to a less 
expensive online competitor.

financial centers that give customers 
what they can’t access on their own. 
This can be achieved by enhancing their 
relationships with customers from a 
transactional to more of an advice-
driven interaction. They need to offer 
personalized financial advice and 
counseling to help customers manage 
and meet their financial goals. 



Traditional banks have made the move from brick and 
mortar to digital and mobile, changing our expectations 
of how and where we can do our banking.
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• Higher expectations: As other 
industries have been disrupted, 
consumers are now used to a better 
experience — one that’s faster, 
cheaper and more convenient.

• Big data analytics allows marketers to 
target customers with offers that are 
more relevant and personalized.

• Digital consumers have many more 
interactions with social, mobile, 
analytics and cloud technologies.

Much of FinTech spending is seen in 
consumer banking and finance, with 
payments and lending attracting 
particular attention. Collectively, FinTech 
firms now offer services covering many 
of the traditional business lines of retail 
banks, from credit cards and loans to 
payments, cross-border transfers and 
digital currencies. 

Although investment in FinTech has slowed 
down a bit over recent years, it remains 
high. According to a recent study from 
KPMG and CB Insights, in the third quarter 
of 2016, venture capital-backed FinTech 
companies raised $2.4 billion across 178 
deals, and overall investment in FinTech 
reached $2.9 billion.5

Another advantage FinTech firms have is 
that they’re less regulated and not required 
to keep as much capital on their balance 
sheets as deposit-taking banks. Peer-to-
peer lenders such as Upstart, Funding 
Circle and Prosper, which are rushing to fill 
a gap in lending to small businesses, can 
as a result offer lower rates than banks. 

Similarly, online rivals have adopted the 
platform strategies that have proven 
popular in other areas: Uber, for example, 
owns no cars, and Airbnb keeps no hotel 
rooms. Using the same approach, some 
digital firms act solely as a middle man to 
help customers find the cheapest car loan, 
mortgage or credit card. 

Among the other factors causing digital 
disruption are: 

• Mobile technology: Almost 90 percent 
of U.S. consumers have a cellphone. 
Of those that do, 77 percent are 
smartphones.6 Smartphones have 
changed the way we bank. Traditional 
banks have made the move from brick 
and mortar to digital and mobile, 
changing our expectations of how and 
where we can do our banking.

• The rise of millennials: Now the 
largest population segment with 75.4 
million people, outnumbering baby 
boomers,7 millennials are expected 
to soon command the largest wallet 
power in the global economy. The 
growth of FinTech has been driven 
by adoption across age groups, but 
the demand from the millennial 
generation to innovate and think 
about financial services differently 
has been a catalyst for change.

Digital Disruption Is at a Tipping Point
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Although many were initially slow to 
react, banks are now pushing back. 
JPMorgan Chase CEO Jamie Dimon said 
in a letter to shareholders in March 
2017 that the bank spent $9.5 billion 
on technology in 2016, with $3 billion 
dedicated to new initiatives such as 
end-to-end digital banking, online 
investment advice and electronic trading 
and other online services.8

The same is the case at Bank of America, 
where digital spending is due to triple. 
“We want to be a dominant presence, and 
so rather than double-down we decided 
to triple-down,” said Michelle Moore, head 
of digital banking for Bank of America.9

Not surprisingly, the drive toward 
digitization is being spurred by 
millennials, who are more comfortable 
online and on mobile devices. In a study 
of millennial financial habits by the Fair 
Isaac Corp., best known for its FICO 
credit scoring method, 52 percent of 
consumers in the millennial age group 
already use or are very likely to use 
alternative payment systems such as 
PayPal and AliPay, compared with 27 
percent of those aged 50 and above. 
Some 23 percent of millennials are likely 
to consider borrowing money through 
peer-to-peer lending, compared with just 
2 percent of those over 50.10

Banks still have a long way to go in 
competing with these newcomers. 
According to Accenture, only 27 percent 
of consumers say the experience they 
receive from their bank’s branch, online 
and mobile channels is completely 
seamless — down 7 percentage points 
in one year.11 One reason is that banks 
have chosen to use digitization mainly 
to automate back-office functions in 
an effort to cut their costs, rather than 
addressing consumer needs. 

“Focused more on processing 
transactions than innovating around 
the customer experience, retail banks 
have been slow to weave new customer-
facing technologies into the core of 
their operations,” Bain & Co. said in 
a digital banking report. “They have 
been even more hesitant to take full 
advantage of the technology’s potential 
by redesigning their product and service 

offerings, aligning their pricing and 
channel strategies, and rethinking how 
they hire, train and deploy their front-
line employees. Lacking a clear strategic 
rationale, their digital initiatives end up 
producing only marginal enhancements 
that drive up IT spending rather than give 
the bank a competitive advantage.”12

52 percent of consumers in the millennial age group already 
use or are very likely to use alternative payment systems 
such as PayPal and AliPay, compared with 27 percent of 
those aged 50 and above. Some 23 percent of millennials are 
likely to consider borrowing money through peer-to-peer 
lending, compared with just 2 percent of those over 50.10

27% of consumers 
say the experience 
they receive from their 
bank’s branch, online 
and mobile channels is 
completely seamless 
— down 7 percentage 
points in one year.11
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With digital disruption at a tipping point, 
retail banking is set to be redefined. 
So how will the future retail bank be 
different from the bank of today? 
The answer lies with adoption and 
implementation of the right technologies 
to improve the customer experience. 
Banks will move beyond the transaction 
by providing advice/relationship-driven 
sources that will help customers improve 
their financial well-being. 

Imagine a bank transformed into 
an immersive financial center 
where customers can obtain highly 
personalized services, have access 
to real-time financial advice, receive 

What Will the Future of  
Retail Banking Look Like?

Bank branches of the future will introduce more 
sophisticated online banking services with a greater 
degree of automation and advanced technologies, 
including a wide range of virtual options.

on-the-fly notification alerts when a 
desired rate, for example, is reached, 
and acquire customized products that fit 
their personal needs when they need it, 
wherever they are. 

In addition to incorporating existing 
technologies such as smartphones, 
tablets, self-serve kiosks and wearables, 
bank branches of the future will 
introduce more sophisticated online 
banking services with a greater 
degree of automation and advanced 
technologies, including a wide range of 
virtual options such as virtual reality, 
virtual assistants and virtual desktop 
infrastructure (VDI). 

Retail banks looking to stay relevant in 
a digitally disrupted industry will need 
to re-evaluate their business strategy 
with priorities that spur innovation, 
enable flexibility and establish 
technology partnerships. Success 
will come from a balanced execution 
across a set of tactical initiatives and 
longer-term programs, all coming 
together as an integrated plan for digital 
transformation. 

1. Shifting to a More  
Consumer-Centric Approach
In order to thrive in an increasingly 
competitive industry, banks will have 
to increase their focus on customer and 
employee pain points and develop user-
driven technology solutions. This means 
a shift in thinking from an enterprise-
driven strategy to a more consumer-
centric focus. 

This requires a deeper understanding 
of the barriers faced by bank customers 
and employees, and using technology 
partnerships to break down those 
barriers. According to Bain, for example, 
only 7 percent of retail loans can be 
handled end-to-end by digital means.13 
Addressing this will create new 
opportunities. 

How Banks Can Improve the 
Customer Experience 

•  Get to know your customers: 
Developing a better understanding 
of who your customers are and what 
they’re looking for will help you to 
better strategize. One way to achieve 
this is through big data analytics, 
which gather and study customers’ 
data and derive meaningful insights. 
Such insights allow banks to gauge 
a customer’s financial well-being, 
spending habits, future plans, credit, 
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payments and loans. Sophisticated 
customer profiles will enable product 
upsell by allowing banks to provide 
customers more customized and 
personalized offers.

• Redefine your mobile strategy: With 
the proliferation of mobile devices, 
customers need access to information 
around the clock, wherever they 
are. Enable your customers with 
intelligent mobile apps that not 
only serve up account information 
or process simple transactions, but 
also engage customers through 
compelling, gamified promotions 
and programs. Incorporate mobile 
solutions that will let your customers 
share their financial goals, be it 
purchasing a home or saving for 
retirement. Mobile banking services 
have also proven to capture the 
underbanked markets, enabling a  
new group of online-only customers.

• Empower your customers: Today’s 
bank customers look for agile, high-
tech, high-touch banking experiences. 
They are not only digitally savvy but 
also have a “do it yourself” mindset. 
Providing customers with the tools 
and flexibility that they need to 
be in control of their finances is an 
important step toward becoming 
more customer-centric. For example, 
banks can install self-serve kiosks 
and tablets in their branches to allow 
customers to enter their information 
and reason for visiting or fill out 
necessary forms to speed up the 
process. This can reduce in-branch 
wait time and engage customers to 
improve their overall experience.

2. Bracing the Bank Branches 
Relationships matter, and human 
interaction remains critical for high-
margin selling. For that reason, brick-
and-mortar bank locations are not 
expected to be virtualized. While many 
customers now use smartphones 
to check their balances and make 
payments, they still want to be able 
to visit a bank branch where they can 
meet bank professionals in person and 
get sound financial advice. This was 
underlined in a study by Bain, which 
found that 90 percent of bank customers 
visited their branch in the previous 
quarter. Even millennials reported 
visiting their branch as much as baby 
boomers.14

At bank branches of the future, 
customers would be able to pre-stage 
transactions or make appointments 
with bank professionals on their 

While many customers now use smartphones to check their balances and make 
payments, they still want to be able to visit a bank branch where they can meet  
bank professionals in person and get sound financial advice.

mobile phones before arriving, saving 
them precious waiting time. A mobile 
concierge equipped with a tablet would 
be able to help a customer with complex 
questions or transactions. The customer’s 
appointment could take place in a 
state-of-the-art VIP lounge with large 
touch-screen displays. These technical 
improvements will bolster marketing 
efforts at the branch level, allowing 
employees to promote services they can 
upsell as customers remain engaged. 

Banks must rethink the relevance of their 
branches in the context of their mobile 
offerings: They can be smaller than 
traditional branches, but more efficient, 
with technology such as tablets and 
touch screens protected by high-level 
security so that customers can perform 
routine tasks at self-service kiosks. This 
will allow bank employees to focus on 
the higher-profit business of advising 
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customers about their finances. Bankers 
should be able to review literature with 
clients by mirroring key documents from 
their tablets to high-quality displays in a 
secure part of the branch. 

3. Innovation, Flexibility and 
Ability to Partner
The following considerations allow retail 
banks to invest in the right technology 
when it comes to digital transformation. 
It all starts with choosing the right 
technology partner that can offer 
innovation and flexibility while 
integrating all channels so customers 
can move seamlessly between them. 

A mobile-first solution: Above all else, 
banks should implement a mobile-first 
solution. Clients, especially millennials, 
have come to expect multichannel 
support, text messaging and alerts. They 
also want 24-hour secure access on their 
mobile devices to documents, statements 

and financial reports. Additionally, using 
mobile technology in the branch allows 
banks to implement paperless workflows 
that start on the customer’s own mobile 
device and are completed at the branch. 
This reduces waiting times for customers 
and enables the bank to capture valuable 
data about the consumer experience 
that can be used in later offerings. With 
the expanding capabilities of mobile 
technology and cloud computing, bank 
professionals are able to use their 
devices to securely access the same full 
range of documents that they can access 
in their offices. 

With all the challenges coming from new 
disruptive platforms, retail banks will 
have to move quickly to catch up with 
their more nimble online competitors. 
They have the advantage of a large 
existing customer base and relatively 
well-financed balance sheets to call 
upon in making the transition. The digital 
transformation will be challenging 

for many banks, with countless 
technical complications and budgetary 
restrictions, but it’s a battle they cannot 
afford to lose. With that in mind, banks 
urgently need to invest in the right 
technology solutions to help them 
become the bank branch of the future. 

Retail banks will have to move quickly to catch  
up with their more nimble online competitors.
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