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Bank branches have long been positioned as the cornerstone of
the US banking industry, serving as the primary point of contact
between banks and their clients. They have played a crucial role in
providing essential financial services and advice to individuals and
businesses alike, while building trust and fostering relationships.
However, the advent of digital technology and rapidly changing
expectations of consumers have challenged the traditional role of
bank branches, forcing financial institutions to adapt, transform and
innovate legacy distribution models in an attempt to remain relevant
in an increasingly digital world.

Branches also have played a vital role in the communities they
serve, participating in local events, sponsoring charitable initiatives,
and contributing to the overall economic development of the area

they serve. On a much less significant level, the bank branch serves
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as a “living billboard” for the financial institution on Main Street—a
continuous reminder of the presence of a brand as it competes with
both legacy organizations and new fintech entrants.

Industry-led studies claim that even tech-savvy millennials and
Gen-Z consumers value the option of visiting a physical branch for
complex financial transactions or to seek advice from a knowledge-
able representative, but as technology becomes more comprehensive,
these instances of human contact are rapidly decreasing. It seems
that the “option” of visiting a branch is nice to have, but just hasn’t
translated into more footfall or traffic, certainly not enough demand
to continue to support basic branch economics. Branches have seen
well more than a decade of decline in traffic and utilization, leaving
a very real question regarding the role they will play in the future.

Given the significant decline in branch operations globally,
and despite the legacy associated with them, the role of the humble
branch must evolve. Financial institutions must adapt their distri-
bution and customer experience models to stay ahead of the curve,
or simply remain relevant. The rise of digital players—including
challenger banks, wallet operators, Al-enabled platforms and spe-
cialized fintech brands, all with mature digital delivery models and
significantly lower operational costs—are setting new benchmarks of
market performance. These factors, combined with obviously chang-
ing consumer preferences and the impact of the COVID-19 pan-
demic on behavior, have accelerated the need for banks to reimagine
the purpose of a branch and rethink long-held conventions around
the economics of distribution and support.

Of course, many US financial institutions are investing in branch
transformation initiatives, leveraging technology to create more effi-
cient and engaging customer experiences, while also rightsizing their

branch networks to reduce costs and improve profitability. On the
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other side of the equation, we see hundreds of new entrants around
the world that will not consider operating a branch network and yet
still have incredibly loyal customer bases, industry-leading refer-
ral rates, superior growth dynamics, and more efficient operating
models than branch-led incumbents. If branches were necessary for
the day-to-day operation of a bank, then it stands to reason that fin-
tech players like Alipay, NuBank, Chime, Revolut, WeBank, Wise
and others would not be the financial services powerhouses they are
today and would logically have gone out of business years ago.

This raises the question of whether branches will ever be a true
differentiator in the banking space ever again, or whether the larg-
est banks of tomorrow will remain branchless, as appears to be the
trend today.

It is certainly a safe assumption that bank branches will be a
diminishing component of service delivery in a more digital-centric
environment. By understanding the trends and forces shaping the
future of bank branching, financial institutions can make informed
decisions, invest in the right technologies and strategies, and ulti-
mately better serve the needs of their customers. This chapter aims
to provide a roadmap for the future of bank branching in North
America specifically, offering insights and recommendations that
can help financial institutions navigate the challenges and opportu-
nities ahead.

The other obvious issue is that despite increasing consolidation
and dominance of the biggest banks, the US remains a unique bank
landscape with a plethora of community-based banking support.
Does this historical preference for community banking lead to great

branch reliance than in other markets?
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The demise of US bank branches

If recent trends in branch consolidation continue, it is highly prob-
able that most financial institutions will significantly reduce their
physical branch footprint, closing underperforming locations and
consolidating remaining operations into fewer, more strategically
located hubs. Across the United States, we should see a maturation
of engagement with core banking brands that rely increasingly on
digital acquisition and servicing over physical experiences.

While culturally within banks this remains a topic of much
debate, behaviorally in respect to consumer trends, there are zero
data to indicate that branches will return to anywhere near their pre-
vious numbers, that declines in branching will demonstrably slow or
that there is something that might cause customer behavior to revert
to more reliance on physical banking. Every indication shows that
branches will simply continue to become less and less relevant, just

as we are seeing elsewhere in the world.

The last time the number of physical bank locations
increased was 2009: the same year Barack Obama
took office and the swine flu pandemic had us washing
our hands. Since then, there’s been a steady decline in
the total number of branches: there were an estimated
100,000 bank branches in the US in 2009. Now, there
are less than [70,000].

The Financial Brand
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In 2020, the first year of COVID, net closings rocketed to 2,126—a
record. In 2021, the record was broken again, when net closures grew
by a staggering 38% to just under 3,000, according to data from S&P
Global Market Intelligence. As COVID faded, the branch closure
trend moderated. A review of 2022 data reveals an estimated 3,000
branches closed, but this time against 1,000 openings, placing the net
closures more in line with pre-COVID levels. At just over 2,000 net
closings, this shows a deceleration in branch closings, and in 2023
we saw a brief uptick in the number of branches. It is expected that
around 1500 branches will be shuttered in 2024, showing that 2023’s
brief stabilization was likely an anomaly in response to excessive clo-
sures during the pandemic, and not a reversal of a well-established
trend.

It is likely that as Al-based banking practices emerges, we can
expect less emphasis on human-led contact in branches and call
centers, accelerating US branch closures over the second half of the
decade. Based on the trend since 2009 and the probable impact of Al,
we forecast that the US will reach half the number of peak branches
(100,000 in 2009) in or around 2030, falling below 50,000 for the first
time since 1990.

Branches that remain will need to undergo a fundamental trans-
formation to remain relevant and viable in the digital age. This will
require significant investments in technology, talent, and infra-
structure, as well as a willingness to experiment with new business
models and revenue streams. Banks will need to be bold and proac-
tive in reimagining the branch experience, embracing a more cus-
tomer-centric, data-driven, and digitally integrated approach. As
mentioned earlier in this book, the primary role of branches moving
forward will be to support the role of digital primacy in banking.
This will require a radical shift in culture across the industry.
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This company is not efficient—like period, end of story.
Charlie Scharf, CEO of Wells Fargo,
Earnings Call, October 2023

Ultimately, the future of bank branches will depend on the ability
of financial institutions to adapt to the changing needs and expec-
tations of their customers. But on cost considerations alone, there
is an increasingly global view by market analysts that branches are
operationally inefficient compared with digital methods of distribu-
tion and engagement, representing a seismic shift in what we think
of as core banking moving forward. Leveraging technology, data,
and human expertise in new and innovative ways, banks can create
a more personalized, efficient, and value-added branch experience
that supports or enhances their digital business, not the other way
around.

While banks like JPMorgan Chase may appear to have nearly
bottomed out, others, like Wells Fargo, may not be anywhere near
a bottom. Looking at the experience of banks in the EU, Australia,
New Zealand, and elsewhere that are certainly culturally similar
to the United States, we might see branch numbers become signifi-
cantly lower than they are today.

For example, if the US follows the pattern of de-branching we
have observed in the UK and Australia, we could very well see the
number of branches in the US descend below 25,000 total branches
in the 2030s. Again, there is very little data to support a floor in
branch levels any time soon, with the most recent exception of
Chase’s flattening in their branch network numbers. (Although even

Chase cannot guarantee this is a permanent state of being.)
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Figure 1: Bank and branch decline projected to 2040 (Source: FDIC Data)

The diminishing role of bank branches

Legacy banks once dotted nearly every American town with formi-
dable stone buildings boasting solidity and permanence. For over a
century, the bank branch anchored communities as a monument to
stability where neighbors parked savings, secured loans, and sought
financial guidance.

Yet, the reassuring physicality that has long defined banking
stands increasingly archived as a historical artifact. The last 15 years
reveal a steady erosion of the bricks-and-mortar footprint amid dig-
ital disruption, accelerating recently to record closure paces.

Pandemic acceleration only reinforced longer-term declines.
Nationwide, bank branches have contracted by around 30% from
their 2009 peak of 99,550 down to around 70,000, levels last seen in
the 1980s. Ongoing optimization will likely pare thousands more
locations this decade absent intervention. The average freestanding
branch costs US$2.6 million a year to run, according to Bancography'.

The momentum mirrors broader economic shifts. As transac-
tions from deposits to loan applications migrate online, many brand-

name banks have winnowed sprawling networks to reduce costs and
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redirect capital into technology. Consumers likewise demand seam-
less digital money management, rendering the imposing neighbor-
hood branch vestigial.

But declarations of the branch’s demise confuse the need for
adaptation with preparing for their extinction. Research reveals that
branches retain some relevance—when aligned to evolving con-
sumer needs. Yes, visits continue declining across generations and
demographics, but there are geographical and cultural factors that
may still affect the rate at which those changes are occurring.

Consider research from EPAM group in 2023:

* 83% of consumers visited a branch over the past year, with 40%
making it the first banking touchpoint when needs arise.
o 60% still prefer discussing major financial decisions in person.

More recent American Bankers Association data calls the EPAM

research into question, however.

US consumers are conducting their banking via mobile
apps more often than any other method ... The national
survey found that consumers continue to embrace
digital banking channels, with 48% of bank customers
using apps on phones or other mobile devices as their
top option for managing their bank account and 23%
using online banking via laptop or PC the most in the
past 12 months. [Branch visits as a preference fell to 9%]
American Bankers Association, National Survey,
October 2023
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US support for branches appears somewhat different from other
developed markets like the UK, where 13% of customers have not
used a branch since the pandemic and a further 37% say they hardly
ever visit a bank branch. The UK market could thus be argued to
be a forecast of where branch banking is heading in the US, given
that their decline in branching is at least 10 years ahead of where the
US is.

Uneven impacts pervade the branch decline, concentrated among
national titans. Wells Fargo shuttered an astonishing 2,238 locations
over the past decade. Bank of America and Citibank closed over 40%
of their peak networks. Yet nimbler community institutions boast
stable or even some growth with a more localized focus.

The divergence speaks to differing business models. Megabanks
built expansive networks to serve transient customers in an open
economy. But community banks aim to cultivate multi-generational
relationships around area expertise and reputation.

Still, regional dynamics transmit uneven effects. Swathes of Cal-
ifornia, Pennsylvania, New Jersey and Maryland top branch closure
rankings, impacted by consolidating money-center giants. Con-
versely, Utah, Wyoming and Montana counter broader trends with

anemically growing networks.
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The evolution of bank branches
in North America

The concept of branches in banking in North America can be traced
back to the colonial era, when the first banks were established to
facilitate trade and commerce. These early banks were often small,
locally owned institutions that served the needs of merchants, farm-
ers, and artisans in their communities. As the economy grew and
expanded, so did the need for more sophisticated financial services,
leading to the emergence of larger, more centralized banks in the late
18th and early 19th centuries.

The rise of industrial capitalism in the mid-19th century fueled
the growth of the banking industry, as banks played an increas-
ingly important role in financing the development of new indus-
tries, infrastructure projects, and westward expansion. During this
period, bank branches began to proliferate across the country, serv-
ing as the primary point of contact between banks and their custom-
ers. These early branches were often grand, imposing structures that
conveyed a sense of stability, security, and prosperity—reflecting the
central role that banks played in the economic and social fabric of
their communities.

In the 1930s and 40s in the United States, there was broad
industry condemnation of “branch banking” as it pertained to the
destruction of individualism and community banking practices in
favor of cookie-cutter branch banking approaches built on efficiency,
sales and transaction banking. These so-called “foreign systems” of
branch banking were labelled as “monopolistic, undemocratic and
with tinges of fascism” and as “a destroyer of individualism™. This

may also explain why the US has so very many institutions compared
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with other developed economies. US regulators clearly sought to
institutionalize community support and make it harder for monop-
oly approaches post the Great Depression years. Yes, you read that
right. Branches were considered fascist!

The latter half of the 20th century saw the beginning of a tech-
nological revolution that would eventually transform the banking
industry. The introduction of mainframe computers in the 1950s
and 1960s allowed banks to automate many of their back-office
functions such as account processing and record-keeping. This early
adoption of technology also laid the groundwork for the develop-
ment of more advanced systems and applications in the decades that
followed.

In the 1970s and 1980s, the emergence of automated teller
machines (ATMs) began to change the way customers interacted
with their banks. ATMs allowed customers to withdraw cash, check
account balances, and perform other basic transactions outside of
regular banking hours and without the need for a human teller. At
the time, ATMs were seen as a way to reduce the cost of tellers. As
was the case for automation tools created in banking before and
after ATMs, ATMs did not immediately replace bank employees but
instead provided an additional transaction option for consumers.
They did, however, provide a glimpse into the future of self-service
banking and the potential for technology to transform the customer
experience.

The 1990s saw the rise of electronic banking, as the Internet
began to gain widespread adoption. Online banking platforms
allowed customers to access their accounts, pay bills, and transfer
funds from the comfort of their own homes, marking a significant

shift in the way people interacted with their banks. However, despite
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the growing popularity of online banking, bank branches were still
considered an essential component of the banking ecosystem, as
many customers still preferred the personal touch and face-to-face
interaction provided by physical locations.

What we call “multi-channel” banking that emerged during these
decades of technological change should probably more accurately be
classified as multi-channel branch-based banking, as the core design
of products, processes and policies were still very much branch-ori-
ented. While mobile banking has advanced tasks like onboarding
significantly, most banks have not adapted their core products to the
digital age and are still very branch-centric.

In the United States especially, legacy financial institutions were
slow to embrace the digital revolution, often viewing online banking
as a complementary channel rather than a potential replacement for
traditional branches. As a result, many banks continued to invest
in outdated and costly branch networks, even as customer behavior
and preferences has already shifted towards digital channels. This
reluctance to fully embrace technology would eventually leave many
legacy institutions vulnerable to disruption from new, digital-native
competitors or consolidation. Indeed, one of the reasons brands like
Chase have done so well in recent years in capturing deposits and
Millennial/Gen-Z business over that of community banking players
is their strong investment in digital®.

As technology continued to advance and evolve and consum-
ers embraced new technologies, it became increasingly clear that
the future of banking would be digital. Legacy financial institutions
would need to adapt and innovate to remain relevant in a rapidly
changing landscape, investing in new technologies, redesigning
branch networks, and reimagining the role of physical locations in

the digital age.
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The evolution of bank branches in North America is a story, for
the most part, of broad resistance to change. While bank branches
will most likely play a role in shaping the financial landscape and
serving the needs of consumers and businesses in the future, they are
now a support channel to the much more efficient (and demanded)

digital alternatives.
Gen-Z and the rise of mobile banking

The widespread adoption of smartphones and mobile devices in the
late 2000s and early 2010s marked a significant turning point in the
evolution of digital banking alternatives. The introduction of mobile
banking apps allowed customers to access their accounts, make
transactions, and manage their finances anytime, anywhere, using
their mobile device. This level of convenience and accessibility was a
game-changer for the banking industry, as it freed customers from
the constraints of traditional banking hours and physical branch
locations.

These trends continue to accelerate, driven by the increasing
sophistication of digital banking solutions, the growing digital sav-
viness of consumers, and the continued impact of the COVID-19
pandemic on consumer behavior and preferences.

Not surprisingly, the use of digital channels differs across demo-
graphic segments. A breakdown of age demographics from the
American Bankers Association shows that more than half of Gener-
ation Z (57%), Millennials (60%) and Generation X (52%) use mobile
banking apps the most often, while a plurality of Baby Boomers most
often utilize online banking (39%). One in six Baby Boomers (16%)
visit bank branches the most often, while only 4% of Gen-Z and Mil-
lennials prefer to visit a branch. The use of digital channels is also
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increasing in all demographic categories over time. When we include
both Internet and mobile channels, the preferences for digital are
stark.
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Figure 2: Channel preferences for digital (mobile and Internet) versus branch
(Source: ABA, Personetics Research)

These figures show an undeniable, uncomfortable truth for tra-
ditional bankers. While some argue that Gen-Z prefer branches for
some interactions, all the research indicates that the branch has
plummeted in importance for primary banking relationships. The
future users of banking services—namely Alpha, Gen-Z and Millen-
nial customers—are using the branch less and less every year and are
ultimately choosing their banks based almost solely on digital com-
petency and not branch location or availability. Again, there is zero
data that suggests a turnaround in preferences is likely in the future.
In fact, more recent research indicates that most Gen-Z customers

value 100% digital banking over any branch interactions.
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Gen-Zis truly the first digital-native generation,
immersed in tech from birth. Unsurprisingly, they
overwhelmingly favor digital channels and mobile
apps for banking—with usage of apps twice as high
as previous generations. Over 60% value 100% digital
banking services.

Personetics Survey, May 2024

With access to vast amounts of customer data and advanced ana-
lytics tools, banks are now able to offer tailored products, services,
and recommendations based on individual customer needs and
preferences. This level of personalization has become a key differ-
entiator in the digital banking landscape, as customers increasingly
expect their banks to understand and anticipate their unique finan-
cial needs.

The rise of digital banking, along with platforms like Amazon,
Uber and Food Delivery apps, has led to a shift in customer expec-
tations around the speed and efficiency of banking services. In an
age of instant gratification and on-demand access, customers expect
their banks to provide real-time updates, quick transaction pro-
cessing, and seamless integration across multiple channels. This
has put pressure on banks to invest in more advanced technologies,
such as artificial intelligence, machine learning, and blockchain, to
streamline their operations and deliver faster, more efficient services.
Amidst these changes forcing a customer into a branch for an inter-
action can be seen as wholly negative. These become new mental
models or design patterns that banks must adapt to lest they lose
touch with their audience.
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Today, nearly 80% of Gen-Zs use a digital wallet for their day-to-
day banking®. Gen-Zs think of banking like it is just another app in
their phone in respect to choice, certainly more than the way bankers
think about the good ole Primary Banking Relationship trope. Gen-Z
will swap out their bank, just like how they swap out an app today
if they find something better. There is certainly no loyalty to a bank
brand based on their branch location or availability for this demo-
graphic. That is a bigger and bigger problem as banks become more
dependent on engaging younger demographics for their growth and
profitability.

One of the most pressing challenges for banks is the decline in
foot traffic and transaction volumes at physical branch locations. As
more customers opt for digital channels, the role of branches as the
primary point of contact between banks and their customers has
diminished, leading to reduced revenue and profitability for these
traditional outlets. Ultimately, the debate on whether branches will
survive these behavioral changes becomes an economic one, not a
social contract. As we will discuss further in the book, we cannot
expect commercial organizations to provide social infrastructure at
a commercial loss without strong government incentives.

The rise of digital banking is certainly intensifying competition
in the financial services industry, as new, digital-native challengers
have emerged to disrupt traditional banking models. These fintech
companies and neobanks often operate with lower overhead costs
and more agile, customer-centric business models, putting pres-
sure on traditional banks to innovate and differentiate themselves
to remain competitive.

While many banks are investing in branch transformation initia-
tives, seeking to optimize their physical footprint, enhance the cus-

tomer experience, and integrate digital technologies into the branch
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environment, this may be a losing battle. Today, this might involve
consolidating underperforming branches, redesigning branch lay-
outs to prioritize self-service and consultation, and equipping branch
staff with digital tools and training to provide more personalized,
data-driven service. But ultimately the trajectory of behavioral
change may mean transformation programs are insufficient to gen-
erate enough traffic in the branch to sustain the core economics.
The shift towards digital banking has put pressure on traditional
branch models to reimagine their role and value proposition. With
fewer customers visiting branches for routine transactions, banks
must find new ways to differentiate themselves and provide val-
ue-added services that cannot be easily replicated online. This has led
to a focus on transforming branches into more consultative, relation-
ship-driven spaces, where customers can receive personalized advice,
guidance, and support for their complex financial needs. But is this
the answer ... or can advanced services also be delivered via digital
channels? Of course, the other obvious question is whether complex
products are just using human interactions and “advice” to mitigate
poorly designed products. This is the argument many of the com-
peting fintechs will make: That if a product is so complex it needs a

human to explain it, it is just poorly designed for today’s world.
Is Chase bucking the trend with branches?

JPMorgan Chase appears to be taking a contrarian approach’ to its
branch network strategy by continuing to open new branches while
many other banks are closing them. At its 2023 investor day, Chase
executives defended this strategy, arguing that its branches are fuel-
ing deposit growth, cross-selling opportunities, and stronger cus-

tomer relationships across both retail and small-business segments.
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Some of the key points made at the investor day:

« Chase has opened 650 new branches in the years 2017-2022,
expanding its presence to 25 new states. While it also closed
1,400 branches (2010-2022), the bank now has 4,831 locations
across 48 states, down from a peak of 5,610 branches in 2010.

The evolution of the JPMorgan Chase
U.S. branch network

Chase branch network Chase branch network
coverage by state coverage by state
2017

Ly
moreaing beanch thare
5,293 Branches 4,831
Looking ahead:
- U5, population coverage -
60% by market 80% ’ ;ami?y‘m
U.S. population coverage m
50% within a 10-minute drive time 60% ’ :mncu.m
1-rrirate drive e
68% Small business coverage 87%
$4.4T Addressable deposits $7.9T

THE FINANCIAL BRAND © May 2023 SOURCE: JPMorgan Chase

« Branches are crucial for deposit gathering, with Chase outper-
forming other large banks in deposit growth per branch. The
bank has seen a 14% compound annual growth rate in deposits
per branch between 2017 and 2022.

o Chase views digital channels and branches as complementary,
with branches serving as “storefronts” for various business lines,
including credit cards, mortgages, and wealth management. Half
of new Chase-branded cardholders come from branch signups.
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o The bank’s branch network has enabled it to increase deposit
share in 47 of the top 50 markets in 2022, becoming the leader
in 11 of them, including New York, Chicago, and Los Angeles.

« Branches are particularly important for small-business custom-
ers, with nearly 6 million small business owners using Chase
branches for their banking needs. The bank plans to embed
invoicing capabilities into its core account functionality to attract

more small-business clients.

But there are nuances to these numbers. The new branches Chase
is opening have generally a much smaller footprint than legacy
branches, indicating that its branch opening strategy is also about
reducing its total square-footage for its national branch network. Fre-
quency of visits by customers continues to decrease at Chase, show-
ing that while branches have a role to play, there remains a question
as to whether the decline in visits to branches have indeed bottomed
out. And both 2017 and 2010 numbers show that Chase still has
fewer branches today than either of the previous peaks.

Our customers are increasingly using digital channels and
transacting less often at ATMs and in branches. At the same time,
cash withdrawal amounts have increased over the last several
years, indicating cash remains popular among customers.
Julia Tunis Bernard, SVP Communications,

JP Morgan Chase
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In 2019, an FDIC-supported study, “Banking Across America:
Distance and Branch Use”, showed that in rural areas and non-
white (Black and Hispanic) communities, the distances to branches
have increased significantly over the last decade or so. Additionally,
income levels effect branch usage significantly, with lower-income
demographics using branches less than half the time of more wealthy
city dwellers, for example. This is what we see reflected in Chase’s
branch optimization strategy: There is much greater focus on city
areas where more affluent customers are geo-located. This still means

a decline in branches servicing rural and poorer locations.

Gen-Z basically doesn’t want to go into the branch,
much less than other generations. And they move
around a lot. They switch jobs more quickly, and they
move around more ... You have to make your brand a
digital-native brand to carry around with you.
Ben Conant, CTO of Mantl, American Banker,
June 2023

JP Morgan Chase cites branches as a key competitive advantage
in driving deposit growth, cross-selling and strengthening customer
relationships across multiple business lines. Much of this compli-
mentary growth is possible due to the penetration of credit card cus-
tomers nationwide, the ability to offset new branches with the closing

of duplicative branches and the funding available for such efforts.
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Unsustainable costs of legacy branch networks

Within the analysis of the future of branch banking, it cannot be
ignored that legacy institutions face intensifying margin pressure
from maintaining vast brick-and-mortar networks. The dilemma
intensifies as nimble digital rivals leverage superior efficiency.

Consider branch operating costs. A typical bank location
requires around US$2 million to US$3 million upfront to build out,
followed by US$200,000 to US$300,000 in yearly expenses for staff-
ing, property leases, utilities and more. That tallies up to US$3 mil-
lion to US$5 million over a standard decade-long branch lifespan.

Meanwhile, lean digital banks eschew real estate to concentrate
spending on flexible cloud infrastructure and software. Chime main-
tains no branches, cutting frictional costs to reimburse customer
ATM withdrawal fees. Its cost-income ratio of 35% compare favor-
ably to major banks hovering near 60%.

Accelerating branch closures signal the equations no longer make
sense. As traffic and transactions fall, lower revenue potential erodes
justification for location fixed costs. Avoiding underutilization
requires reducing superfluous overlaps built for a high-touch era.

The dilemma manifests in declining bank valuations. Investors
discount institutions weighed down by outdated networks requiring
overhaul. As software eats banking, nimble challengers win higher
appraisals through capital efficiency and growth prospects.

Transitioning to optimized branch alignment promises savings
banks can reinvest in personalized digital experiences that inspire
loyalty beyond chasing rates. The journey requires careful cost-ben-
efit calibration under realistic demand scenarios shaped by broader

adoption curves.
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Rightsized physical footprints integrated with virtual client
engagement augment relevance in any rate environment. But lagging
transformation risks stranding institutions in lost decades defined by
shrinking margins. For incumbent banks, serving digital consumers

now mandates escaping analog constraints.
The potential impact of generative Al

Looking further into the future, the potential impact of generative Al
on banking delivery and distribution models cannot be overlooked.
Generative Al refers to a class of machine-learning algorithms that
can create new content, such as text, images, and videos, based on
patterns and insights learned from existing data.

In the context of banking, generative Al has the potential to revo-
lutionize the way financial services are designed, delivered, and con-
sumed. For example, generative AI could be used to create highly
personalized financial products and services, tailored to the specific
needs and preferences of each customer. This could include custom-
ized investment portfolios, insurance policies, and credit offerings,
based on a customer’s financial goals, risk tolerance, and lifestyle.

Generative Al could also transform the way banks interact with
customers, by enabling more natural, conversational interfaces.
Instead of navigating complex menus and forms, customers could
simply express their needs and preferences in plain language, and
receive instant, personalized recommendations and solutions. This
could greatly enhance the customer experience, making banking
more accessible, intuitive, and engaging.

Moreover, generative Al could enable banks to develop entirely
new business models and revenue streams, beyond traditional finan-

cial services. For example, banks could use generative Al to create
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and monetize content, such as financial education materials, news
articles, and market insights. They could also partner with other
industries, such as healthcare and retail, to develop innovative, data-
driven solutions that address broader customer needs and aspirations.

However, the adoption of generative Al in banking also raises
several challenges and risks, such as data privacy, security, and
ethical concerns. Banks will need to develop robust governance
frameworks and controls to ensure that Al systems are transpar-
ent, accountable, and aligned with customer interests and regulatory
requirements. They will also need to invest in talent and skills devel-
opment to build the necessary capabilities and expertise to leverage
AT effectively.

Conclusion

The future of bank branches in the digital age is one of transforma-
tion and reinvention.

As customers increasingly embrace digital channels, the tradi-
tional role of branches is diminishing, leading to a likely wave of con-
solidations and closures in the near and foreseeable future. However,
this does not mean that branches will disappear entirely. Instead,
they will need to evolve and adapt to the changing needs and pref-
erences of customers, by becoming more focused, specialized, and
integrated with digital channels.

To succeed in this new environment, banks will need to develop
seamless, omnichannel banking experiences that provide custom-
ers with a consistent, personalized experience across all touchpoints.
This will require significant investments in technology, data ana-
lytics, and talent, as well as a shift in organizational culture and

mindset.
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Looking further ahead, the potential impact of generative Al on
banking delivery and distribution models cannot be ignored. Gen-
erative Al has the potential to revolutionize the way financial ser-
vices are designed, delivered, and consumed, by enabling highly
personalized, conversational, and data-driven experiences. However,
banks will need to address the challenges and risks associated with
AT adoption, such as data privacy, security, and ethical concerns.

Ultimately, the future of bank branches will be shaped by the
ability of financial institutions to adapt and innovate in response to
the rapidly changing landscape. Those that can successfully blend
the best of physical and digital channels, leverage advanced tech-
nologies, and put customers at the center of their strategies will be
well-positioned to thrive in the digital age. As the famous quote by
Charles Darwin goes, “It is not the strongest of the species that sur-
vives, nor the most intelligent; it is the one most adaptable to change”.
The same principle applies to the banking industry as it navigates the

challenges and opportunities of the future.





