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Executive Summary

The State of Banking in 2021
Nontraditional financial services organizations gained ground in 

2020. When asked to rank which organizations they would most trust 

to handle their financial products and services, 83% of consumers 

named their primary bank or credit union. But that was 2019.

A year later, amid a pandemic and a 

damaged economy, that percentage dropped 

to only 52 percent. Traditional banks are still 

the most trusted, but the gap between them 

and their upstart competitors is narrowing. 

By contrast, trust in PayPal as a financial 

services provider saw the largest increase—

from 5 percent in 2019 to 19 percent in 

2020. PayPal is famously convenient. 

Customers like the ability to dispute a 

charge—and everything is online, this is 

particularly handy at a time when people 

are reluctant to leave their homes. Amazon 

and Apple were each cited at 7 percent.

Amid the uncertainty and tumult of 2020, 

the financial services industry reacted 

quickly, quite unlike how it performed 

in the 2008 financial crisis. Says Rick 

Calero, head of lending and deposits 

for BNY Mellon, New York, “Banks have 

been very responsive to their customers. 

But there was just a lot of uncertainty 

across the board. And maybe some in the 

industry did not react fast enough. We 

could not address all the uncertainty.”

“Bolstering the preference for traditional 

financial services organizations will be a 

top priority in 2021,” says Debbie Bianucci, 

president and CEO of BAI. “Banks and 

credit unions provided extraordinary 

support to their customers in 2020 and 

they were there in meaningful ways for 

customers and communities during the 

crisis. But there is a growing perception 

that some of the newer, nontraditional 

players may be better able to meet the needs 

of some customers. That perception has 

the potential to cause more consumers to 

consider nontraditional providers. 2021 will 

be an important year for traditional banks 

and credit unions to regain their edge.”

This special report is based on separate BAI 

Banking Outlook surveys of consumers 

and financial services leaders conducted 

in 2019 and 2020. The research report’s 

actionable insights will be invaluable for 

financial services leaders contemplating 

the challenges and opportunities 

of the new year that lies ahead.

Traditional banks are still 

the most trusted, but the 

gap between them and 

their upstart competitors 

is narrowing.
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Prioritizing 
Operational  
Efficiency

Although financial services 

organizations are flush with deposits, 

their margins are being squeezed 

by exceptionally low interest rates. 

In response, banks and credit 

unions are intensifying their focus 

on operational inefficiencies like 

disjointed data systems or manual 

processing of authentication 

for new account openings.

Operational efficiency ranked No. 2 

on financial services leaders’ list of top 

business challenges for 2021. It was 

not identified as one of the leading 

challenges in the BAI Banking Outlook 

research for 2020. But along came 

COVID-19, the economy slowed, and 

interest rates scraped bottom. 

The top business challenge for 2021 is 

the customer digital experience—same 

as last year. Meeting that business 

challenge can be complicated. While 

it’s cheaper to serve customers 

primarily through digital channels 

rather than branches, customers need 

to know about the channels and how 

to engage with them. Digital channels 

are invisible, requiring stepped 

up promotion through marketing 

communications and social media, 

which adds overhead.

Ameesh Vakharia, executive vice 

president, head of Retail Strategy, 

Products & Omni Channel Team, for 

Truist Bank, Charlotte, N.C., cites three 

advantages to operational efficiency:

1. It improves the client experience. 

By getting rid of manual processes, 

which are slower or can produce 

errors, digitization allows 

organizations to catch up with 

the recent digital acceleration of 

customer behavior.

2. It reduces expense to help overall 

profitability. As revenue becomes 

constrained, managing expenses 

becomes an even more important 

area of focus.

3. It creates the capacity to invest in 

the next-generation capabilities or 

experiences that customers want.

BNY Mellon’s Calero says, “One of the 

lessons of digitization is that you are 

limited to how much you can deliver 

digitally based on your operational 

effectiveness. It is not just the front 

end; it is the entire organization that 

needs to deliver against it. Everyone 

is looking for operational efficiency 

for the purpose of providing superior 

client services.”

Operational efficiency 

ranked second on 

financial services leaders 

list of top 2021 business 

challenges. It was not 

ranked at all in 2020.

Everyone is looking 

for operational 

efficiency for the 

purpose of providing 

superior client 

services.”
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The Pandemic’s 
Impact on Financial 
Services

Despite the pandemic roil, 90 percent 

of consumers surveyed said their 

attitude toward their primary financial 

services organization is the same 

or better than it was in the relative 

calm of 2019. Although their attitudes 

about the banks or credit unions are 

generally positive, consumers are 

not as optimistic as financial services 

leaders. Fifty-eight percent of leaders 

believe the industry’s reputation will be 

better a year from now; only 41 percent 

of consumers feel the same.

Financial services leaders give 

themselves good marks for the way 

they responded to COVID-19. Ninety-

four percent said their organizations 

acted quickly and appropriately to the 

nation’s worst public health crisis in 

more than a century. Nearly three-

quarters (73 percent) of financial 

services leaders said the pandemic 

has had no impact on their level of 

customer service. Sixteen percent of 

leaders, however, fear their job is in 

jeopardy because of the pandemic.

Ameesh Vakharia says branch 

interactions at Truist were significantly 

reduced during the early days of the 

pandemic. “We saw an acceleration 

in digital during that time frame. One 

of the things that has been surprising 

is that we think that acceleration will 

stick,” he says. “Yet many clients still 

want to come in and have that human 

interaction. That has been one of the 

consistent points in our client surveys: 

Our clients were more ready than 

we were in terms of returning. They 

were longing for some of that human 

interaction. But we first had to do that 

in a way that kept our teammates and 

clients safe.”

About two-thirds of Truist’s workforce 

initially shifted to working from 

home when the pandemic erupted. 

Although he says he didn’t have 

scientific measurement, it appears 

productivity dipped when employees 

first began working from home. “They 

had to figure out their own routines. 

Maybe they didn’t have a walled space 

for an office. Or they had kids at home 

doing remote learning. But now 

there is a new normal, and overall 

productivity is up.”

Todd Barnhart, executive vice 

president, head of Retail Distribution 

for PNC Financial Services Group, 

Pittsburgh, says the bank managed its 

2,300 branches during the early days of 

the pandemic through an appointment 

model to ensure customer and 

employee safety. About 20 percent 

of the branches were closed in the 

first wave of the pandemic, although 

every customer was within 10 minutes 

of a branch with drive-thru and/or 

appointment-only service.

“We allowed our employees to be home 

for two weeks and at the branch for two 

weeks,” Barnhart says. “It was a shift 

arrangement that allowed employees 

to be at home with full pay to deal with 

some family matters. It gave them the 

opportunity to be off the front lines 

for a while. Things were more normal 

by late summer with open lobbies, 

although some customers were 

making appointments.”

Working from home is the new 

normal. After an initial dip, overall 

productivity is up. 
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COVID-19 Weighs on 
Consumers’ Savings 

Slightly more consumers said their 

savings are either dwindling or are 

in trouble than the year earlier. In 

the BAI Banking Outlook 2020 

research, 28 percent said their 

savings were dwindling; 21 percent 

said their savings were in trouble.

In 2021, 30 percent said their savings 

were dwindling, and 22 percent 

said their savings were in trouble. 

However, 18 percent of consumers 

said their savings were higher versus 

16 percent who said their savings 

were higher in the previous survey.

When asked what their banks 

or credit unions can do to help 

them better manage their money, 

younger consumers—Gen Z and 

Millennials—said they want faster 

payments and transfers. Automated 

savings and investment tools came 

in second for both generations. 

For Gen X, more relevant product 

and service recommendations 

topped their list. And for Boomers, 

better protection against fraud 

and identity theft was No. 1.

BNY Mellon’s Rick Calero says BAI 

Banking Outlook research underscores 

a generational trend he’s observed: 

“The younger generations need more 

help navigating the system; the older 

generations need more advice as they 

shift from accumulation to retirement, 

or for legacy purposes or tax concerns. 

Younger generations want speed 

and transparency,” Calero says.

“For example, if you do a remote 

deposit check capture, what you really 

want to know is when that check 

is going to clear because you may 

need the funds. Younger customers 

may not be well-versed in clearing 

times, and that’s where they may 

need some help and guidance. Older 

customers have navigated the system 

over time and have learned that.”

Innovating to Stay 
Ahead of the Curve

Financial services leaders’ and 

consumers’ top priority for 

improving the customer experience 

is slightly misaligned in the research. 

Financial services leaders’ top goal 

is improving the omni-channel 

experience; for consumers, it’s 

getting the tools and options to 

customize their own experience.

When asked about their biggest gap 

in the customer experience, financial 

services leaders said it was digital 

interaction, which is also their top 

investment priority for 2021. That 

suggests the gap may narrow in 2021. 

The second biggest customer service 

gap identified by leaders is customer 

onboarding. Financial services leaders 

said their best customer service 

attribute is personal interaction, a 

traditional strength of the industry.

In reading the BAI Banking Outlook 

2021 research, Truist’s Ameesh 

Vakharia believes financial services 

leaders and consumers largely share 

the same priorities. “The omni-channel 

piece continues to be very important, 

and that does not seem much different 

than the clients wanting to optimize 

their own experience,” he says. “There 

is a subset across segments who are 

more do-it-yourselfers. They want 

the tools and the flexibility to manage 

their finances with a high degree of 

autonomy.

Younger generations want speed 

and transparency, while older 

generations want more advice.

What do financial 
service leaders feel is 
the biggest gap in the 
customer experience? 

1.  Digital Interaction

2. Customer Onboarding
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“On the other end of the spectrum  

you have delegators who want a 

trusted partner to do it for them.  

And, of course, there are some in 

the middle,” he says. “We want to 

be sure that client insights drive 

the prioritization of the experience 

enhancements we are making.”

PNC’s Todd Barnhart says that as 

some customers suddenly shifted 

to unfamiliar digital channels at the 

pandemic’s outbreak, they relied 

heavily on the call center to help them 

learn the new channels. “The call 

centers were key, particularly for the 

customers who were using some of  

the digital tools we offer for the first 

time, such as remote deposit.”

Fintechs would seem to be a likely 

partner for banks and credit unions to 

close any gaps in the digital customer 

experience. Yet 84 percent of financial 

services leaders said they have not 

learned any lessons from fintechs that 

they plan to implement in 2021. But  

in response to a separate question,  

55 percent of leaders said they plan 

to collaborate with an outside fintech. 

Fintechs can also be competitors to 

traditional banks and credit unions. 

More than two-thirds (67 percent) 

said they always or often experience 

competitive pressure from fintechs.

“We used to think of fintechs as 

more of a threat. But it has evolved 

into thinking of them as more of a 

partnership,” Vakharia says. “We can 

bring different strengths to the table for 

shared success. Because of their size 

and because they operate in a different 

regulatory environment, fintechs 

can innovate faster or differently. As 

we think about introducing new 

capabilities, we learn by seeing what 

is working or not working for fintechs. 

They can help us think differently 

about what we invest in for our own 

R&D work.”

Fraudsters Exploit  
the Pandemic

The sudden acceleration of digital 

banking because of the pandemic 

has inspired fraudsters to mine new 

opportunities. That’s unfortunate 

because the biggest hurdle to financial 

services organizations providing more 

digital services is their customers’ 

growing concerns about fraud.

More than half of Millennials (55 

percent) said their concerns about 

fraud are increasing. The generation 

reporting the smallest increase in 

concern about fraud are Boomers at 

23 percent. But older consumers are 

hardly indifferent to the threat. Nearly 

three-quarters said their concerns 

about fraud remain the same—high.

Financial services leaders cited 

additional anti-fraud employee 

training and strong customer 

communication as the top ways to 

address fraud. The next three most-

cited solutions were revised employee 

policies and procedures, the hiring of 

or working with a crisis management 

firm and partnering with a fintech.

“The concern about fraud is there,” 

says PNC’s Todd Barnhart. “We have 

seen all sorts of bad actors who will 

try to exploit the situation. We have 

put a lot of protections into place like 

multi-factor authentication or good 

password education. Our tools are 

secure and have a lot of capabilities. 

We need to educate our customers on 

how to use the protections and what 

are the warning signs you need to look 

for that should raise your suspicions.

“For example, at PNC and most 

financial institutions, we are never 

going to send you an email and ask 

you to enter your confidential financial 

information,” Barnhart says. “But 

people fall for those schemes, so we 

need to educate them as to what we 

won’t do and what they shouldn’t do.”

Online Account 
Opening Continues 
to Grow

With human channels restricted by the 

pandemic, consumers have made a 

big shift to the digital channels to open 

deposit accounts. According to the BAI 

Banking Outlook research, 59 percent 

said they opened a deposit account 

online in 2020. In the previous year’s 

research, 43 percent said they did so.

When they do open a deposit account 

online, a growing number of them are 

doing so with direct banks that have 

no branches. Nearly three quarters 

(71 percent) of consumers opened a 

deposit account with a direct bank in 

2020 versus 59 percent in 2019.

Most Gen Z, Millennial and Gen X 

consumers said deposit accounts at 

their primary bank or credit union 

will mainly be opened online in the 

next few years. Seventy-nine percent 

of Millennials said in 2020 that most 

deposit accounts will be opened 

online; 41 percent of Boomers said  

the same. 

Percentage of consumers 

who opened their deposit 

account with a direct bank:

Percentage of financial services 

leaders who plan to collaborate with 

an outside fintech in 2021.

59%

2019

71%
2020

More than half of 

Millennials said their 

concerns about fraud 

are increasing.

55%
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PNC’s Todd Barnhart says most 

account openings still take place at 

the branch. “Through the pandemic, 

however, we saw that shift a little 

bit. We saw significantly more digital 

activity because of peoples’ desire to 

stay in their house and take advantage 

of the digital options.

“We have seen that moderate a bit as 

we started to open back up,” he says. 

“Digital is growing and growing fast, 

and I expect that trend to continue. 

It was accelerated somewhat by the 

pandemic, but it was a shift that was 

already underway.”

The Consequences of 
Digital Acceleration

All four generations—particularly 

Millennials and Gen X—indicated 

their primary financial services 

organizations understand their 

financial needs. Eighty-three  

percent of Millennials and 79 percent 

of Gen X said they and their banks  

and credit unions are on the same 

page. For Gen Z and Boomers, the 

percentages are 70 percent and 63 

percent, respectively. Those are  

strong percentages across the board.

Yet in a response to a separate  

question, all four generations  

indicated they are somewhat less 

likely to be with their primary financial 

services organization a year from 

now. The sharpest drop was Gen Z. 

Estimating on a 10-point scale their 

likelihood of being with their primary 

bank a year from now, Gen Z said in 

2020 that it was about 6 in 10, down 

from a nearly 9 in 10 the year before. 

The other generations indicated much 

lower declines in their likelihood of 

being with the same financial services 

provider a year from now.

One reason some consumers said 

they might defect from their primary 

financial services organization is for a 

better app and/or better digital services. 

Two-thirds of Gen Z and three-

quarters of Millennials said they’d make 

the switch. Much less likely to switch 

are the Boomers at only 19 percent. 

If it’s any consolation for banks and 

credit unions, Boomers control most  

of the deposits.

“There are lots of choices,” says 

Truist’s Ameesh Vakharia. “We 

have a highly competitive financial 

services ecosystem. Almost every day, 

nontraditional entrants introduce new 

alternatives for our clients to consider. 

With digital, the barriers and friction 

to switching are much lower. Loyalty 

dynamics are definitely changing.”

Boomers are the least likely to move to 

a direct bank. However, more of them 

said in 2020 that they now prefer to do 

business with a direct bank for better 

rates. In the 2020 research, 10 percent 

of Boomers said they would consider 

switching to a direct bank versus only 

4 percent who said the same in 2019.

Nevertheless, 70 percent of Boomers 

said they still prefer traditional banks 

and credit unions because of access to 

their branches, even though they don’t 

use them very often. It’s a tough call for 

financial services organizations when 

the generation with the most deposits 

still wants branches, whereas only 

about half of the younger generations 

want branch access.

Just as younger consumers would 

consider a direct bank, they are also 

amenable to using a nontraditional 

provider of financial services such 

as Apple, Amazon or PayPal. In 2019, 

48 percent said they would consider 

a nontraditional provider. In 2020, 

that figure rose sharply to 63 percent. 

Broken down by generation, 67 percent 

of Gen Z, 85 percent of Millennials, 

71 percent of Gen X and only 27 

percent of Boomers would consider a 

nontraditional player for some of their 

financial services needs.

Two-thirds 

Percentage of Gen Z consumers who 

would switch their primary financial 

services organization for a better app 

or better digital services. 

Digital is growing 

and growing fast, 

and I expect that 

trend to continue.”
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More Consumers 
Prefer a Direct Bank 
and Don’t Need a 
Branch 

More consumers prefer to bank 

with a direct bank and do not need 

a branch as compared to a year 

ago. The pandemic is accelerating 

this trend as it forced the temporary 

closure of some branches, driving 

more customers online. The sharpest 

increase was Gen Z, which went 

from 17 percent to 33 percent.

Nearly two-thirds (63 percent) 

of consumers would consider 

banking with a nontraditional 

financial services organization such 

as Apple, Amazon or PayPal. And 

younger consumers are more open 

to banking with a nontraditional 

player. Boomers much less so. 

Todd Barnhart says PNC keeps a 

watchful eye on the new players. 

“For us, it is a mix of partnerships 

with some players; others we 

view strictly as competitors. There 

will always be a bit of gray space 

between banks and fintechs.

“What I always tell my team is that the 

way we keep our customers close is 

by treating them well and making us 

seem indispensable to them. We have 

to compete at a product level with 

all the feature functions and all the 

things that would attract somebody 

to another fintech or technology 

player,” he says. “If we create that gap, 

customers are going to step into it. If 

we satisfy our customers, then we 

don’t have anything to worry about.”

Percentage of consumers 

who would consider banking 

with a nontraditional financial 

services organization such as 

Apple, Amazon or PayPal.

63%
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Conclusion
Financial services’ digital 

transformation went into overdrive 

amid the pandemic, which drove 

some customers into unfamiliar 

online channels. The surge of 

digital activity also prompted many 

consumers to consider alternatives 

to their primary financial services 

organization, including fintechs, 

PayPal and even giant technology 

companies like Apple and Amazon.

While some consumers were 

exploring new digital financial 

services options, financial services 

leaders searched for new ways to be 

more operationally efficient. With 

greater margin compression in 

the low-interest rate environment, 

digitization to reduce inefficient, 

error-prone manual processes took 

on greater urgency in 2020, a trend 

that will spill into the year ahead.

Enhancing the customer digital 

experience was once again financial 

services leaders’ No. 1 priority, as 

well as their top investment priority 

for 2021. But greater digitization also 

exposes customers and their financial 

services organizations to greater risk 

of fraud. It’s the fear of fraud that holds 

customers back from embracing new 

channels and new procedures like 

online account opening offered by 

banks and credit unions.

Overcoming customers fraud  

concerns is something banks and 

credit unions must work hard to 

achieve before exceptional customer 

digital experiences can be fully realized.

Enhancing the customer  

digital experience was once 

again financial services leaders’  

No. 1 priority, as well as their  

top investment priority for 2021.
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