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Long before the U.S. felt the first real impacts of COVID-19 a year ago this month, the role 
of branch operations for banks and credit unions were in a state of flux. Digital banking  
was already ascendant in 2019. The pandemic merely accelerated that trajectory, largely out 
of necessity.

Many banks have announced plans to reduce their physical footprint—those plans, however, 
are more about trimming than slashing. It’s hard to argue against digital banking’s central role 
in the future of financial services organizations, but the branch has a future, too.

In this month’s Executive Report, we discuss what role the branch will play in the future.

In our lead article, contributing writer Lauri Giesen cites research showing that branch traffic 
fell by as much as half as a result of COVID-related lockdowns in early 2020, but that most of 
that traffic returned when the economy reopened later in the year.

Despite that rebound, the lasting legacy of COVID-19 will change the way branches look and 
operate going forward. Our collective experience in dealing with the virus has fundamentally 
shifted the way we shop, work, access healthcare and more. Given that these society-wide 
changes are likely here to stay, one expert told her, “Banks cannot open branches that are 
identical to the way they were pre-pandemic.”

So, what sort of changes might we anticipate? Where do branches stand to offer the most 
value for customers? Contributing writer Amy George took those questions to Toronto-based 
brand visionary Jean-Pierre Lacroix and, no surprise, she got back some insightful answers.

Lacroix sees us as being on the cusp of what he calls “Banking 4.0.” The first three itera-
tions—which played out over the past century or so—focused on building trust, creating 
convenience and using tech advances to develop cost-saving digital capabilities. 

The fourth update for banking’s core operating system, he says, will result in true custom-
er-centricity: financial services providers evolving past transactions and product offerings to 
establish deep, personalized relationships with their customers. 

Face-to-face interactions at the branch can play a vital role in cementing that position as 
valued advisors. This can be done via recasting branches as centers for financial education, 
advice and specialty services, where banks and credit unions can distinguish themselves in 
an ever more competitive landscape.

While digital banking adoption continues to grow, particularly among younger Americans, 
BAI research makes clear that the future of the branch is multigenerational.

Karl Dahlgren, BAI’s managing director for research, writes about a surprising finding from 
the 2021 BAI Banking Outlook: Generation Z and millennials, the youngest generations of 
adult Americans, are just as likely as baby boomers to visit a branch to learn about a bank’s 
products and services.

This could reflect the financial needs of the younger generations growing more complex 
as they progress in their careers and have families. To identify and exploit the various op-
portunities that could arise from this and other emerging trends, Dahlgren writes, financial 
services organizations should mine their vast repositories of customer data.

The other articles in this Executive Report include:

» Chris Savio from LogMeIn on the importance of providing customers a range of ser-
vice options that blend human interactions with advanced self-service technology. 
Each comes with strengths that complement the other, he writes, and together they 
can deliver the high level of customer experience that is expected.

» Michael Hafer from Cardtronics on what financial services providers should have 
learned from the COVID-19 pandemic when it comes to the value of their ATM net-
works in supporting branch operations and their brands. If nothing else, he writes, 
the industry should be thinking of ATMs as more than just cash dispensers.

» And Nicole Machado from Harland Clarke on an instant crowd-pleaser that branches 
can add to their list of services: immediate card issuance or replacement. As she 
writes, “Consumers in today’s on-demand economy don’t expect to wait for much of 
anything, especially for access to their money.” 

The bottom-line takeaway from this month’s articles is that those who foresee the imminent 
demise of bank branches are out over their skis. Branches will remain important assets for 
financial services providers for a couple of basic reasons—customers want them and they 
will use them.

Terry Badger, CFA, is the managing editor at BAI.
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Getting ready 
for their extreme 
makeover 
BY LAURI GIESEN

Even though traffic has rebounded to 
surprising levels, long-term changes to 
branch layouts and offerings are coming. 



’’
Banks cannot open 
branches that are 
identical to the 
way they were 
pre-pandemic.
MYRON SCHWARCZ

STRATEGIC RESOURCE MANAGEMENT

A
bout a year ago, with the arrival of 
COVID-19,  banks began shutting down 
branches or at least vastly scaling back 
the services they offered in person. And 

customers who either didn’t know how to use digital 
services, or didn’t want to, quickly became regular us-
ers of websites and mobile channels.

In a study conducted by Celent, banks reported 
their branch traffic declined by as much as half 
during the 2020 lockdown. But as many banks 

began reopening their branches late in the year, a 
majority of activity returned.

The key takeaway is that, despite the fact that cus-
tomers had learned to function without full branches 
for months, “customers still want to use branches,” 
says Robert Meara, a senior analyst at Celent.

During the pandemic, banks that had lagged in the 
development or promotion of advanced digital solu-
tions had to play catch-up. “COVID forced the hands 

of banks that had been reluctant to move down the 
digital path,” says Alyson Clarke, principal analyst at 
Forrester Research.

So if customers still want to use branches, but their 
experience during COVID changed how they bank, a 
new question arises: Will the branches that customers 
are coming back to ever look the same? And, more im-
portantly, do these more technology-savvy customers 
even want the same old branches?

Many say no. “Small businesses and retail customers 
learned to conduct financial transactions different-
ly because of the pandemic,” says Myron Schwarcz, 
executive vice president at Strategic Resource Man-
agement. “Banks cannot open branches that are 
identical to the way they were pre-pandemic.”

While some have predicted decimation of branch 
networks after COVID, many branch experts say 
evolution, not elimination, is the better path. “Banks 
should reinvent the branch, rather than exterminate 
the branch,” says Pete Redshaw, vice president of the 
financial services practice for Gartner Inc.

Redshaw points out customers will need more advice 
during uncertain times, and “person-to-person” is 
still the best channel for covering those needs and 
providing the most valuable interaction. And while 
self-service channels will be more important than 
ever, he adds that branches need to be the hub for 
all these channels. That’s where customers will learn 
how to use the technology, and customer interaction 
in self-service channels will need to be integrated with 
interaction in the bank.

It is a mistake to describe COVID-19 as an isolated 
disruption to an otherwise stable financial services 
industry, he says, pointing to other pre-pandemic fac-
tors that had been motivating the need to alter the 
look of branches. Some of those factors include aging 
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’’
Banks need to look 
at rural branches, 
not just in terms of 
the P&L statement, 
but in terms of their 
brand.
ALYSON CLARKE 
FORRESTER RESEARCH

populations, changing consumer behavior and pref-
erence, growing cloud-based adoption, autonomous 
technology, cyber risks, an unstable stock market, 
growing preferences for sustainability, political unrest, 
and the surge of government regulations, especially 
those related to consumer privacy.

As a result of these changes and the effects of the 
pandemic, most experts expect banks will have fewer, 
smaller branches, but that these locations will focus 
more on advising customers about financial needs 
rather than on conducting transactions. Staff will be 
trained to handle a wide range of financial services, 
and not just specialize in one or two. Self-service 
technology will be better integrated into the branches, 
making for a more consistent brand experience.

Schwarcz sees a greater use of video-conferencing 
kiosks located inside branches so that customers can 
talk to financial specialists not based in the branch. 
“Branch staff will be trained to help customers with 
more issues, and they will need to be able to help edu-
cate consumers on how to use technology while those 
customers are still in the branch.”

Lauri Giesen has spent more than 25 years writing 
about banking technology and payments for numerous 
business and financial publications. In the 1990s, she 
founded and edited Financial Service Online, a magazine 
covering Internet-based forays into banking and 
investment services.

employees may not return to the office after the pan-
demic ends. This could result in smaller foot traffic 
in urban center branches where the employees had 
worked and greater foot traffic in suburban or rural 
areas where employees live, Meara says.

Clarke also believes banks may need to rethink some 
of their strategies when it comes to serving rural areas 
and small towns. “Before, there was almost a race to 
not be the last bank in town. But banks need to look 
at rural branches, not just in terms of the P&L state-
ment, but in terms of their brand. What does closing 
branches say about the bank’s brand in terms of its 
commitment to these communities?” 

The use of technology and multi-skilled staff can 
often help banks lower their costs in rural branches, 

while still keeping a commitment and interest in the 
community, she says.

But whether we’re considering branches in small towns 
or urban centers, most of them will never look the same. 
And the COVID-19 pandemic will most likely have play- 
ed an important role in accelerating those changes. 

Additionally, investing in technology that brings more 
information to the branch staff will go a long way in 
helping branch personnel assist customers, Clarke 
says. Rather than only giving customers tools that 
they use at home to analyze their financial situation 
and determine a course of action, banks need to give 
those same tools to branch employees. Then, bankers 
and the customers can sit down together and view the 
customer’s situation with the banker making recom-
mendations, she adds.

But changes in branches won’t look the same in all 
places. The Celent study found that urban branch-
es suffered much greater traffic losses during the 
pandemic than suburban and rural branches did. Big 
banks also suffered greater losses than communi-
ty banks. Meara says this suggests that we may see 
some of the biggest transformations in urban branch-
es, particularly those of the big banks.

Additionally, many employment experts are now pre-
dicting that, since many companies have become 
used to having employees work from home, all their 
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Brand visionary Jean-
Pierre Lacroix considers 

the evolution of the branch 
and looks to its future.

Is your branch 
channel ready for 

Banking 4.0?
BY AMY GEORGE



’’
Banking 4.0 is 
moving to a truly 
customer-centric 
approach. If you are 
customer-centric, 
you don’t view every 
customer the same.
JEAN-PIERRE LACROIX 
SHIKATANI LACROIX DESIGN

Banking 3.0 saw the emergence of digital technology, 
and this is where banks are today. Banks are looking 
to tech to lower the cost of low-value transactions 
so they can focus on higher value, advice-centered 
transactions—things like loans, mortgages and 
wealth management. 

We’re heading toward Banking 4.0, which is moving 
to a truly customer-centric approach. If you are cus-
tomer-centric, you don’t view every customer the same. 
You establish a set of personas that represent differ-
ent unmet needs in the banking marketplace, and then 
you create what we call a “banking ecosystem” that 
provides those services to those specific customer per-
sonas. Banking 4.0 is all about curated services that go 
beyond banking, and this is where banks are struggling. 

This is important because banks have trouble differen-
tiating their products and services, because they’re so 
heavily regulated. And they are also vulnerable to fin-
techs, which are entering customers’ lives in a broader, 

F
ewer—and smaller—bank branches. A big- 
ger focus on financial advice. Customer-cen-
tric service. 

These are just a few predictions for the 
banking industry and the role of bank branches in 
a post-pandemic world. And they come from Jean-
Pierre Lacroix, president of Shikatani Lacroix Design 
(SLD), a Toronto-based design and brand firm. 

Read on to learn his top predictions as the industry 
emerges from the crisis of 2020. Responses have been 
edited for brevity and clarity.

BAI: PRIOR TO THE PANDEMIC, HOW  
WERE BANKS DESIGNING OR REDESIGNING  
THEIR BRANCHES?

JP Lacroix: Banks were right-sizing their branches. A 
lot of branches were built in the ’80s and ’90s and were 
7,000 to 10,000 square feet, which obviously doesn’t 
represent how consumers today shop for financial 
products. Banks have been downsizing branches to 
around 3,500 square feet. They’ve also been relocat-
ing their branches because populations have shifted 
to urban centers, and most branches were concentrat-
ed in high-density suburbs. 

The other focus has been on integrating technology, 
providing consumers with a seamless banking expe-
rience and the ability to bank wherever they want, 
however they want. Banks are now going paperless—
moving away from having consumers fill out forms 
for both onboarding and conventional savings and 
checking transactions. 

HOW DO THESE CHANGES FIT INTO THE  
LONGER HISTORY OF TRANSFORMATION  
WITHIN THE INDUSTRY?

There are four major phases that have happened in 
the banking industry, including one that is starting to 
occur now. 

Banking 1.0 was building trust with consumers as 
they transacted at city-centric or regional banks. This 
was at the turn of the 20th century. 

Banking 2.0, from the 1950s through the 1980s, saw 
established banks providing convenience through 
rapidly growing branch networks. Banks wanted to 
get closer to the customer, and digital didn’t exist. 
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’’
Biometric, facial 
recognition PIN 
security is coming 
in a big way. 
Customers don’t 
have to worry about 
a PIN pad; their face 
is their card.
JEAN-PIERRE LACROIX 
SHIKATANI LACROIX DESIGN

customers going to the branch, it allows 
those customers who go to the branch 
with an appointment to have a superior 
advisory relationship with their banker.

» There are going to be fewer branches. 
And the branches are going to be 
designed to be more representative 
of the trading area, with a sense of 
community and social responsibility. 

» You are going to see banks spend much 
more effort on financial education, 
perhaps through financial educational 
centers similar to Royal Bank of Canada, 
which built branches that are strictly for 
financial education, and not for selling any 
product or service. Consumers are going to 
this branch simply to learn or ask questions 
about a variety of topics. It’s shifting the 
perception that banks don’t provide financial 

more holistic way. It’s not just about selling financial 
products; it’s about offering financial advice and tools. 
Banks say they provide those services, but they’re real-
ly one directional. You have to go to the website. 

WHAT HAVE BANKS LEARNED ABOUT CONSUM-
ER BEHAVIOR DURING THE PANDEMIC THAT 
THEY DIDN’T FULLY APPRECIATE BEFOREHAND?

They realize that relationships matter and the human 
touch to banking remains crucial. They see the value 
in the branch network to build relationships with cus-
tomers and to get deeper into the lives of customers 
and their needs. 

Close to 63 percent of consumers in North America 
have a high degree of financial anxiety. That’s enor-
mous, and that anxiety is only being amplified by the 
pandemic. Take the savings rate in North America; it’s 
through the roof right now. People are saving for a 
rainy day because of high degree of anxiety about the 
future. Will they be able to pay their mortgage? Will 

they be able to retire comfortably? Will they be able to 
meet their tax burdens or send kids to school? 

HOW WILL THE PANDEMIC PERMANENTLY ALTER 
BANK BRANCHES GOING FORWARD?

We had a brainstorming session with some leaders in bank-
ing technology industry, and here’s what we discussed.

» Appointment-setting banking is here 
to stay. It’s made it so much easier for 
consumers to go to the bank. They don’t 
have to wait in line. They can identify 
the purpose of their visit, so the branch 
can advise ahead of time if they need to 
bring certain documents or information 
with them—and that eliminates a key 
banking pain point. This gives banks the 
opportunity to manage the interaction 
before the customer comes in. It also lets 
banks manage their resources and decide 
if the conversation the customer wants to 
have needs to be escalated to an expert.

» Touchless technology is going to continue 
to grow. Biometric, facial recognition PIN 
security is coming in a big way. Customers 
don’t have to worry about a PIN pad; their 
face is their card. It eliminates many friction 
points: forgetting a card at home, not 
wanting to touch a PIN pad that might have 
germs on it, or worrying that somebody 
might glimpse and steal a PIN, for example. 

» Another trend is going to be the growth 
of so-called advisory pods. The days 
of teller lines are coming to an end. 
Increasingly, bank branches have pods 
with cash recyclers. It allows for better 
engagement with the customers. With fewer 

Amy George is a freelance writer who lives in Charlotte, 
N.C. She has worked as a reporter and editor at The 
Associated Press and the Charlotte Observer, and in 
corporate communications at Wells Fargo.

advice and overcoming deficiency in the 
marketplace by going beyond the expected.

SINCE YOU’RE AN AVID READER, WHAT BOOKS 
CAN YOU RECOMMEND FOR THIS AUDIENCE? 
WHAT ARE YOU READING NOW?

People need to read or reread “Thinking, Fast and 
Slow” by psychologist Daniel Kahneman, which I just 
reread myself. Behavioral economics and AI are going 
to have a huge impact on how banks engage with their 
customers. I’m currently reading “The Positive Effect” 
by April Sabral, which is about women in leadership 
roles. And as for fiction, I’m reading Isaac Asimov’s 
“Foundation.” If you want to know about the future, 
read a lot of sci-fi.
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Build a ‘durable, crisis-proof 
digital-first strategy’ to excel 
when the next chapter begins.

3 steps for 
strengthening 
customer 
engagement 
post-COVID
BY CHRIS SAVIO



’’
It all begins with 
putting customers 
in the driver’s seat 
with a multichannel 
engagement 
approach.

B
ranches will be eventually open for business 
again, but the initial months of the pandemic 
served as a wake-up call about the need for 
financial services institutions to have digi-

tal-first customer engagement capabilities. Banks and 
credit unions learned (often the hard way) that their 
capacity to leverage and scale digital-first customer en-
gagement is essential for ensuring business continuity 
and a seamless customer experience (CX). 

For instance, at a time of crisis, policies and proce-
dures change rapidly, causing call center volumes to 
spike through the roof. Digital channels allow organi-
zations to keep up with all the changes proactively to 
inform customers looking for this information, limiting 
inbound traffic to traditional channels and freeing up 
front-line agents for higher-value conversations.

Looking back, it’s clear that financial services or-
ganizations that had invested in digital service 
transformation prior to the pandemic tended to out-
perform their more flat-footed rivals. Those that could 
quickly pivot and offload customer engagement to-
ward self-service tools and a centralized employee 
knowledge base had a big advantage, while digital 
laggards struggled to keep pace with customer ser-
vice demand. 

ACCELERATING DIGITAL-FIRST CX

The COVID-19 pandemic will end sometime, hopeful-
ly soon, but widespread digital adoption isn’t going 
away. The pandemic merely accelerated pre-existing 
digital trends that banks and credit unions had been 
adjusting to for years. 

Even before the pandemic, customers preferred the 
convenience of digital-first service provision. A 2019 
survey found that 73 percent of consumers preferred 
self-service over interactions with human agents. 
Today’s customers fully expect the ability to choose 
from a menu of digital banking options. The avail-
ability of these choices is part of what informs their 
customer experience. 

To a large degree, digital experience was customer ex-
perience in 2020, and there’s no reset button blissfully 
bringing us back to 2019. Customers have adopted 
more digital options across their personal lives and in 
the ways they interact with all businesses (online gro-
cery shopping was a big winner in 2020, for instance). 
Essentially, years of digital transformation was made 
in just a matter of months across industries.

For financial services institutions, the imperative is 
clear: build a durable, crisis-proof, digital-first strategy 
that delivers the high level of CX customers not only 
want, but expect.

3 STEPS FOR ACCELERATION

Give customers self-service options: It all begins 
with putting customers in the driver’s seat with a mul-
tichannel engagement approach that empowers them 
to do business with you 24/7 through their preferred 

channels. Any multichannel approach will require a 
centralized knowledge base at its foundation, one that 
your employees and your digital tools can access to 
drive service success for customers. 

You don’t need to build everything at once, especial-
ly since channels and customer preferences can be 
fluid. Build as you go and be ready to pivot and scale 
based on customer preferences gleaned from data. 
Agility is essential.

One major benefit of self-service tools, such as con-
versational chatbots, is that they get smarter as they 
engage more with customers. Self-service tools can 
also scale and be deployed across multiple channels 
to meet spikes in service demand. Start small, learn 
and scale success across your engagement channels 
and service organization. 

Use digital tools to anticipate customer needs: 
Self-service tools not only pull relevant content from 
your knowledge base to help improve customer en-
gagement, but also push knowledge back into that 
knowledge base, dynamically improving it. 
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tionships. Your employees, whether they connect with 
customers inside branches, over the phone or across 
digital channels, are a key part of emotionally engag-
ing your customers, building those long-term human 
bonds that sustain lifetime customer value. 

Digital-first does not mean digital only. Bank and 
credit union customers want a blend of humans plus 
technology, preferring each to do what each does 
best (technology for routine, fast transactions done 
24/7; humans for resolving complex issues and for 
when emotional intelligence is required). When a 
customer is confused and emotional (and money-re-
lated issues are almost always emotional), they’re 
likely to prefer a human agent or their local branch 
banker over a chatbot.

A centralized, always-updating knowledge base 
makes employees more efficient and boosts employee 
experience. Blending the genius of humans at building 
great customer relationships with the speed, accessi-
bility and convenience of digital tools is the present 
and future of digital-first CX.  

Your customers still expect great service that address-
es their needs. What’s changing in a post-pandemic 
world is how financial service organizations go about 
addressing customer needs. The answer is increas-
ingly through multiple channels with 24/7 digital-first 
engagement that ensures business continuity, builds 
human relationships and enhances service quality.

Self-service tools fueled by artificial intelligence (AI) 
can recognize patterns in customer behavior, identify 
trending topics and even make data-driven predic-
tions about future trends, thus prompting the creation 
of new knowledge base assets to better address 
evolving customer demands. 

Digital-first approaches thus empower financial 
services providers to proactively harness customer 
data, creating a continuous feedback loop to opti-
mize service provision.

Empower your humans: Despite COVID-19’s clear 
acceleration of digital-first customer engagement, 
banking will always be about building trusted rela-

Chris Savio is a product marketing manager for 
LogMeIn’s Remote Solutions Group. He helps shape the 
product direction and supports the development and 
implementation of the go-to-market plans for customer  
and employee facing engagement, support and  
AI-powered offerings.

Explore a post-COVID approach to 
Customer Engagement

Customers and members expect digital experiences, which 
are now standard across most industries. Widespread digital 
adoption isn’t going anywhere. Are you prepared to build a 
durable digital strategy that puts customer experiences first?

Customers and members expect digital experiences, which 
are now standard across most industries. Widespread digital 
adoption isn’t going anywhere. Are you prepared to build a 
durable digital strategy that puts customer experiences first?
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Consumer preferences suggest 
people and physical locations 

have a future for delivering 
specialized, high-touch services.

Don’t rush  
to write off  
the branch 

BY KARL DAHLGREN



’’
Each generation of 
banking customers 
has its own 
perception of what 
role the branch 
channel should play.

As for Gen Z, millennials and Gen X, they ranked social 
media as their top choice for learning about their finan-
cial services provider’s product and services offerings. 
The branch came in second for those three genera-
tions, higher than the boomers’ ranking of the branch. 
But it should not come as a surprise that Gen Z and 
millennials consider the branch an important channel.

As the younger generations’ financial lives mature and 
become more complex, they are more apt to turn to a 
human for advice and counsel, which is often served 

D
espite the spike in digital traffic amid the 
COVID-19 pandemic, the human-powered 
branch bank is not going away. Branches 
may reduce their footprints, they may re-

configure their designs, they may deploy a different mix 
of staff, they may offer a different portfolio of products 
and services, and there may be fewer of them. They are 
certain to change, but they will also endure. 

The challenge for financial services organization 
leaders is how to reimagine their branch networks. 
It will not be easy. Each generation of banking cus-
tomers has its own perception of what role the branch 
channel should play. And those customer needs and 
expectations are constantly evolving. Analytically 

focused organizations continuously review and ad-
just their offerings. Branch networks must adopt that 
data-driven methodology if they expect to stay agile 
enough to maintain and build market share.

Gut instincts about the shape of banking’s next nor-
mal will not suffice. Data always tells a better story, 
grounded in the facts. The need for analytics is 
greater now than it ever has been. It must drive your 
organization’s strategic choices, and it must happen 
now. Otherwise, your organization will be left behind.

The data can be surprising, even counter-intuitive. In 
the 2021 BAI Banking Outlook research, for example, we 
asked four generations of customers in 2020 how they 

prefer their primary financial services organization to 
contact them about product and service information. 

Conventional wisdom suggests that baby boomers, 
who have traditionally relied heavily on their branch to 
conduct their banking, would prioritize that channel. 
However, as branches temporarily closed or reduced 
hours during the height of the pandemic, boomers 
adapted by turning to digital channels product and 
service information. So perhaps that explains why 
they ranked the branch as their No. 3 channel for 
learning about product and service information. 

Of all generations, boomers had the longest runway 
when it came to embracing the digital channels. Social 
media was their No. 1 information channel; notification 
via mobile app was No. 2. So much for the notion that 
boomers are averse to messaging from social media and 
mobile channels. That is why analyzing the data—rath-
er than relying on gut instincts or conventional wisdom 
for guidance—will take on critical importance for lead-
ers when planning the future of a branch network.
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’’
Consumers across 
all generations said 
20 percent of their 
banking will be in 
the branch in the 
next three years. 

2020 BAI SURVEY

according to our survey, are beginning to add more 
specialized roles. Forty-three percent have a personal 
banker/s; 38 percent are staffed with a universal bank-
er/s; 37 percent have a commercial banker/s; and 26 
percent have a small business specialist/s.

Savvy financial services leaders recognize that 
branches can no longer provide only simple trans-
actions. They should be centers of more high-value 
activities. Sophisticated services that are provided 
on a face-to-face basis can build customer bonds and 
enhance the brand. 

up in the branch. In essence, each generation begins 
to emulate the behavior of the next-older generation 
as they advance in their life stages. For example, Gen Z 
and millennials might visit a branch for an explanation 
of a 5/1 adjustable-rate mortgage, or they might have 
a question about putting their money into equities 
versus a fixed-income fund. The focus at the branch is 
becoming more consultative than transactional.

When we asked millennials to project their channel us-
age over the next three years in our most recent BAI 
Banking Outlook research, 22 percent said the branch 
will be their preferred channel, only slightly behind 
online (25 percent) and mobile (24 percent). By com-
parison, 23 percent of boomers said the branch will be 
their preferred channel by 2023. Somewhat surprising-
ly, 34 percent of boomers said online will be their top 
channel by 2023—the highest of any generation. Only 
10 percent of boomers indicated mobile will be their top 
channel. The other channels included in that survey 
question were drive-thrus, ATMs and contact centers.

In a 2019 BAI survey, consumers across all gener-
ations said 17 percent of their banking will be in the 
branch in the next three years. When we asked that 
same question in 2020, that figure rose to 20 percent, 
suggesting a slight increase in anticipated usage of 
branch services.

In the 2019 survey, consumers said 27 percent of their 
banking will be conducted via the mobile channel 
in three years. In the 2020 survey, that percentage 
dropped to 20 percent. The channel that had the high-
est anticipated usage in the 2020 survey was online. 

Rounding out the 2020 survey, ATMs weighed in at 
No. 4 at 16 percent; drive-thrus were No. 5 at 14 per-
cent; and contact centers were No. 6 at 8 percent. The 
total mix projected in 2023 is 59 percent digital chan-
nels (mobile, online, ATMs) versus 41 percent human 
channels (branch, drive-thru, contact center).

Striking the right channel mix over the next three years 
will require financial services leaders to be extremely 
market sensitive. Branches will need to be modified 
at a faster pace than in the past and in accordance 
with what the individual markets require. Branches, Karl Dahlgren is managing director of BAI.

More than ever, leaders cannot rely on their branches 
to keep doing what they have always done. They will 
need to continue to evolve, and the data will provide 
the insights on how differently branches must be po-
sitioned, designed and staffed.
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Lessons from the past year point 
toward the increasing importance 
of ATMs and other access points 
outside the branch.

Reimagining 
the hub-and-
spoke model
BY MICHAEL HAFER



’’
The ATM is not just 
a service delivery 
vehicle, but rather 
an important part of 
the sales funnel that 
helps to efficiently 
acquire and retain 
customers.

At the same time, the longer term trend of net branch 
reduction picked up significantly, with 2,117 locations 
being shuttered during 2020 and into 2021, according 
to S&P Global Market Intelligence. That’s the equivalent 
of a top-seven bank (by number of branches) ending 
lobby service in communities across the country. 

But as ATMs became the new workforce, channel 
weaknesses were illuminated. Long dependent on 
branch personnel to manage on-site ATMs, some in-

stitutions were forced to quickly outsource services. 
In addition, the value of participating in an off-prem-
ise, surcharge-free network became apparent, as 
consumers looked for safe places to access their cash. 

THE ATM CHANNEL GETS A CLOSER LOOK

Financial institutions were reminded of the fact that 
ATMs are a known and reliable channel that customers 
feel comfortable using. Now, many financial institu-
tions are re-examining their ATM fleet to determine if 
it meets the demands of their new macro-distribution 
strategies. And if it doesn’t, how do they get there? 

A key takeaway from institutions’ pandemic response 
is that, while the ATM can serve as a backup to or 
replacement for the branch, it must do more than 
simply dispense cash. It must be managed as the mis-
sion-critical device that it is. In some cases, this could 
mean transitioning to a full interactive teller machine 
(ITM) with elongated service hours, which can soften 
the blow of branch closures. In other cases, expanding 
the availability of ATMs that can take cash deposits 
has taken on new importance. 

For many institutions, the ATM is not just a service 
delivery vehicle, but rather an important part of the 
sales funnel that helps to efficiently acquire and 
retain customers. As a branch substitute, the ATM 
provides robust marketing opportunities, wheth-
er placed in local stores or drive-up locations. The 
ATM can be seen as a force multiplier of the branch 
network, maintaining brand presence and service 
delivery in many more locations.

Financial institutions need to shift resources to more 
efficient channels, such as the ATM, as they seek to 
expand their market presence, compete with upstart 
challengers and deliver engaging digital-banking 
experiences. For some institutions, branches will be 
reconfigured to become sales centers, advice centers 
or even neighborhood destinations and co-working 

O
ne year ago, as the coronavirus crisis 
forced the closure of thousands of bank 
branches across the country without 
warning, self-service suddenly became 

the only service. When retail bank branch hubs went 
dark, the focus shifted to an institution’s array of 
spokes—from call centers to online banking tools and 
delivery services. Many institutions found their ATM 
channel was the only physical access point for con-
sumers anxious to access cash or make deposits.  

spaces, while the ATM takes on core physical bank-
ing needs, such as cash delivery and deposit-taking, 
while also keeping the financial institution’s brand 
top of mind. 

THE INCREDIBLE SHRINKING BRANCH

The past year has shown financial institutions that 
customers can be well-served outside the tradition-
al, large branch footprint. For example, bankers are 
asking themselves about delivery options beyond 
building a new branch. Could a digital-first strategy 
that combines a killer mobile app with a robust ATM 
network serve their customers effectively and allow 
them to compete in new ways?

For those institutions with branch rationalization 
strategies, there is growing interest in outsourcing 
to ATM channel experts who can fill in the gaps for 
cash access and fleet management. This strategy of-
ten includes membership in a surcharge-free network 
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and/or branding non-bank ATMs in retail locations to 
provide surcharge-free access to customers where 
they already shop. We can already see that larger 
institutions are moving forward with lighter branch 
footprints and then backfilling with other service 
channels, including free-standing ATMs and branded 
off-premise devices.

This reimagining of the old hub-and-spoke model 
could include branches that provide cash access ser-
vices solely via ATM assets, often deployed far from 
the branch and closer to the daily activities of con-
sumers and small businesses.

LAYING OUT A NEW ROADMAP

As we emerge from the pandemic, we will see in-
vestments continue to grow in the digital services 
space—not just for efficiency’s sake, but also because 
banks and credit unions will have to think of better 

Strategic Certainty In an Uncertain World
Cardtronics provides stable, secure, high-availability ATM services built on a one-of-a-kind 

network. In an age defined by uncertainty, your self-service channel should never be in 
question. On-demand ATM services from Cardtronics… your ATM challenge solved.

ways to retain existing customers as those custom-
ers are offered digital financial services from nascent 
market entrants. 

In addition, as staffing levels change and are more 
directed to revenue-producing activities, institutions 
will be looking to repurpose staff away from expense 
centers, like ATMs. This sets up branch operations 
to become less involved in running ATMs and more 
focused on maximizing revenue-producing products 
and services. We can already see these changes 
taking place, as the larger banks and fintechs set 
consumer expectations for the future of banking. 
We know, based on consumer preferences, that this 
expectation includes access to large fleets of widely 
distributed ATMs that are convenient, have advanced 
features and are fee-free. 

One year into the pandemic, customers have adopted 
new behaviors and raised the bar for what self-service 
should look like going forward. The competition intro-
duced by fintechs is accelerating these trends, as is 
the increase in mergers and acquisitions. The need 
for cost efficiencies is more critical than ever, and is 
motivating institutions to look for ways to implement 
changes without increasing capital costs. 

The hub-and-spoke model, with services centralized 
in a physical branch, is giving way to a new mod-
el, where services are delivered through alternative 
channels, which means the ATM fleet is more import-
ant than perhaps it has ever been. 

Michael Hafer is executive vice president of product 
and market solutions, North America, at Houston-
based Cardtronics, the world's largest non-bank ATM 
operator and a leading provider of fully integrated 
ATM and financial kiosk products and services.
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Why the magic of immediate issuance is 
an important trick to have up your sleeve 

as the in-branch experience evolves.

Is this  
your card?

BY NICOLE MACHADO



’’
Consumers in 
today’s on-demand 
economy don’t 
expect to wait for 
much of anything, 
especially for access 
to their money.

T
he rise of digital self-servicing tools has 
affected the way financial institutions in-
teract with their customers in the branch. 
Yet, despite the fast-changing technology 

landscape, branch banking continues to be important 
to both consumers and financial institutions. 

As financial institutions re-evaluate their branch-po-
sitioning strategy to facilitate more meaningful and 
profitable engagement, instant card issuance offers 
an appealing opportunity for branches to remain rel-
evant while meeting—and exceeding—the customer 
experience today’s consumers expect. 

Many transactions no longer require a trip to a branch, 
as consumers conduct more banking via their smart-

phone, computer or other digital device. But financial 
institutions still need customers to visit branches—
and customers still desire face-to-face interaction 
with their institution. 

In light of this, financial institutions should view 
branches not as transactional business centers but 
as relationship-focused customer experience stores. 
This requires restructuring in-branch, in-person strat-
egies to meet new consumer needs. 

The branch is a critical engagement opportunity, 
making each transaction there vitally important. In-
stant issuance provides the perfect opportunity to 
encourage in-person interactions while delivering the 
ultimate cardholder experience. 

CONVENIENCE IS KEY

The ability to receive a replacement debit card in-
stantly by visiting a branch is critically important 
to customers. Instant card issuance offers a highly 
effective way to deliver on a key consumer desire: con-
venience. After all, consumers in today’s on-demand 
economy don’t expect to wait for much of anything, 
especially for access to their money. 

While it used to be a “nice-to-have” perk, instant card 
issuance has rapidly become an expected practice for 
financial institutions. Already, thousands of financial 
institutions have jumped at the opportunity to offer 
instant issuance as part of their overall business strat-
egy. Projections illustrate at least one competitor in any 
institution’s branch footprint will have instant issuance, 
giving those institutions a competitive advantage.

The unfortunate reality is, if you don’t offer instant 
issuance, you’re behind the curve. Worse, by making 
customers wait to receive a card in the mail, you’ve al-

ready compounded the problem by inviting a negative 
customer experience before the customer even enters 
the branch, and you’ve lost an opportunity to deliver 
an outstanding customer experience. Instant issuance 
provides three significant benefits that help create an 
experience worthy of your customers and your finan-
cial institution’s brand:

Deliver a superior customer experience 

The ability to instantly replace a lost, stolen or com-
promised card is far more important than getting 
one at the account opening stage. Being there for 
customers in their moment of need is a fantastic ad-
vantage and an ideal way to deliver an outstanding 
customer experience. 

Think of what it means for customers to know you 
instituted instant issuance so they could enjoy unin-
terrupted card use and protection against potential 
card compromise or card fraud. By doing so, you 
reassure them you are committed to helping them 
meet those needs. 

With instant issuance, you save the day. Without 
instant issuance, you are at a competitive disadvan-
tage—especially if the financial institution across the 
street offers it. 
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spot in customer wallets, by placing a ready-payment 
tool directly in their hands. 

When customers walk out of your branch with their 
newly issued (and, possibly, activated) debit or credit 
card in-hand, you’re closer to maintaining that coveted 
top-of-wallet status, a status more difficult to achieve 
using a standard 10-day card mailing. Customers oth-
erwise must wait days for a new card to arrive, adding 
a level of friction to an already stressful experience. 

The bottom-line effect is significant: Over a 45-day 
period, instant issuance cards outperformed mailed 
cards by 53 percent. By failing to provide instant is-
suance, a financial institution loses revenue each time 
the customer is forced to use an alternative method of 
payment while waiting for their card. 

While the global pandemic and social distancing guide-
lines contributed to a decrease in branch traffic, the 
branch is not going away. Branches are still important 
even in a digital, self-service world because there re-
mains an ongoing need and desire of consumers for 
in-person, human interactions for certain issues. 

But financial institutions must reinvent the branch 
strategy to stay competitive and relevant, elevat- 
ing the priority of the customer experience. Instant 
card issuance delivers an effective way to take  
advantage of the brand-building effects of face-to-
face interactions, while also increasing card activation 
and usage. 

Support in-branch interactions

Instant card issuance delivers the rare opportunity to 
have face-to-face interactions with your customers. In 
fact, consumers expect a higher value of service when 
they visit the branch, according to a five-year trend 
forecast by Mordor Intelligence. Build on that excel-
lent customer experience of providing them a card, 
for example, by walking them to the ATM to activate 
the card (if necessary), while also helping ensure they 
start using the card right away. 

In-branch instant card issuance also offers the 
opportunity to cross-sell other card benefits or prod-
ucts and provide education by teaching customers 
how to load their newly issued card to their mobile 
wallet, for example.

Increase card transactions, activation and usage

Instant card issuance is a valuable tool for financial 
institutions to acquire and maintain the lead payment 
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Simply, tap and go.

Contactless card technology offers consumers the 
convenience, speed and safety they now demand.
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Nicole Machado is the executive director of card 
services for Harland Clarke. She is responsible for the 
overall strategy and operations of Harland Clarke’s 
card business, which includes card manufacturing, 
central issuance, instant issue and prepaid solutions.
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