
Plotting the 
future of digital 
banking

BAI Banking Strategies

EXECUTIVE REPORT

NOVEMBER 2022



The future of digital banking 
is the future of banking

In many ways, the future of digital banking is really the future of banking. The dramatic up- 

swing in the use of online and mobile channels during the worst of the pandemic is persisting 

as a trend.

Even so, preliminary findings in the latest BAI Banking Outlook survey indicate that, while cus-

tomers across the generations have embraced digital banking, they want easier ways to develop 

a relationship digitally and more comprehensive customer support. These shortcoming are not 

lost on bankers, who tell us that the digital customer experience is one of their top concerns 

heading into 2023.

We examine the future of digital banking in this month’s Executive Report.

Our lead article from contributing writer Ed Lawler takes a wide-angle approach to the ques-

tion that ventures as far out as the metaverse, the still largely speculative virtual world whose 

real-life denizens these days skew heavily toward those in the gaming community. Closer to 

our physical realm, he looks at what the growing embrace of digital currencies might mean for 

banks and bankers.

The big thinking going on with the metaverse and crypto is something of a departure from 

digital banking’s incremental approach to advancing and improving their offerings, according to 

one of the industry watchers whom Lawler spoke with. Both technologies have the potential to 

be powerful digital disruptors over a longer time frame—if banking institutions can figure out 

how to efficiently develop personalized customer experiences.

Another personalization element also expected to advance is facial recognition in the branch—

this technology is already being used effectively in Asia. “You can go to a vending machine 

there and use your face to transact the payment,” a design expert tells Lawler. “Your face is 

your wallet.”

Technology drives much of the conversation around digital banking, and part of that conver-

sation is the ambitions of technology giants such as Apple and Amazon—will they be content 

to continue making money partnering with institutions, or will they try to use their expertise 

with data to move into lead roles—particularly with younger Americans—to claim more of the 

revenue stream? 

Contributing writer Lauri Giesen speaks with bankers and other industry watchers to gauge 

how concerned banks and credit unions should be about possibly being bigfooted by cash-rich 

Big Tech. Some say the tech companies won’t want the regulatory headaches, while  others say 

the foothold they already have in payments and card issuance portends more of a land grab in 

the future.  

For this month’s BAI Q&A, I speak with one of my colleagues, Isio Nelson, about a new BAI re-

search program called Digital Funnel Pulse that offers insights on how banks and credit unions 

can improve their digital account opening processes and, in doing so, increase the applicant 

pull-through rate. 

He says the DFP research has identified two key leaks in the digital funnel, both of them related 

to friction: an overly complicated online application, and an overly arduous authentication pro-

cess. Both contribute to an estimated 70% abandonment rate that pushes up acquisition costs.

Also in this month’s Executive Report, all from Bottomline Technologies: 

» Adjusting to the speed and scale of change: Jessica Cheney tells us that the slowing 

pace of new business formation will push banks and credit unions to find other ways to 

grow in the coming year. She says keeping up with the pace of digital transformation, 

particularly in payments technology, should be a strategic imperative, and that banks 

should assume open banking will come into its own in 2023 and plan accordingly.

» Customer retention is banking’s moment of truth: Rodney Nilson writes that the 

coming months will present a challenging test of retention capabilities for the banking 

industry, with success defined by how well institutions engage customers and measure 

the results. In his view, the priorities come down to using data to inform strategies for 

identifying potential churn and optimize targeting.

» How digital banking can find a new competitive level: Dan Peacock interviews his 

colleague Paul Savage about how banks can better compete in the digital business pay-

ments space. The conversation centers on purpose-built solutions for small and midsize 

businesses, which Savage says tend to have different needs from larger business and 

consumer markets that attract the most attention from payments innovators.

We hope this Executive Report provides value that you can apply to your efforts to prepare for 

the future of digital banking. Feel free to email me to let me know what you think.

LETTER FROM THE EDITOR

BY TERRY BADGER, CFA 

tbadger@bai.org

Terry Badger, CFA, is the managing editor at BAI.
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eer over the horizon, and you may find 

bankers and their customers routinely 

doing business in the metaverse—the 

immersive 3D digital environment—

or frictionlessly transferring funds in 

real time with some form of digital currency.

Those are just two of the near-term digital in-

novations that three banking experts foresee 

transforming the financial services industry.

The future of digital 

banking may be just 

over the horizon

“As banks think about digital banking, the mo-

bile app is where most banks are focused today,” 

says Lamont Black, associate professor of finance 

in the Driehaus College of Business at DePaul  

University in Chicago. “But we have to go beyond 

that to these more immersive experiences, and the 

metaverse is one example of that.”

Black, a former economist for the Federal  

Reserve Board of Governors in Washington, says 

The metaverse and other innovations hold considerable 

promise for the financial services industry.

BY EDMUND LAWLER

P
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Black doesn’t believe fast-emerging digital bank-

ing technologies will come at the expense of 

human interaction. “Too many bankers view tech-

nology and relationships as oil and water. But they 

are complementary,” he says. “Banks are getting 

better at building that kind of personal experience 

into a digital environment.”

Design visionary Jean-Pierre Lacroix, pres-

ident of branding and design firm Shikatani 

Lacroix in Toronto, shares Black’s belief that 

the metaverse holds great promise for financial  

services organizations.

“Banks are already dabbling in the metaverse,” 

Lacroix says. “They need to view it as a chan-

nel, much like mobile or online. But they need to  

think about digital banking,” he says. “Bitcoin 

introduced the idea of peer-to-peer electronic 

cash to transfer value from one person to another 

using a network—in this case a blockchain—rather 

than going through a financial intermediary.”

Banks have considerably improved their digital 

channels and digital services in recent years, 

he says. “But a lot of that has been incremental 

change: improving the user interface and improv-

ing user experience. I see a more fundamental 

shift to moving money frictionlessly on the inter-

net in real time, whether that is bitcoin or some 

other form of digital currency. That’s going to be 

transformative.”

the metaverse has the potential to drive richer, 

more productive customer conversations than the 

current model of people staring at each other on 

a flat screen. “That may be three to five years in 

the future, but there are certainly many banks and 

credit unions exploring the metaverse right now 

so that they can position themselves for these 

changes.” 

Black, whose recent research has focused on dig-

ital assets, points to an acceleration in the move 

toward digitalizing money.

“Cryptocurrency, which emerged with bitcoin in 

2008, introduced a paradigm shift in the way we 

approach this channel differently than they would 

do mobile or online as these virtual commun- 

ities emerge.”

Lacroix also expects to see emerging digital tech-

nologies such as robotic greeters in branches. 

“The first thing bankers cut are the greeters,” he 

says, noting that banks in China have been using 

robots to welcome and direct customers for sever-

al years. But the concept is new to North America 

LAMONT BLACK 

DEPAUL UNIVERSITY

JEAN-PIERRE LACROIX 

SHIKATANI LACROIX
“A lot of [the improvement 

in digital channels 

and services] has been 

incremental change: 

improving the user 

interface and improving 

user experience. I see 

a more fundamental 

shift to moving money 

frictionlessly on the internet 

in real time, whether that is 

bitcoin or some other form 

of digital currency. That’s 

going to be transformative.”

LAMONT BLACK, DEPAUL UNIVERSITY

http://bankingstrategies.com
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Bankers have to make sense of the noise to re-

spond more quickly.”

In response to the crisis, Kanevski expects a burst 

of fraud-protection innovation to roll out over the 

next 12 to 18 months. “Bankers will make their bets 

in the next year to year and a half as to where they 

are going to go with fraud protection and with 

whom they plan to invest.”

There is an onslaught of new fraud coming their 

way. They need to respond much more nimbly to 

the dynamic of what’s in front of them. They can’t 

wait 30, 60, 90 days to change their procedures. 

They must change them daily or hourly. That is a 

very different dynamic.”

Kanevski, who recently spent six weeks speaking 

to banking executives around the country, says his 

audiences were eager for solutions to help them 

respond to the growing threats and ever-evolving 

forms of fraud. “They’re saying, ‘We need a tech-

nology that can help me respond more quickly.’ 

and will be useful in giving customers a sense of 

direction as more banks turn to universal bankers 

instead of having customers queue in teller lines.

“It’s a sensitive topic, but facial recognition for 

personalization will continue to accelerate in the 

next couple of years,” Lacroix says, adding that  

China has been a bellwether in that area too. “You 

can go to a vending machine there and use your 

face to transact the payment,” he says. “Your face 

is your wallet.”

Security is an overriding concern of bankers and 

their customers in this era of digitalized banking, 

according to his firm’s research. Lacroix says new 

anti-fraud technologies must immediately address 

those concerns.

From his office in Boston, Gregory Kanevski, 

global head of banking for ServiceNow, says that 

because of the pandemic, banking customers are 

much more open to purchasing online and via 

mobile, and that those digital transactions have 

greater potential for fraud.

“Fraudsters are very well funded. They are not 

regulated. They don’t have the bureaucracy of pro-

grams and institutions,” Kanevski says. “They are 

more nimble, and they can be more flexible than 

any banking institution.”

He says the pandemic and its aftermath are forcing 

bankers to “modernize the way they look at fraud. Edmund Lawler is a BAI contributing writer.

“There is an onslaught of 

new fraud coming [bankers] 

way. They need to respond 

much more nimbly to 

the dynamic of what’s in 

front of them. They can’t 

wait 30, 60, 90 days to 

change their procedures. 

They must change them 

daily or hourly. That is a 

very different dynamic.”

GREGORY KANEVSKI, SERVICENOW

GREGORY KANEVSKI 

SERVICENOW

http://bankingstrategies.com
https://www.linkedin.com/in/edmundlawler/


ankers have long kept a wary eye on 

Big Tech, and for good reason. Apple, 

Google, Amazon and Microsoft have 

all offered financial services products 

to consumers, sometimes directly and 

sometimes through banks or credit unions.

“The technology giants have certainly offered 

innovative, elegant products, and there is the  

potential for them to become even more inter-

ested in financial services,” says Nicole Lorch, 

president and COO of Fishers, Indiana-based First 

Internet Bank.

But while there’s no doubt that Big Tech players 

are getting into the financial game, is their interest  

a threat to banks? Will they in the future go more 

directly to offering services on their own? And if 

they collaborate with banks, will consumers asso-

ciate the product benefits with the tech companies 

rather than the banks? Would that perception af-

fect consumer loyalty?

There’s no consensus among industry observers 

on whether Big Tech’s actions have lived up to 

the hype. Bob Ruark, principal of financial services 

strategy and fintech leader of KPMG U.S., says 

tech companies don’t want to become financial 

services companies but rather want to partner 

with them. The headache of regulation alone caus-

es them to be cautious in their involvement in the 

financial space.

Big Tech: Opportunity 

or threat?
As major technology players increasingly enter the financial services 

space, banks and credit unions are assessing the potential impact.

BY LAURI GIESEN

B

NICOLE LORCH 

FIRST INTERNET BANK

BOB RUARK 

KPMG
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PAUL WASHINGTON 

COGNIZANT

so they don’t want the perception of being a bank,” 

he says.

But some see a real threat. For example, Lorch 

says time will tell. “I’m not sure how committed 

they are to this market,” she says. “I definitely see 

a potential threat, but at the same time it is not 

clear whether they will get into financial services 

directly and stay in.”

Still others, such as Paul Washington and Gaurav 

Bose of Cognizant, believe that Big Tech has al-

ready invaded banks’ turf, particularly in providing 

services to the unbanked and to small businesses.

Apple’s announcement in mid-October that it 

would partner with Goldman Sachs to offer sav-

ings accounts has Bose curious about Apple’s 

intentions. That partnership allows Apple Card 

holders to deposit cash into a high-yield savings 

account held by Goldman Sachs and manage their 

savings directly in Apple’s wallet app. 

Bose, chief product architect for banking and fi-

nancial services at Cognizant, notes that several 

years ago, when Apple introduced Apple Pay, fi-

nancial services firms still played an important role 

because they issued the cards that were central to 

the payment.

Most tech companies do 

not want to go through the 

effort of getting licensed 

as a bank and dealing 

with related paperwork 

and compliance issues. 

Partnering with banks 

allows tech companies 

to focus on core systems 

and let banks deal with 

compliance. That provides 

an opportunity for banks 

rather than a threat.

“Once Apple got volume, it became more ac-

tive in financial services,” says Bose, noting that  

Apple’s early direct-to-consumer financial offer-

ings were the Apple credit card and its installment 

lending. The company’s latest deal with Goldman 

Sachs provides additional evidence that Apple is 

interested in this space. Bose notes that about 

one-third of iPhone users now use Apple Pay—

giving Apple a huge customer base to market 

additional services to.

In addition to the large customer base, Apple and 

other tech companies have huge databases of 

knowledge about consumers that they can lever-

age, Bose says. 

“Their plan is to provide information and tech-

nology to support bank offerings,” Ruark says. 

He notes that most tech companies do not want 

to go through the effort of getting licensed as a 

bank and dealing with related paperwork and com-

pliance issues. Partnering with banks allows tech 

companies to focus on core systems and let banks 

deal with compliance. That provides an opportuni-

ty for banks, he argues, rather than a threat.

Ruark also says tech companies do not want 

shareholders and investors to perceive them as 

financial services companies. “Banks’ pricing mul-

tiples are much less than those of tech companies, 

http://bankingstrategies.com
https://www.linkedin.com/in/paul-washington-9280b01/
https://www.linkedin.com/in/g-gaurav-bose/
https://www.linkedin.com/in/g-gaurav-bose/
https://www.cognizant.com/us/en
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“It’s often difficult for 

community banks to 

compete. These tech 

companies can provide 

innovative offerings that 

community banks cannot 

always adopt effectively, and 

they may feel threatened.”

NICOLE LORCH, FIRST INTERNET BANK

Lauri Giesen is a BAI contributing writer.

companies through processors such as Fiserv or 

Jack Henry. Bose adds that banking consortia of-

ten provide smaller banks with an opportunity to 

partner with tech companies as part of a group.

Big Tech has a particularly strong impact on young 

people, Washington says. “Big Tech has become 

a big part of their lives,” he notes. “They wake up 

every morning and ask Google what is going on, 

and Facebook records every aspect of their lives.”

In addition to Apple, Amazon is a company to 

watch, Bose says, particularly with regard to 

small-business banking. Amazon has been able to 

support the small businesses that operate on its 

e-commerce platform by underwriting loans, he 

While banks have also done a good job of gath-

ering data on their customers, they can’t always 

organize and retrieve the data in a meaningful 

way. “Big Tech companies know a lot about our 

aspirations,” adds Washington, Cognizant’s senior 

director for banking and financial services. “They 

know what we want to buy and what is going on in 

our lives that might affect future purchases. It be-

comes the banks’ job to tell us if we can afford it.” 

Despite the potential for growth, some technology 

companies have exited financial services shortly 

after entering, leaving bankers confused about 

their long-term intentions. For example, Lorch 

worked with Google on a forum that helped cus-

tomers find mortgages. “It was a great success for 

explains. This lending could eliminate the need for 

small businesses to secure bank loans. 

And even with bank partnerships, tech companies 

can use data and insights into consumer behavior 

to develop attractive offerings to gain consumer 

appreciation. “The customers care about ease of 

use and the experience,” Bose says. “If the tech 

companies can give them compelling offerings, 

the banks are now in the background.”

us. Google passed on potential mortgage appli-

cations that were high quality,” Lorch says. “Then 

without any fanfare, they discontinued the offer-

ing. The extent to which they are committed to 

this market is uncertain.”

An additional concern for community banks could 

be that the Big Tech companies tend to partner 

with large national banks that have the resources 

and scale to attract technology companies. This 

could leave community banks out in the cold. 

“It’s often difficult for community banks to 

compete. These tech companies can provide in-

novative offerings that community banks cannot 

always adopt effectively, and they may feel threat-

ened,” says Lorch.

Ruark believes community banks have an opportu-

nity to partner with technology companies, but not 

always through direct partnerships. He believes 

many small and midsize banks can work with tech 

http://bankingstrategies.com
https://www.bai.org/research/bai-banking-outlook/digital-acceleration-in-banking/
https://www.linkedin.com/in/laura-giesen-721b82130/


etting a would-be digital banking 

customer to start applying for an 

account is, relatively speaking, the 

easy part. Much tougher is getting 

that same person to finish that 

application: Research shows that up to 70% of 

applicants bail out before they get to the signa- 

ture line.

Fixing the top of 

the digital funnel

G

Findings from a new BAI research program offer insights on how banks 

and credit unions can improve the account-opening process.

BY TERRY BADGER, CFA

BAI recently launched a new program called  

Digital Funnel Pulse to help financial institutions 

understand their top-of-funnel conversion metrics 

for deposit applications that result in open and 

funded accounts, and to allow them to compare 

their outcomes to industry peers. 

We spoke with Isio Nelson, head of client engage-

ment in BAI’s research division, about insights that 

9
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that wasn’t the right way to do it. The number of  

questions and the relevance of those questions of-

ten turned into friction that frustrated customers 

and led many of them to abandon the applica-

tion. The second leak is related to authentication. 

There’s a balancing act where banks want to put 

some friction into the application process to try to 

thwart fraudsters, but many times that friction to 

authenticate gets too difficult for the good cus-

tomers who are simply trying to open an account. 

The implications for banks are in their yield. If 

1,000 people start applications but only 30% actu-

ally fund accounts, that means they have to drive 

more people to the site, leading to higher acquisi-

tion costs. Then you start comparing this cost to  

acquire with generally lower-quality online ac-

counts in terms of revenue they generate, and you 

the new DFP program is yielding for U.S. bank- 

ing institutions to fine-tune their digital applica-

tion processes. 

The interview has been edited for length and clarity.

BAI: What have you discovered regarding some 

of the key reasons for high abandonment rates, 

and what impact does it have on banks?

Isio Nelson: There are two key leaks in the digital 

funnel that we’re seeing. The first is the customer 

experience—as banks basically took their off-

line forms and put them online, they found out 

quickly see that you’re upside down on many on-

line originations.

What else have banks learned about their appli-

cation processes when participating in Digital 

Funnel Pulse?

Well, most have learned that they’re not alone. 

When they were looking at the numbers, they were 

thinking that they were failing and they were trying  

to figure out what they did wrong. When they 

look compared to other peers, some found out 

that they’re actually doing better and that im-

provements that they’re making are building their 

yield. I think they’ve also learned how immature 

their data tracking and capabilities for the up- 

funnel data are. There are a lot of complexities in 

the application process that require extra meta-

data and careful analytics to pull through in order 

to get real insights. Ultimately, they are learning 

about what parts of the onboarding process they 

need to fix for new and existing customers. 

ISIO NELSON 

BAI

“There are a lot of 

complexities in the 

application process that 

require extra metadata and 

careful analytics to pull 

through in order to get real 

insights. Ultimately, they are 

learning about what parts 

of the onboarding process 

they need to fix for new 

and existing customers.”

ISIO NELSON, BAI

http://bankingstrategies.com
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Terry Badger, CFA, is the managing editor at BAI.

You’re saying the top of the digital funnel is 

hard to convert, and also that the quality of 

customers who come through digital channels 

is lower. How do these findings impact the push 

toward digital-first?

Obviously, digital is not going away by any means. 

But instead of thinking about digital as a re-

placement channel, it needs to be thought of as 

a complementary channel. The branch is still very 

valuable for the bank and the consumer. Pre-

COVID, we saw consumer digital originations in the 

low teens. Then during COVID, it spiked all the way 

up to 60% of originations, but now it’s back down to 

around 30%. Consumers want that personal touch. 

They need advice and even orientation about how 

to get value from the digital channels offered by 

the banks. There’s always going to be digital-only 

customers and it will grow over time, but right 

now it’s still a minority of people. So if banks do it 

right, they can have more engagement with more 

customers if they personalize the onboarding ex-

perience to the digital level that’s appropriate for 

the consumer originating the account.

We’ve been talking about consumer banking, 

but do the same digital trends also hold for 

small businesses?

Small business is following the same path as con-

sumer, but I would say that they’re two to three 

years behind. Part of that is due to investments 

going to consumer first, and another part is the 

Paycheck Protection Program being the priority 

for small businesses early in the pandemic. There’s 

also some lag due to the complexity of some small 

businesses in their structure—sole proprietorships  

and partnerships and LLCs all have different types 

of applications. Online origination is only in the 

high single digits, but some recent survey data 

suggests that small-business owners want to do 

more online. But because of the complexities, I 

think we’re still a few years away from any type of 

real scale.

Now that banks have begun to digest the data, 

is this a one-time fix or is this more of an itera-

tive process?

For sure, it’s not a simple fix. Most banks are try-

ing to improve one part of the funnel at a time to 

see which improvements yield the most. So we’ll 

go through what I call the four F’s: fill, fraud, fund 

and further expansion. For the fill side, banks are 

working with better consumer experiences, in-

cluding pre-fill dynamic questions and recognizing 

current customers for different application fill 

requirements. For fraud, banks are finding better 

ways to authenticate, including ID capture, selfies 

and various authentication tools. For funding, the 

banks are working on steps to allow consumers to 

fund accounts immediately, but still capping that 

exposure. And further expansion—personalizing 

the digital experience in a way that doesn’t come 

across as robotic or saturate your customer with 

messages. It’s such a critical component for banks 

to digitize, and you might think it would be easy, 

but it’s actually difficult. 

“Online origination is only 

in the high single digits, 

but some recent survey 

data suggests that small-

business owners want to do 

more online. But because 

of the complexities, I think 

we’re still a few years away 

from any type of real scale.”

ISIO NELSON, BAI

http://bankingstrategies.com
https://www.linkedin.com/in/terry-badger-cfa-666a7b8/
https://www.bai.org/banking-strategies/


usinesses of all shapes and sizes will 

be working toward the constant, all-im-

portant goal of revenue growth as 2022 

comes to a close. In the U.S. at least, 

new-business growth continues, albeit 

at a slower pace than the scorching startup rate of 

2021. And all of these businesses share one basic 

operative need: to make payments and get paid. 

This all adds up to opportunity for commercial  

banks, but supply chain issues and a potential 

recession are creating uncertainty about the  

economy in general and about these new busi-

nesses in particular. 

One thing that is certain, however, is the need 

for banks to keep up with the pace of digital  

By resetting their strategic approach in several key areas, banks 

can keep up with the evolving needs of their business clients.

BY JESSICA CHENEY

Adjusting to the speed 
and scale of change

transformation. Banks must consider a reset of 

their strategic approach to keep up with the scale 

and scope of changes in payments technology as 

well as the changing needs of their business cli-

ents. Among the many changes they face: 

» Acceleration of cloud migration.

» API proliferation. 

» The growing data needs of businesses.

» Early attempts at open banking.

» Real-time acceleration.

» New regulation activity.

» Continuing disintermediation of 

nontraditional players.

B One thing that is certain, 

however, is the need 

for banks to keep up 

with the pace of digital 

transformation. Banks 

must consider a reset of 

their strategic approach 

to keep up with the scale 

and scope of changes in 

payments technology as 

well as the changing needs 

of their business clients. 

12
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It’s a lot. But if a financial institution wants to  

compete, here’s what a reset of three areas could 

look like: 

DIGITAL TRANSFORMATION

Current strategy: Find funds and get execu-

tive buy-in for digital improvements. Digital 

transformation projects typically have a number 

of competing priorities, and picking one from col-

umn A and one from column B is not an acceptable 

strategy. The cold, hard fact is that 78% of banks 

fail at digital transformation, and one reason is si-

loed thinking and a lack of focus. 

Strategy reset: Focus on APIs and their abil-

ity to open up new customer engagement 

channels. APIs are the building blocks on which 

innovation is created. Instead of taking a scat-

tershot approach to digital transformation (or, as 

some call it, payments modernization), focusing on 

the intersection of data, technology and innovation 

is a surefire bet. To get a sense of the importance 

of the API economy, consider that the current $4.5 

billion market is expected to grow to more than 

$13 billion by 2027, according to Dataquest. But 

there’s a catch: At this point, APIs for payment and 

data exchange lack common standards, and regu-

lation is limited to individual verticals. For example, 

health care APIs are highly regulated, and other 

verticals are still contending with standards. Stan-

dards or not, APIs will enable data sharing, which 

leads us to our next reset. 

OPEN BANKING

Current: Stay up to speed with Consumer  

Financial Protection Board and ‘open banking’ 

regulations. This is a necessary exercise, but on 

its own it’s not enough to make a financial institu-

tion competitive. The CFPB is dragging its feet on 

regulating the data sharing that will define open 

banking in the U.S., which in turn is keeping banks 

on the sidelines because they want more clarity on 

requirements before they sign on. 

Reset: Assume that open banking will arrive 

in earnest in 2023 and get ready to deploy it. 

If you define open banking as the ability to use 

open APIs to share client data and allow third par-

ties to access that data, it’s already here. In fact,  

Aite-Novarica refers to the market term “open 

finance” as a precursor to how this new data initia-

tive will play out. 

RETHINKING RELATIONSHIPS 

Current: Base payment relationships on pay-

ment volume. Certainly nothing is wrong with 

this. You want your best assets to match your 

Assume that open banking 

will arrive in earnest in 2023 

and get ready to deploy it. 

If you define open banking 

as the ability to use open 

APIs to share client data and 

allow third parties to access 

that data, it’s already here. 

In fact, Aite-Novarica refers 

to the market term “open 

finance” as a precursor 

to how this new data 

initiative will play out.

http://bankingstrategies.com
https://thenextweb.com/news/why-banks-digital-transformation-strategies-fail-and-what-to-do-about-it
https://thenextweb.com/news/why-banks-digital-transformation-strategies-fail-and-what-to-do-about-it
https://www.dqindia.com/api-economy-fuelling-the-digital-transformation-among-enterprises/
https://securityboulevard.com/2022/09/the-importance-of-api-security-and-pii/
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best customers. But again, it won’t be enough to 

compete on when APIs and the move toward open 

finance increase the currency value of data.

Reset: Base relationships on data exchange 

and customer value. For example, Company A 

is a well-established manufacturer at the top of 

your client list when it comes to overall revenue 

and profit to the bank. However, Company A has 

reached that point by specializing in servicing es-

tablished, legacy customers, and its growth rate 

is steady but slow. If your bank wants to find out 

what newer companies are doing, you may need 

to prioritize a relationship with a smaller company 

creating new business. You need data from both. 

Adapting priorities is a good future-proofing move 

in the reset. 

These three areas of focus can make an immedi-

ate difference. So can doubling down on real-time 

payments, tripling down on fraud defense and 

other initiatives. The most important thing is that 

banks change the lens through which they see a 

changing world.

Jessica Cheney is vice president and head of product 

management for digital banking solutions at Bottomline.

Don’t Take a Single
Business Banking
Customer for Granted

You can’t win on rates or range of services.

You have to win on customer experience.

A consumer banking customer 
ranges between $2,000 and 
$4,000. For a small business 
banking relationship, the lifetime 
value total can approach $10,000

Learn how a best-in-class 
commercial payment solution 
will deliver on the needs of your 
customers today and always.

™

Digital Banking IQ is the innovative 
platform designed to evolve and 
grow with your customers.

Empower business customers with a
personalized and intuitive user interface.

Automate and evolve workflows and business
processes to provide customization.

Build and bundle the commercial banking
products and services that matter most to
your customers.

Partner with a customer success organization
committed to owning your success.

- Novantas

https://www.linkedin.com/in/jessicac1/
https://www.bottomline.com/us/financial-institutions/digital-banking/digital-banking-iq


s we march toward a new year, 

there’s no shortage of transforma-

tive issues facing the U.S. banking 

industry. How can organizations 

manage a post-pandemic environ-

ment in which digital payments have exploded? 

How should they respond to continued pressure 

from fintechs and shifting preferences among 

demographic groups as Gen Zers and millennials 

mature in managing their finances and start busi-

nesses of their own?

Customer retention 

defines U.S. banking’s 

moment of truth

Retention is the future: Here’s why existing 

customers are the key to winning.

RODNEY NILSON

Financial institutions of all sizes are being forced 

to reconsider and revamp their commercial- 

customer strategies as the competition intensi-

fies. The coming months will be a moment of truth 

for the banking industry, and it will be defined by  

how banks engage their customers and measure 

the results. 

CRITICAL MARKET DYNAMICS

The central issue in the current landscape is dig-

ital transformation and the capital expenditures 

A
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tic: Only 28% of bank executives responding to the 

company’s survey cited customer growth among 

their top priorities heading into 2022. Clearly, that 

number should be higher. 

THREE PRIORITIES: DATA, STRATEGY  

AND OPTIMIZATION

Data: Banks that withstand the current pressure 

on their customer relationships will have the best 

and most relevant data about those relationships. 

Customer data—the best behavioral indicator for 

any bank—can not only predict potential churn 

but also give banks a chance to get in front of 

“Right before our eyes, we 

are seeing the financial 

services model move from 

a retail delivery model to a 

digital delivery platform. 

To meet those challenges 

will require focusing on 

opportunities to reach 

new demographics and, 

especially, younger 

generations of banking 

customers.”

RODNEY E. HOOD, NCUA

associated with it. Moving banks from legacy or 

hybrid systems to digital platforms involves ex-

tensive technology changes, from new payment 

rails to new data analytics platforms to back- 

office automation. It’s expensive—and in a mar-

ket where even commercial customers demand  

digital payments and online banking, it’s essential 

to compete. 

Digital transformation is also critical for growing 

the customer base. Business habits and behaviors 

changed almost overnight during the pandem-

ic, and according to a report by FICO, these new 

digital habits are likely to endure. The report 

found that 80% of customers prefer using digital 

channels such as text, email and bank apps to ver-

ify payments, and 65% will continue to use those 

channels even as the pandemic loses its hold on 

the economy. Still, digital business payments and 

cash management are more complex for banks 

than for their retail counterparts. The need to get 

this right cannot be overstated. Banks that can’t 

manage the capital expenditures needed to mod-

ernize their payments systems are in a tough spot. 

That connects to the second transformative is-

sue, which is the pressure on midsize and smaller 

banks and credit unions. Some of that pressure 

comes from the widely different growth trajecto-

ries between smaller banks and larger ones. But it 

also comes from the cost of digital transformation. 

In fact, it was a point of discussion at the March 

2022 Governmental Affairs Conference of the 

National Credit Union Administration (NCUA), 

where board member Rodney E. Hood said during 

his keynote session: “The reality is that there are 

some serious competitive challenges that credit 

unions will need to be addressed related to fintech. 

Right before our eyes, we are seeing the financial 

services model move from a retail delivery model 

to a digital delivery platform. To meet those chal-

lenges will require focusing on opportunities to 

reach new demographics and, especially, younger 

generations of banking customers.” 

THE FINTECH FACTOR

If you don’t think fintechs are coming for custom-

ers of big banks, consider that mortgage lending 

by fintech companies grew 32.5% per year be-

tween 2016 and 2020; business lending grew 

43.1% during that period. With their emphasis on 

user experience and targeted solutions to specific 

customer groups, fintechs have the ability to steal 

customers, the ambition to do so and the funds to 

pay for it. 

With so much at stake, a recent report from  

Cornerstone Advisors shows a concerning statis-

it. A steady decline in a customer’s deposit lev-

els is thus not just an interesting trend; it’s an  

opportunity to analyze the relative strength of 

other facets of the relationship. 

Strategy: Data informs customer strategy. In the 

current environment, the most relevant custom-

er strategy is engagement. This is different from 

the “get, keep and grow” pillars. As customer 

relationship expert Paul Greenberg defines it, en-

gagement is the “ongoing interactions between 

company and customer, offered by the company, 

chosen by the customer.” The problem is that 

banks typically don’t link system performance and 

http://bankingstrategies.com
https://www.fico.com/en/resource-access/download/39096?access_token_99fb1=2c6f859c604ad5c78d20e72d389cdfa5c62290cbd763e14d7d9c11506d6be66e
https://www.ncua.gov/newsroom/speech/2022/ncua-board-member-rodney-e-hood-remarks-2022-cuna-governmental-affairs-conference-washington-dc
https://www.ncua.gov/newsroom/speech/2022/ncua-board-member-rodney-e-hood-remarks-2022-cuna-governmental-affairs-conference-washington-dc
https://www.cutoday.info/Fresh-Today/GAC-Coverage-NCUA-s-Hood-Again-Urges-Attention-To-Respect-For-Partnerships-With-Fintechs
https://www.cutoday.info/Fresh-Today/GAC-Coverage-NCUA-s-Hood-Again-Urges-Attention-To-Respect-For-Partnerships-With-Fintechs
https://www.crnrstone.com/whats-going-on-banking-2022?__hstc=242444893.6506142cef37e9ff0c7e4c2dd976501d.1641849563635.1641849563635.1641849563635.1&__hssc=242444893.1.1641849563636&__hsfp=3913574940]
https://www.crnrstone.com/whats-going-on-banking-2022?__hstc=242444893.6506142cef37e9ff0c7e4c2dd976501d.1641849563635.1641849563635.1641849563635.1&__hssc=242444893.1.1641849563636&__hsfp=3913574940]
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Win and Grow Commercial 
Customers with Seamless 
Digital Experiences 

™

Digital Banking IQ is the innovative 
platform designed to evolve and 
grow with your customers.

Win new commercial customers by delivering robust business 
banking capabilities through persona-based workflows.

Retain existing commercial customers and deepen loyalty by 
giving your business customers the level of engagement they 
expect from all digital channels. 

Provide leading payment security by blocking payment fraud
and identifying high risk activity.

Receive  launch/migration support, service and reliability while 
working with a dedicated Customer Success organization 
committed to owning your success.

Ranked best-in-class 

by Aite-Novarica

Learn how an intelligent 
commercial banking payments 
platform can empower your 
financial institution.

data, third-party systems, analytics, and online  

engagement metrics. It links system performance 

with transaction activity. 

The bottom line: Market dynamics and an unsta-

ble economy have created a volatile environment 

for the future of digital commercial banking. Cus-

tomers provide a centering principle within that 

volatility. Some banks are good at it; others need 

to improve. By remembering that data feeds strat-

egy and that optimization makes that strategy 

actionable, banks can operationalize their infor-

mation advantage and turn it into a competitive 

advantage.

online experience with transaction activity. The 

right engagement strategy will use data to make  

existing and new customer relationships even 

stickier by highlighting upsell opportunities or 

warning of potential customer churn. That strat-

egy should also include machine learning-based 

churn risk predictions and automated “next best” 

product recommendations. 

Optimization: As the word suggests, the opera-

tive outcome here is improvement. In the digital 

advertising business, for example, an online ad 

is constantly optimized via real-time data to find 

the best customer in the best context at the right 

time in the purchase journey. If you want to stretch 

the boundaries of customer experience, you find 

ways to take the strong elements of that experi-

ence and improve them. It’s the same for customer 

engagement optimization. An engagement op-

timization solution will deliver transactional 

behavior visualizations and predictive insights 

by leveraging payments and cash management 

Rodney Nilson is vice president of product 

management at Bottomline.

An engagement 

optimization solution 

will deliver transactional 

behavior visualizations 

and predictive insights 

by leveraging payments 

and cash management 

data, third-party systems, 

analytics, and online 

engagement metrics.

https://www.bottomline.com/us/financial-institutions/digital-banking/digital-banking-solutions-commercial-banking
https://www.linkedin.com/in/rodney-nilson-4174012/


Straightforward solutions tailored to the needs of SMBs offer 

significant return potential for banking institutions.

BY DAN PEACOCK

How digital banking 
can find a new 
competitive level 

banks appreciate that older systems can create a 

flight risk for their commercial customers. 

It seems like everything researched and writ-

ten on the topic connects the need for digital 

banking to small and midsize businesses. Are 

we overindexing there? 

Absolutely not. Small and midsize businesses are a 

forgotten stepchild in the sense that systems have 

typically been built for two ends of the banking 

spectrum. They’ve been built for the sophisticat-

ed, bigger businesses, and they’ve been built for 

consumers. But SMBs typically have had a choice. 

They could either use the more complicated sys-

tem, which often is just too complicated for them, 

or they could use the consumer system, which 

doesn’t provide enough capability. So providing 

SMBs with capabilities that are sufficiently easy 

to use and intuitive—and at the same time have a 

hen it comes to digital banking 

for businesses, the numbers 

don’t lie. When Bottomline asked 

a sample of global banks last 

year about their top competitive 

priorities, digital transformation topped the list by 

a substantial margin at 64%. 

But what exactly do commercial banks want from 

digital banking? That answer is not as clear, with 

real-time payments leading the way for some and 

automation for payables and receivables leading 

for others. Other research shows that many CFOs 

think digitalization is primarily about automation 

and efficiency. 

Digital banking is a competitive necessity for a 

satisfactory customer experience. Businesses of 

all sizes and verticals will need to step up even-

tually if they haven’t already. While it’s hard to get 

a bead on the percentage of businesses that are 

fully digital, digital banking is approaching critical 

mass for consumers—according to PwC, 61% of 

consumers now interact with some form of digital 

banking every week. 

To explore the best ways to compete on digital 

business payments, we spoke with Paul Savage, 

Bottomline’s senior vice president of sales and 

customer development. 

Dan Peacock: Paul, do we still need to make a 

business case for digital business banking? 

Paul Savage: I think the banks know they need to 

have a strong digital banking presence. Some of 

them still are using very old systems that are not 

very easy to use. And they’re really at a disadvan-

tage because businesses are expecting their bank 

to mimic the experiences they have as consumers, 

which is intuitive and easy. I don’t know if some 

W

“Small and midsize 

businesses are a forgotten 

stepchild in the sense that 

systems have typically 

been built for two ends 

of the banking spectrum. 

They’ve been built for 

the sophisticated, bigger 

businesses, and they’ve 

been built for consumers.”

PAUL SAVAGE, BOTTOMLINE
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scale that matches their requirements—is a criti-

cal need for banks. 

We have also been hearing more about two 

trends: the need for data and the need to bal-

ance human and digital experiences. Are those 

underrated features of digital banking?

I’m not sure if they’re underrated, but they’re cer-

tainly significant. Banks can use the data from 

digital banking to measure baseline trends and 

predict churn. However, and this speaks to the 

balance of human and digital experiences, a lot of 

times what the user needs is the intervention of an 

expert. For example, businesses can open a new 

account online, but the abandonment rate on that 

is huge. So if the bank could have expert guidance 

available on demand—something more than just 

live chat—the human touch would complement 

digital. One of the things that U.S. Bank does, for 

example, is have someone show up on a video on 

the customer’s phone and walk them through the 

onboarding process. 

We saw a survey recently that showed banks 

are concerned about the financial as well as 

personnel resources necessary to maintain a 

digital platform. Do you see that as being a sig-

nificant obstacle?

It depends on the bank, but yes, it could be an 

obstacle. That’s where a partner is important. All 

companies, in a sense, are strapped for technolo-

gy resources, but there’s no reason why the banks 

cannot avail themselves of the expertise that’s 

available in the market. That’s why selecting the 

right digital banking provider is so critical. Banks 

need a partner who has the client focus and ex-

pertise to help them successfully launch and grow 

their platform over time—someone who has a 

track record of success.

How can commercial digital banking teams that 

have made a lot of progress toward integrating 

their platform take it to another level? What 

could they do better? 

I’d say one of the biggest returns is on providing 

a solution that’s tailored to the needs of small and 

medium-sized businesses and that is intuitive and 

straightforward. And that doesn’t require a degree 

in technology to use and has sufficient capabilities 

to meet businesses’ needs. So again, a solution 

that’s purpose-built and built to the scale of the 

requirements of a small business. That’s a big op-

portunity for banks, in my opinion. 

Platform success is
critical to your career.
To win and grow commercial customer 
relationships you need a Commercial 
Digital Banking partner that provides 
best-in-class launch/migration support, 
service and reliability.

Learn how to seamlessly 
capture and grow commercial 
customers with Bottomline's 
Digital Banking IQ platform.

Bottomline has launched and migrated leading 
banks for over 30 years, with its Digital Banking IQ 
platform providing:

Dedicated customer implementation team

Ongoing post-launch support

Best-in-class platform stability and payment security

™

Ranked best-in-class 

by Aite-Novarica

Dan Peacock is vice president for banking 

solutions marketing at Bottomline.
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