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This report looks at the following areas:

= The current size of the branch network in the UK across banks and building
societies

- Branch usage, the purpose of visits and barriers to using branches

« The impact of the rising cost of living on expectations from bank branches

- Consumer satisfaction levels with branch banking

* Travel time and method for branch visits

Factors that would drive the use of bank branches

« Consumer attitudes fowards branch banking

Despite the popularity of online and mobile banking, younger demographics
are the most likely to have visited a branch in the last year at 73% of 16-24 year
olds, while 28% have visited in the last month. There is a degree of reassurance
that comes from the presence of a physical branch that particularly appeals to
less financially experienced consumers.

The rising cost of living, high inflation rates and soaring energy bills will have an
impact on branch banking. There could be pressure for banks to postpone
planned closures, with Nationwide having already put back closures until 2024
at the earliest to offer continued support during the cost-of-living crisis.
Meanwhile, 47% of people are keen for their bank branch to offer guidance on

the rising cost of living.

Continued closures pose a threat to the market. Although satisfaction levels
remain high, this will be tested and there will be a tipping point if consumers
are left with further to travel for cash and more complex banking needs. This
will also place additional pressure on digital channels, with 24 /7 rapid-
response service being needed to counter the declining number of branches.

There are opportunities to reduce waiting times in-branch by focusing on wider
availability of self-service machines to cater for basic cash banking, which is
the most common reason for branch visits. This will free up counter staff to deal
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“Branches still have a role to
play for many consumers.
Satisfaction levels remain high
despite widespread branch
closures in recent years. This
will be tested as customers
seek further support through
the cost-of-living crisis, with
less financially experienced
younger consumers
particularly seeking
guidance.”

- Adrian Reynolds, Senior
Finance Analyst - Financial
Services
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with more complex and tailored customer issues. Banks must offer more

bookable appointments through online banking and apps to help customers

plan their visit and reduce friction in the process.
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Increase availability of self-service machines to reduce
waiting times

Make bookable appointments a seamless experience
Highlight video banking as an additional channel rather
than a replacement

Branches must offer customers guidance on the cost-of-

living crisis

MARKET SIZE AND PERFORMANCE

Closures will continue but branches will not disappear
completely

Figure 1: Category outlook, 2022-27

Further widespread branch closures expected in 2022
Figure 12: Number of branches in the UK, 2016-21

Branch closures bringing renewed focus on access to cash
Figure 13: Cash machine numbers, 2000-21

MARKET SEGMENTATION

Banks account for the vast majority of branch closures
Figure 14: Market segmentation, 2015-21

London has lost the most branches but still has more than
other regions

Figure 15: Number of branches, by region, 2021

Northern Ireland offers the highest number of branches by
population

Figure 16: Bank and building society branches per 10,000
population, 2021

MARKET DRIVERS

Access to cash will remain important as branches close
Figure 17: Weekly payment methods, 2021

Consumers still want the option of in-person service
Figure 18: Contact preferences, by issue, 2022
Customers could need more support from banks as
confidence declines

Figure 19: Consumer financial sentiment, 2021 and 2022
Highest inflation levels in 40 years hitting household
finances

Figure 20: CPIH and CPI, 12-month rates, 2019-22

Rising grocery prices and energy bills are major concerns
for households

Figure 21: Factors impacting financial situation, 2022
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REGULATORY AND LEGISLATIVE CHANGES

FCA updates guidelines as more bank branches close
Expanded powers for FCA on ensuring access to cash
Bank branches will be impacted by the FCA's Consumer
Duty

FCA reinforces the need for cost-of-living support
Government updates financial support following energy
cap rise

Student loan interest rates are set to rise in England and
Wales

FCA to jointly oversee future of Open Banking in the UK
Open Banking adoption could benefit as FCA drops the
90-day rule

COMPETITIVE STRATEGIES AND INNOVATION

Banks continuing to close branches throughout 2022
Reduced operating hours and service evident and some
retained branches

Banks shift towards micro-branches and pop-up sites
Nationwide commits to keeping branches open to help with
the cost-of-living crisis

Banks look to shared hubs to help retain access to cash and
basic services

Reduced branch service will see further investment in video
chat appointments

Halifax looks to boost branch inclusivity

Figure 22: Halifax’s name badge tweet, 2022

It will take considerable time for Metaverse branches to

play a role

MARKET SHARE

Major banks accounting for a smaller share as branches

close

Figure 23: Number of branches and market share, 2021/22
NatWest has the highest branch-to-customer ratio of the
maijor retail banks

Figure 24: Branch-tfo-customer ratio, 2021/22

USE OF BRANCHES

Branches are still playing a key role for many customers
Over half of branch-based customers have visited a branch
in the last six months

COVID-19 accelerated the shift to digital banking

Branches will remain important for cash services
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Figure 25: Use of bank branches, 2022

Younger consumers are active branch users

We could see a long-term increase in the number of
“branch nevers”

Figure 26: Use of bank branches, by age, 2022

REASONS FOR VISITING BANK BRANCHES

The maijority of branch visits can be dealt with by self-
service machines

Be proactive in driving awareness of financial products and
services

Younger customers are the most likely to open accounts in
branch

Figure 27: Reasons for visiting branches, 2022

BARRIERS TO VISITING BRANCHES

The maijority of those not visiting simply prefer digital
banking

Enhance customer service to match the convenience of
digital banking

Figure 28: Reasons for not visiting branches, 2022

Branch closures are being felt more by older customers
Younger customers are more likely to be put off by waiting
times

Figure 29: Reasons for not visiting branches, by age, 2022

BRANCH BANKING SATISFACTION LEVELS

Satisfaction levels are currently high but could be tested as
more branches close

Figure 30: Overall satisfaction with branch banking
experience, 2022

Banks are scoring highly on new product information
Figure 31: Overall satisfaction with branch banking
experience, by reasons for visit, 2022

High satisfaction with staff friendliness reflects the desire
for human interaction

Figure 32: Satisfaction with elements of branch banking, 2022

KEY DRIVER ANALYSIS FOR BANK BRANCH VISITS

Increase number of self-service machines and promote
awareness

Waiting times could become a major issue as more
branches close

Do not underestimate branch aesthetics and design
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Figure 33: Key drivers of overall satisfaction with most recent
bank branch visit, 2022

TRAVEL METHODS FOR BRANCH VISITS

Help customers plan their journey to branch appointments
Maintain branches on local high streets

Figure 34: Travel methods for branch visits, 2022

Expand appointment availability to help customers plan
their journey

Figure 35: Travel time to branch, 2022

IMPORTANT FACTORS TO INCREASE BRANCH USE

The rising cost of living could increase the need for advice
Figure 36: Important factors to increase branch use, 2022
Offer tailored support for younger consumers with less
financial experience

Target younger consumers to drive in-branch engagement
Figure 37: Important factors to increase branch use, by age,
2022

Appointments and self-service machines are vital...
...while financial advice can drive engagement further
Figure 38: TURF Analysis — Branch Banking, 2022

ATTITUDES TOWARDS BRANCH BANKING

Retaining access to cash will be vital

Young customers are more likely to travel further for
additional services

Figure 39: Attitudes towards branch banking, 2022
Consumers are clinging on fo branches

Figure 40: Attitudes towards the need for branches, by age,
2022

Branches must offer younger customers support through the
cost-of-living crisis

Figure 41: Attitudes towards branches and the rising cost of
living, by age, 2022

Consumers still need convincing that video chat can
replicate branch service

Offer video appointments with local staff to build rapport
Figure 42: Attitudes towards video chat services, by age,
2022

APPENDIX - DATA SOURCES, ABBREVIATIONS AND
SUPPORTING INFORMATION

Market size data
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« Abbreviations

. Consumer research methodology

APPENDIX: KEY DRIVER ANALYSISAPPENDIX — KEY DRIVER

ANALYSIS
* Methodology

* Interpretation of results

Figure 43: Overall satisfaction with most recent bank branch
visit - — key driver output, May 2022

* TURF analysis methodology

Figure 44: Table - — TURF Analysis — Branch Banking, May

2022
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About Mintel

Mintel is the expert in what consumers want
and why. As the world’s leading market

intelligence agency, our analysis of
consumers, markets, product innovation and
competitive landscapes provides a unique
perspective on global and local economies.
Since 1972, our predictive analytics and
expert recommendations have enabled our
clients to make better business decisions faster

Our purpose is to help businesses and people
grow. To find out how we do that, visit
mintel.com.
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