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Four areas where banks can change 
their business models to redefine the 
customer relationship

Rethink how banks 
can get to growth
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Redefine the customer relationship

Growing despite
the challenges
Banks have shown great flexibility and ingenuity in 
responding to the current pandemic. 

Their first actions were to respond to major surges in customer demand while 
moving to remote working and coping with staff self-isolation. Banks have 
subsequently taken stock, reset expectations and assessed how their business can 
find significant cost savings while improving operational agility. The third phase – how 
to renew their business – is the most challenging of all.

All major economies are experiencing severe downturns, large rises in 
unemployment and huge reductions in GDP. The BBC recently issued a series of 
infographics showing the impact. In the UK, after an initial drop of 35% in April, the 
FTSE 100 is still 20% down at the end of June compared to the start of the year. In 
France, 41% of workers were still furloughed at the end of June. Annual percentage 
change in shopping footfall in June ranged from -32% in China to -78% in the UK. 
The US unemployment rate declined by 2.2% to 11.1% in June but this compares to 
just under 4% in March.
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https://www.avanade.com/en/thinking/rethink/banking-new-demand-guide
https://www.avanade.com/en-gb/thinking/rethink/banking-cost-reduction-guide
https://www.bbc.com/news/amp/business-51706225
https://www.bls.gov/news.release/pdf/empsit.pdf
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What can banks do to drive growth 
given this bleak economic context?
The good news is that banks are in reasonable shape. 
According to The Banker, the world’s largest 1,000 banks 
held 6% more Tier 1 capital than in 2018; the previous 
year this increased by 12%, the biggest annual increase 
since 2009. As of June 2020, JP Morgan had issued 
$28.8 billion of Paycheck Protection Program loans to US 
businesses, closely followed by Bank of America ($25.2 
billion). In the US, which has traditionally lagged behind 
in digital adoption, 35% of customers increased their 
online banking usage during the pandemic. A significant 
share of this is growth coming from ‘traditionals’ (elderly 
and baby boomers), groups that have typically been 
slower to adopt digital channels. 

There has been a significant increase in contactless 
payments. MasterCard reported more than 40% growth 
globally during the pandemic. Visa experienced a 150% 
annual increase in the US as of March 2020. Visa also 
saw more than 13 million customers in Latin America 
make their first-ever online transaction in the first quarter 
of this year. PayPal reported 20% year-on-year growth in 
payments volumes in April 2020 alone.

Banks have moved swiftly to remote working. As 
of May 2020, Standard Chartered had most of its 
84,000 employees working from home, increasing the 
capacity of its VPN by 600% to do so. Even traders, 
who have always been tied to the office, have shifted 
to remote work in large numbers. One example is TD 
Bank which now has over 80% of its traders working 
from home.

However, given the deeply embedded nature of 
money in everyday life, banking has – and will – 
struggle going forward as customers succumb to 
changes in income and employment status. They 
have underinvested in digital transformation and were 
found behind the curve. They had not yet optimized 
the digital aspects of their customer experience or 
operations. 

Banks need to demonstrate that they have their 
customers’ concerns right at the centre of their 
business. This will require a change in the way they 
develop relationships, shape propositions, tailor their 
messages and position themselves in society. We 
have seen lots of banks provide mortgage holidays to 
customers, but this is just the beginning. 

There are four areas where banks 
can change their business models, 
adapt to the new business 
environment and capitalise on 
the change in customer concerns 
we’ve discussed:

• Rethink relationships: no more 
‘gotcha’ moments

• Rethink product: financial 
management and wellbeing

• Rethink customer: personalization 
that makes a difference

• Rethink purpose:                
transparent banking
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https://edition.cnn.com/2020/07/07/investing/banks-ppp-loan-fees/index.html
https://www.americanbanker.com/news/digital-banking-is-surging-during-the-pandemic-will-it-last
https://www.bloombergquint.com/business/older-crowd-embraces-online-banking-rewards-firms-digital-push
https://www.wsj.com/articles/mastercards-profit-falls-though-ceo-says-spending-is-stabilizing-11588164791
https://usa.visa.com/visa-everywhere/blog/bdp/2020/04/30/merchants-and-consumers-1588276426783.html
https://www.marketwatch.com/story/visa-sees-massive-digital-acceleration-with-millions-trying-e-commerce-for-the-first-time-2020-05-13
https://www.pymnts.com/news/mobile-payments/2020/paypal-processed-more-transactions-on-may-1-than-on-black-friday/
https://www.retailbankerinternational.com/news/asian-banks-struggle-with-covid-induced-it-challenges/
https://www.borndigital.com/2020/04/16/td-banks-digital-preparation-for-covid-19
https://www.borndigital.com/2020/04/16/td-banks-digital-preparation-for-covid-19
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Rethink relationships:       
no more ‘gotcha’ moments

Banks have been making money 
out of customers for too long by 
exploiting their bad decisions. If a 
customer goes overdrawn, they’re 
charged a fee. And these fees 
make up a significant portion of a 
bank’s revenues. 

Of course, banks have improved their notification 
process for when customers are near their limits, but 
this misses the point. How could banks help educate, 
coach and guide customers in areas of financial 
management and wellbeing (savings, debt avoidance, 
retirement etc.), so that they are convinced that the 
bank has their best interests at heart? 

Banks should understand those ‘moments that matter’ 
in their customer’s daily lives and execute relentlessly 
to make them special.

Most customers struggle with managing their money. 
Accenture found that only 14% would go to a bank 
if they were in financial trouble. There is a significant 
‘trust deficit’, which Accenture estimates is worth 5% 
of retail banks’ total income. Both regulators and new 
digital competitors are focussing in on these ‘bad 
decision’ areas. Plus advisory services are a major 
source of future income (see next section) – if trust can 
be regained.

Some banks have already demonstrated this 
approach. Singapore’s DBS is working with two start-
ups to help cafes and restaurants offer a take-away 
option – with no charge for the first six months. 

Spain’s CaixaBank is helping retailers hit by the 
pandemic to sell over social networks and messaging 
applications. CaixaBank has launched “Social 
Commerce”, which lets retailers manage online 
purchases directly from their profiles on social media. 
Lloyds Banking Group (UK) sent tablets to 2,000 
customers aged over 70 who lacked suitable devices 
for online banking and partnered with a digital training 
provider to help them get started and offer dedicated 
phone support. 

Banks that can show they are working in the customers’ 
best interests will become trusted and profitable 
advisors. The logic is simple: better advice means better 
decisions, which means more wealth that banks can 
help their customers manage. Compare this to the 
classic stereotype of banks who spring hidden ‘gotcha’ 
fees on customers, constantly promote high-cost 
consumer loans and profit from their customers’ bad 
financial decisions. 
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https://www.accenture.com/gb-en/insights/banking/coronavirus-purpose-driven-banking
https://www.finextra.com/newsarticle/35539/dbs-works-with-startups-to-help-cafes-go-online-during-covid-19-lockdown
https://www.finextra.com/newsarticle/35562/caixabank-helps-covid-19-hit-retailers-sell-over-social-media
https://www.finextra.com/newsarticle/35627/lloyds-to-provide-free-digital-skills-training-and-tablets-for-elderly-customers
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Rethink product: financial 
management and wellbeing

Accenture also found that trust-
based offers—such as helping 
customers manage their daily 
spending or take advantage of 
tailored life-planning advice—can 
generate an average 9% revenue 
uplift for incumbent banks, which 
more than compensates for the 
5% of revenues at risk.

Imagine if banks focussed on the long-term financial 
health of their customers, rather than the short-term 
goal of simply hitting product targets. Discovery 
Bank (‘the world’s first behavioral bank’) uses its 
Vitality platform to provide rewards and options for 
its customers as they adopt and maintain five key 

behaviors that are essential for financial health: spend 
less than you earn, save regularly, insure for adverse 
events, pay off property and invest for the long-term 
(retirement). It offers dynamic interest rates, active 
rewards for hitting your financial goals, points as you 
progress and no charges or fees. Significantly, it is not 
related to what the customer earns. As a mobile-only 
bank it uses gamification tools, self-service, real-time 
payments and Fitbits that are integrated to payment 
and digital onboarding. 

Ellevest is another example of this approach, targeted 
purely at females. Ellevest was built ‘By women, for 
women. The financial industry wasn’t.’ Investment 
advice uses proprietary algorithms to factor in women’s 
pay gaps, such as maternity leave or career breaks 
to raise children. They offer to round up everyday 
spending to build up an emergency fund and offer 
coaching sessions on financial planning. 

AI and analytics can be integrated into a customer’s 
daily life as a contextual coach, offering proactive, data-
driven suggestions around the clock based on current 
spending and income as well as helping balance risk 
during periods of uncertainty.

Credit Suisse estimated that in 2018, 2.9 billion adults 
worldwide had a net worth of less than US$10,000 
while 47 million adults had more than $1 million. The 
former group typically cannot afford bank advisory 
services and the latter group is already well served by 
financial advisors. That leaves 2.2 billion adults globally 
in the $10,000 to $1 million range who are generally 
underserved by financial advice – the ‘neglected 
middle’. This segment is ripe for an approach that 
builds around financial health and wellbeing. 
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https://www.discovery.co.za/bank/bank-healthier
https://www.discovery.co.za/bank/bank-healthier
https://www.ellevest.com/
https://www.credit-suisse.com/about-us/en/reports-research/global-wealth-report.html
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Rethink customer: personalization 
that makes a difference
Understanding a customer’s history 
and context is vital to delivering 
high impact communications. 
Personalization platforms, such as Flybits or Personetics, 
claim that more than two-thirds of customers are 
willing to share more data with their bank if advice 
is personalized. Contextual communications double 
cross- and up-selling rates, increase deposit levels by 
5%-15%, improve CSAT by up to 35%, increase digital 
engagement by up to 40% and reduce customer 
churn by 10%-30%. Even if these figures are inflated, 
it certainly shows the potential for improvement. For 
example, one North American bank increased mortgage 
renewals by a factor of three over a two year period 
using this approach. Google has partnered with eight US 
banks, including Citi and Stanford Federal Credit Union, 
to launch a personal account linked to Google Pay that 
will use data to personalize their consumer products. It’s 
estimated that digital sales and servicing will accelerate 
markedly and the remote advisory channel should 
finally come of age, potentially handling 35% of complex 
needs remotely. 

Even if conversations are not in-person, they can still 
be rich, rewarding and personal, given the range of 
collaboration tools that are available. 

For commercial banking customers, relationship 
managers can use a predominantly virtual model. They 
have the opportunity to offer detailed sector-specific 
analysis on how to survive the crisis and the subsequent 
recession. There may be an opportunity to offer cash 
flow modelling if the transaction details are available. 
PNC Bank is working with UK fintech OakNorth to 
develop a ‘COVID Vulnerability Rating’ framework for 
its business loan portfolios. Lenders undertake portfolio 
diagnostics to rate loans based on their vulnerability 
based on liquidity, debt capacity, funding gap and 
profitability – a highly personalised proposition.

This is important as Big Tech companies, such as 
Amazon and Alibaba, have been working with 
small and medium-sized businesses for many years, 
providing working capital and credit. They also have 
plenty of data to analyse in order to customise their 
communications and build stronger relationships. 

Avanade helped one Nordic bank realize its “one 
customer, one bank” vision by creating a single view 
of its customers to enable targeted cross-selling. 
Using proactive tools for targeted customer outreach, 
including a new CRM solution built on Microsoft 
Dynamics, the client has seen a 100% increase in 
cross-selling through effective outbound outreach and 
product recommendations. 
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https://www.flybits.com/
https://personetics.com/
https://www.reuters.com/article/us-google-finance/google-pay-to-offer-checking-accounts-through-citi-stanford-federal-idUSKBN1XN1IQ
https://www.mckinsey.com/industries/financial-services/our-insights/reshaping-retail-banking-for-the-next-normal
https://ibsintelligence.com/become-an-ibsi-subscriber-to-read/?r=165212&wcm_redirect_to=post&wcm_redirect_id=165212
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Rethink purpose: 
transparent banking
Last year, 181 CEOs issued 
a statement redefining the 
purpose of a business, moving 
from shareholder primacy 
to stakeholder commitment 
(customers, employees, suppliers, 
communities and shareholders). 

This included JP Morgan, Bank of America and Citi. 
Research has shown that while 42% of non-purpose-
driven companies experience a yearly decrease in 
revenue, 85% of purpose-driven companies showed 
positive growth (‘purpose-driven’ here means a focus 
on Environmental, Social and Governance (ESG) goals). 
Morgan Stanley research found that 84% of investors 
want to select products that are more closely aligned 
with their personal sustainability interests—such 
as tackling climate change, supporting community 
development or fostering gender diversity.

However, the share of green investing is small. In 2018, 
the $182bn in green bonds issued globally pales in 
comparison to the wider $6 trillion bond issuance 
market and only 7% of corporate lending – a $1.2 
trillion market - was sustainable. JPMorgan estimates 
that at least $3 trillion of institutional assets are now 
managed in a way that tracks ESG factors – but that 
is just 4% of total assets under management. Fund 
managers have some influence over a large part 
of the economy, but many emissions occur outside 
the firms they control. The Economist suggests that 
publicly listed firms, excluding state-controlled ones, 
account for only 14-32% of the world’s total emissions, 
depending on the measure you use.

But the move towards greater transparency is 
gaining momentum. Large asset owners, such as 
Japan’s Government Pension Investment Fund, the 
world’s biggest, are pressurizing companies which 
manage their money to look at the ESG goals of the 
companies they invest in. Walmart is working with 
HSBC to provide preferential pricing to suppliers that 
meet sustainability standards. 

Iberdrola received a €5.3bn Sustainability-linked loan in 
Spain, agreed with BBVA and used to finance projects 
linked with energy efficiency and renewables. According 
to S&P Global, more than 90% of the last two years’ 
ESG ratings of financial institutions have been negative 
and there is increasing investor and employee pressure 
to improve. 

This is important because millennials – who make 
up 25% of the U.S. population alone – are poised to 
inherit significant amounts of wealth. One estimate 
suggests a $30 trillion intergenerational wealth transfer 
from baby boomers to their children. Interest in 
sustainable investing among the general population 
of investors jumped from 71% in 2015 to 85% in 2019, 
and in millennial investors from 84% in 2015 to 95% in 
2019. Firms typically lose 70% to 80% of assets when 
transferred from one generation to the next. Those 
wealth and asset managers who supply millennials with 
ESG investment options will be strongly positioned to 
attract new assets to the firm as well as retain wealthy 
millennial clients.

Redefine the customer relationship
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https://www.businessroundtable.org/business-roundtable-redefines-the-purpose-of-a-corporation-to-promote-an-economy-that-serves-all-americans
https://www.entrepreneur.com/article/338654
https://www.morganstanley.com/pub/content/dam/msdotcom/infographics/sustainable-investing/Sustainable_Signals_Individual_Investor_White_Paper_Final.pdf
https://about.bnef.com/blog/sustainable-finance-market-outlook-2h-2019/
https://about.bnef.com/blog/sustainable-finance-market-outlook-2h-2019/
https://www.economist.com/briefing/2020/06/20/how-much-can-financiers-do-about-climate-change
https://www.business.hsbc.com/sustainability/hsbc-and-walmart-partner-to-drive-sustainability-of-businesses
https://www.reuters.com/article/us-iberdrola-loans/iberdrola-raising-record-5-3-billion-green-loan-idUSKBN1FE2LM
https://www.spglobal.com/marketintelligence/en/news-insights/latest-news-headlines/47244014
https://www.msci.com/documents/10199/07e7a7d3-59c3-4d0b-b0b5-029e8fd3974b
https://www.morganstanley.com/pub/content/dam/msdotcom/infographics/sustainable-investing/Sustainable_Signals_Individual_Investor_White_Paper_Final.pdf
https://investmentsandwealth.org/getattachment/bbdef004-2fe8-4e71-a445-918a270b5ff7/IWM19MarApr-TheMillennialInvestor.pdf
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Next Steps

Based on our client work, we 
have four recommendations:

Banks will need to 
increase revenues 
while coping with an 
increasingly difficult 
economic environment.  
Leveraging these 
approaches will help 
banks redefine 
relationships, rebuild 
trust and revive                       
their business.

Develop personalized financial 
management programs for the 
‘neglected middle’. Assess where lower-
income segments would benefit from 
digital delivery of financial wellbeing 
services. Consider the unbanked: use 
machine learning to lend to those without 
credit histories by analyzing different risk 
indicators, such as rent payments. 

Identify sectors where you could 
offer support with fintechs to help 
businesses survive – for example, 
restaurants converting to take-away or 
retailers selling via social media. Create 
your equivalent of a ‘Covid vulnerability 
rating’ and use this to proactively 
support sectors in difficulty, such as 
hospitality or entertainment.

Adopt criteria for financial 
health and pilot with a no 
charge, no fee structure 
across different income 
groups. Evaluate the potential 
for specific groups, such as 
professional females.

Target ESG investment options 
to millennial segments through 
your wealth and asset management 
groups. Consider how your bank 
can become purpose-driven – for 
example, creating products that 
encourage sustainability, such as 
better mortgage deals for energy-
efficient homes.

Redefine the customer relationship

1. 3.

2. 4.
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We can help 
Let Avanade partner with you 
to rethink your business.           
Go to Rethink for more 
details on our approach. 
We’re here to help at a time 
when you’re adopting new 
ways of working.

We work with seven of the top 10 global banks 
but our client portfolio includes banks of all sizes. 
We have access to the most advanced Microsoft 
technology platforms and Accenture’s global 
banking and regulatory expertise. 

In the current environment we’re finding that our 
clients want to move quickly and deliver short, 
outcome-based projects. We’re flexible and happy 
to respond to your requirements. . 

We offer pragmatic advice combined with execution in 
the following areas:
• Automation and AI: To improve productivity and 

speed up business outcomes, we’re helping banks 
digitize processes. We apply intelligent automation 
and AI to deliver efficiency and deep customer 
insight. We can help with data management, chatbot 
development and even advise on conversational AI. 
For one bank we’ve helped build an algorithm-based 
cash flow forecasting system.

• Cloud and IT transformation: To help banks manage 
their day-to-day IT services, we deliver a range 
of cloud services on Azure, trusted by 80% of the 
world’s largest banks and 85% of Global Systemically 
Important Financial Institutions. We can speed up 
application development using an agile approach, 
reduce your dependency on legacy and help you 
scale flexibly to meet rising market demand.

• Security: Working with national, regional and 
multinational banks we have developed expertise 
across a variety of areas, including digital identity and 
authentication, data protection, encryption, secure 
collaboration, incident response and cyberdefense.

9

• Digital marketing, sales and service: Building on 
Microsoft accelerators, we’ve developed a true 
360-degree customer view for many banks around 
the world, improving cross- selling rates and 
identifying next best actions. We’ve improved lead 
scoring and qualification, opportunity tracking, 
campaign planning and automation, personalization 
and onboarding.

• Workplace transformation: We’ve developed a 
holistic approach, involving IT, HR and business 
division heads, that we call WX (Workplace 
Experience), specifically for banks. If you need it, 
we’ve also pulled together best practice on remote 
working for employees, business and IT leaders.

Visit www.avanade.com/banking to find 
out more about our work. 
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https://www.avanade.com/en/contact
https://www.avanade.com/en/thinking/rethink/banking-guide
https://www.avanade.com/-/media/asset/other/rise-of-intelligent-automation-financial-services-pov.pdf?ver=1&la=en
https://www.avanade.com/en/industry/banking/cio-guide-to-legacy-modernization
https://www.avanade.com/en/solutions/security-service-solutions
https://www.avanade.com/-/media/asset/adobe-retail-banking-brochure.pdf?ver=1&la=en
https://www.avanade.com/en/thinking/workplace-experience/retail-banking-guide-to-workplace-experience
https://www.avanade.com/en/thinking/workplace-experience/banking-and-insurance-point-of-view
https://www.avanade.com/en/thinking/covid19-help
https://www.avanade.com/en/thinking/covid19-help
https://www.avanade.com/en/industry/banking
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Let Avanade partner with you to 
rethink your business

About Avanade

Avanade is the leading provider of innovative digital and cloud services, business solutions and design-led experiences on the Microsoft ecosystem. With 38,000 
professionals in 25 countries, we are the power behind the Accenture Microsoft Business Group, helping companies to engage customers, empower employees, 
optimize operations and transform products, leveraging the Microsoft platform. Majority owned by Accenture, Avanade was founded in 2000 by Accenture LLP and 
Microsoft Corporation. Learn more at www.avanade.com.

© 2020 Avanade Inc. All rights reserved. The Avanade name and logo are registered trademarks in the U.S. and other countries. Other brand and product names are 
trademarks of their respective owners.

North America 
Seattle 
Phone +1 206 239 5600 
America@avanade.com

South America 
Sao Paulo 
AvanadeBrasil@avanade.com

Asia-Pacific 
Australia 
Phone +61 2 9005 5900 
AsiaPac@avanade.com

Europe 
London 
Phone +44 0 20 7025 1000 
Europe@avanade.com

Contact us today to help your organization identify the strategic bets 
that will make your operations more resilient and your products and 
services more desirable to customers. We combine business strategy, 
agile innovation, and deep Microsoft technology expertise to help 
resolve your challenges.
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https://www.avanade.com/en/contact
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