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PYMNTS.com is where the best minds and the best content meet on
the web to learn about “What's Next” in payments and commerce. Our
interactive platform is reinventing the way in which companies in pay-
ments share relevant information about the initiatives that shape the
future of this dynamic sector and make news. Our data and analytics
team includes economists, data scientists and industry analysts who
work with companies to measure and quantify the innovation that is at
the cutting edge of this new world.
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TABLE 1: HOW PERCEPTIONS OF FIs’ ROLES IN CONSUMERS’ FINANCIAL LIVES VARY

CONSUMERS SEE BANKS FIRST AND ACROSS DEMOGRAPHICS
Share of consumers who agree with select definitions of the word “bank,” by generation
FOREMOST AS INSTITUTIONS FOR STORING
A N D SAVI N G M o N EY' DEFINITION thzﬁnsitr(])srgéur:z:ey for/-\snaivr;sg}gtai?nning thatp‘gi\izzt::)lﬁznand

securely interest on deposits makes investments

he Cambridge English Dictionary defines a bank as “an orga-

. . . _ Generation Z 51.2% 32.3% 20.7%
nization where people and businesses can invest or borrow o
. . o Millennials 42.9% 29.1% 22.9%
money, change it to foreign money, etc., or a building where S
. i Bridge millennials 44.4% 28.9% 20.0%
these services are offered.”! We asked consumers to define
. . . Generation X 42.4% 29.0% 23.2%
banks, and they did so in much the same way, with 98.8 percent of them
Seniors/baby boomers 25.3% 44.2% 34.4%

characterizing such institutions in one of three ways. Our research shows
that 36.8 percent characterize banks as institutions that store money se-

curely, while 34.9 percent characterize them as institutions for saving and
earning interest on deposits and 27.1 percent characterize them as institu-
tions that provide loans and make investments.

Consumers’ perceptions of what a bank is change depending on their age
ranges, however. Generation Z consumers and bridge millennials are the
two generations most likely to see banks as institutions that store money
securely, with 51.2 percent and 44.4 percent defining them as such, respec-

tively. This compares to just 25.3 percent of seniors and baby boomers

who say the same. These consumers are far more likely to define banks as
institutions for saving and earning interest on deposits or that give loans
and make investments.

T Author unknown. Meaning of “bank” in English. Cambridge English Dictionary. 2020.
. Accessed March 2020.
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CONSUMERS SAY BRICK-AND-MORTAR
BRANCHES ARE STILL ONE OF THE MOST
IMPORTANT SERVICES BANKS CAN PROVIDE.

onsumers who use digital banks as their primary Fls are like
most other consumers in that they value access to checking
accounts above all other financial services. What makes digital
bank users unique is that they are far more likely than cus-
tomers who bank with other FI types to say they value online and mobile
banking options as well as ATM access, but have no interest in physical

bank branches. Our research reveals that 11.1 percent of digital bank cus-
tomers say ATM services are the most important service banks can provide.
This suggests digital banking consumers see a need for the same services
as others but have different demands in terms of how they want to access

such services.
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TABLE 2: BANK SERVICES THAT CONSUMERS INDICATE AS BEING THE MOST IMPORTANT
Share of consumers who cite select services as the most important ones banks can provide, by

primary Fl type

INSTITUTION National bank  Regional/local bank  Credit union Digital bank/PayPal
Checking accounts 64.6% 63.7% 61.3% 55.8%
Savings accounts 13.4% 10.3% 1.3% 13.6%
Have physical branch locations that | can visit 7.9% 16.1% 14.2% 0.7%
Provide ATM services 3.5% 2.1% 3.3% 11.1%
Ability to access services with mobile device 2.4% 0.7% 1.7% 6.7%
Ability to access services online 2.1% 1.5% 1.1% 5.0%
Make loans 1.6% 1.9% 3.6% 1.3%
Safe deposit boxes 1.5% 2.3% 0.7% 2.6%
Currency exchange 1.0% 1.0% 1.9% 2.3%
Wealth management 1.6% 0.5% 0.9%
Other 0.5% 0.9%
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CONSUMERS UNDERSTAND THE DIFFERENCE
BETWEEN TRADITIONAL BANKS AND THOSE
THAT PROVIDE BANKING-LIKE SERVICES.

e see high levels of consumer awareness for all types
of Fls and digital and online banks, but the majority of
consumers do not consider FinTechs, BigTech firms,
PayPal or digital banks to be banks — at least not in
the traditional sense. They do say that these Fl types offer banking-like ser-
vices, however. Our research shows that 79.1 percent of consumers are
aware of PayPal, for example, while 78.4 percent are aware of BigTech

firms. Among consumers who are aware of these two types of institutions,

only 14.8 percent and 9.3 percent, respectively, consider them to be actual
banks. Consumers are more likely to say these institutions are not banks
but still provide products and services similar to those offered by banks,
with 35.7 percent and 23.4 percent saying so, respectively. There are also
47.3 percent of consumers who are aware of digital and online banks, which
31.1 percent of aware consumers consider to be traditional banks.
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FIGURE 1: CONSUMERS’ FAMILIARITY WITH BANKS, CREDIT UNIONS AND DIGITAL AND ONLINE BANKS
Share of consumers expressing awareness of select institutions who do or do not consider them
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WHAT IS A BANK?

CONSUMERS ARE STILL MOST LIKELY
TO USE TRADITIONAL BANKS,
BUT MANY WOULD ALSO USE BANKING-LIKE
PRODUCTS FROM NON-TRADITIONAL Fls.

ational and local banks are the two most common types of

FIs from which consumers would like to use financial prod-

ucts and services, but digital players like PayPal and digital

banks that lack brick-and-mortar branches also appeal to
many. Our survey shows that 64.2 percent of consumers are either “very”
or “extremely” likely to use or already use national banks, and 60.1 percent
feel the same toward local and community banks. This compares to 34.2
percent who would be “very” or “extremely” likely to use or already use
banking-like services from PayPal and 27.5 percent who would be “very”
or “extremely” likely to use or already use banking-like services from digital
and online banks — not quite as many as would use national banks, but still
considerable portions of the population.
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TABLE 3: CONSUMERS WHO ARE “VERY” OR “EXTREMELY” LIKELY TO USE SELECT TYPES OF Fis
Share of consumers who say they are likely to use select types of Fls

LIKELIHOOD

Extremely likely to use/
already use for
banking services

Very likely
to use for
banking services

Somewhat likely
to use for
banking services

Not at all likely
to use for
banking services

National banks
Local/community banks
Regional banks

Credit unions

PayPal

Digital/online banks
BigTech firms

Financial technology firms

44.1%
37.8%
29.9%
31.7%
23.9%
15.5%
8.3%
6.0%

20.1%
22.3%
24.6%
17.4%
10.3%
12.0%
5.9%

4.5%

10.2%
11.9%
14.5%
10.3%
9.6%
9.7%
7.5%

5.3%

6.2%
4.1%
3.0%
4.0%
6.7%
4.6%
10.9%

1.5%
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MORE AFFLUENT CONSUMERS BANK PRIMARILY
WITH NATIONAL BANKS, CREDIT UNIONS
AND DIGITAL BANKS. LOWER-INCOME
CONSUMERS BANK PRIMARILY WITH REGIONAL
AND COMMUNITY BANKS AND PAYPAL.

ational bank customers, CU members and digital bank
customers are most likely to be from the highest income
brackets (earning more than $100,000 per year), while local
and regional bank and PayPal customers are most likely
to be in the lowest income bracket (earning less than $50,000 per year).
Our research shows that 47.5 percent, 12.8 percent and 6 percent of high-
income consumers use national banks, CUs and digital banks as their
primary Fls, respectively. National banks are used by 39 percent, CUs are
used by 9 percent and digital banks are used by 4 percent of consumers
in the lowest income bracket, by comparison. Among consumers in the
lowest income bracket, 23.1 percent use local banks, 20.2 percent use re-

gional banks and 4.2 percent use PayPal. Our survey shows that just 17.3

percent, 13 percent and 2.8 percent of consumers in the highest income
bracket use these institutions as their primary Fls, respectively.

FIGURE 2: CONSUMERS’ LIKELIHOOD OF USING VARIOUS TYPES OF Fis
Share of consumers who currently use select types of Fls, by income
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BRIDGE MILLENNIALS, MILLENNIALS AND GEN Z
ARE THE GROUPS THAT ARE MOST LIKELY TO USE
DIGITAL BANKS AND PAYPAL, SUGGESTING THESE

INSTITUTIONS ARE LIKELY TO GROW MORE THAN OTHER

TABLE 4: DIFFERENT GENERATIONS’ LIKELIHOOD OF USING VARIOUS TYPES OF Fls
Share of consumers who currently use select types of Fls, by generation

FI TYPES AS THESE GENERATIONS COME OF AGE GENERATION sresions - Milms - Bdsemilemile - Benerston®t - Senralebybooner
National banks 45.2% 46.4% 48.2% 47.7% 39.2%
Local/community banks 23.0% 13.7% 16.1% 21.5% 24.3%
references for Fl types shift between generations, with bridge Regional banks 10.3% 12.3% 10.6% 14.2% 21.7%
millennials being the most likely of all generations to bank with Credit unions 10.0% 10.3% 9.8% 10.8% 12.4%
both national banks and digital and online banks. According to Digital/online banks 6.8% 7.3% 8.1% 3.6% 1.9%
our survey, 48.2 percent of bridge millennials’ primary Fls are PayPal 4.7% 8.1% 6.3% 2.0% 0.3%
national banks, and 8.1 percent of them use digital and online banks as their Financial technology firms 1.0% 0.9% 0.3%
primary Fls. This compares to 46.4 percent and 7.3 percent of millennials BigTech firms 0.9%
who bank primarily with these institutions, respectively. Bridge millennials Brokerage house 0.3%

are also the second-most likely generation to use PayPal and FinTechs as
primary Fls, behind millennials. Our research shows that 6.3 percent of
bridge millennials and 8.1 percent of millennials bank with PayPal, while 0.9
percent of bridge millennials and 1 percent of millennials use FinTechs as

their primary Fls.
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THERE IS A GAP BETWEEN THE SERVICES

TABLE 5: SERVICES CONSUMERS BELIEVE BANKS SHOULD OFFER

THAT CONSUMERS EXPECT BANKS VERSUS THOSE THEY ACTUALLY USE
Share of consumers who believe banks must provide select services
TO PROVI DE AN D TH E SE RVICES THAT versus the share who use those services, by type of primary Fl
THEY ARE USING WITH THEIR PRIMARY FiIs. Abilit Abilt
Yy y
Checking Savings Make Provide to access to access Currency
SERVICES accounts accounts loans ATM services  with laptop/  with mobile exchange
computer device
he products consumers believe institutions must offer to be
considered banks in the traditional sense are not always the National bank 94.7%  74.8%  30.4%  73.5%  686% = 52.2% 7.2%
same products they actually use. We see a particularly strong Regional/local bank 955%  72.8%  31.8% 71.1% 63.7%  435%  4.2%
disconnect between the share of consumers who say banks Credit union 952%  929%  40.3%  66.8%  671%  44.5% 5.2%
need to provide loans and currency exchanges and the share who use them, PayPal 60.1% 51.3% 12.1% 443%  531% 47.2% 2.8%
for example. Our research shows that 70.9 percent of national bank custom- Digital/online bank 91.5% 73.7% 9.1% 59.2%  74.5%  74.6% 2.0%
ers believe banks must provide loans, but only 30.4 percent of them actually
use loans. We also see 43.2 percent of national bank customers saying SERVICES THAT MUST BE PROVIDED
banks must provide currency exchanges, even though just 7.2 percent of
. National bank 96.0%  91.4%  709%  789%  614%  56.3%  43.2%
these consumers actually use such services.
Regional/local bank 972%  937%  755%  778%  601%  467%  40.5%
Credit union 96.9%  90.8%  75.8%  72.8%  41.9%  47.8%  32.5%
PayPal 65.0%  774%  39.0% 607%  40.0%  49.8% = 49.2%
Digital/online bank 89.5% 89.0% 53.8% 70.8%  59.7% = 54.8% = 221%
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DISCLAIMER

Ask PYMNTS.com: What Is A Bank? may be updated periodically. While reasonable efforts are made to keep the content
accurate and up-to-date, PYMNTS.COM: MAKES NO REPRESENTATIONS OR WARRANTIES OF ANY KIND, EXPRESS OR
IMPLIED, REGARDING THE CORRECTNESS, ACCURACY, COMPLETENESS, ADEQUACY, OR RELIABILITY OF OR THE USE
OF OR RESULTS THAT MAY BE GENERATED FROM THE USE OF THE INFORMATION OR THAT THE CONTENT WILL SATISFY
YOUR REQUIREMENTS OR EXPECTATIONS. THE CONTENT IS PROVIDED “AS IS” AND ON AN “AS AVAILABLE"” BASIS. YOU
EXPRESSLY AGREE THAT YOUR USE OF THE CONTENT IS AT YOUR SOLE RISK. PYMNTS.COM SHALL HAVE NO LIABILITY
FOR ANY INTERRUPTIONS IN THE CONTENT THAT IS PROVIDED AND DISCLAIMS ALL WARRANTIES WITH REGARD
TO THE CONTENT, INCLUDING THE IMPLIED WARRANTIES OF MERCHANTABILITY AND FITNESS FOR A PARTICULAR
PURPOSE, AND NON-INFRINGEMENT AND TITLE. SOME JURISDICTIONS DO NOT ALLOW THE EXCLUSION OF CERTAIN
WARRANTIES, AND, IN SUCH CASES, THE STATED EXCLUSIONS DO NOT APPLY. PYMNTS.COM RESERVES THE RIGHT AND
SHOULD NOT BE LIABLE SHOULD IT EXERCISE ITS RIGHT TO MODIFY, INTERRUPT, OR DISCONTINUE THE AVAILABILITY
OF THE CONTENT OR ANY COMPONENT OF IT WITH OR WITHOUT NOTICE.

PYMNTS.COM SHALL NOT BE LIABLE FOR ANY DAMAGES WHATSOEVER, AND, IN PARTICULAR, SHALL NOT BE LIABLE
FOR ANY SPECIAL, INDIRECT, CONSEQUENTIAL, OR INCIDENTAL DAMAGES, OR DAMAGES FOR LOST PROFITS, LOSS
OF REVENUE, OR LOSS OF USE, ARISING OUT OF OR RELATED TO THE CONTENT, WHETHER SUCH DAMAGES ARISE
IN CONTRACT, NEGLIGENCE, TORT, UNDER STATUTE, IN EQUITY, AT LAW, OR OTHERWISE, EVEN IF PYMNTS.COM HAS
BEEN ADVISED OF THE POSSIBILITY OF SUCH DAMAGES.

SOME JURISDICTIONS DO NOT ALLOW FOR THE LIMITATION OR EXCLUSION OF LIABILITY FOR INCIDENTAL OR
CONSEQUENTIAL DAMAGES, AND IN SUCH CASES SOME OF THE ABOVE LIMITATIONS DO NOT APPLY. THE ABOVE
DISCLAIMERS AND LIMITATIONS ARE PROVIDED BY PYMNTS.COM AND ITS PARENTS, AFFILIATED AND RELATED
COMPANIES, CONTRACTORS, AND SPONSORS, AND EACH OF ITS RESPECTIVE DIRECTORS, OFFICERS, MEMBERS,
EMPLOYEES, AGENTS, CONTENT COMPONENT PROVIDERS, LICENSORS, AND ADVISERS.

Components of the content original to and the compilation produced by PYMNTS.COM is the property of PYMNTS.COM and
cannot be reproduced without its prior written permission.
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