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The future role of the bank branch and retail banking

For years, the innovation of the retail banking sector has been focusing 
on improving digital infrastructures to support new and efficient services 
for users.

Today, more than ever, the physical bank is facing new transformations, 
primarily due to an unexpected historical period that has intensified cu-
stomer needs, but also due to an increasingly competitive market given 
the birth of numerous challenger banks of digital nature, preferred by the 
younger generations.

This article focuses on the future transformation of the branch, with a 
particular emphasis on the future role of the physical branch which, in 
our vision, must switch from a transactional point of reference to a rela-
tional one, where users can live engaging banking experiences. 

The article also highlights the key insights gained from the interview 
to Morten Olsen, Independent consultant and former Head of Branch 
Network and ATM development – global, Nordea.
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The period of Covid-19 becomes an accelerator itself, as the lockdown period has 
brought the different generations of users closer to the use of online services, di-
scovering and testing firsthand the potential of digital also with regard to banking 
services and operations. In fact, 70% of Italian banking users believe that during 
this historical period the possibility of carrying out operations remotely represented 
a more convenient and effective solution. 

The generation of Millennials (y), more accustomed to the use of digital solutions 
and online services, rises to 90% in the use of remote banking services.

According to J.P. Mustier, CEO of Unicredit, “In the last three months, more progress 
has been made in our digital transformation than in the last three years”, noting a 
27% increase in active mobile users compared to the previous year. (corriere)
The “emergence” of digital services, however, increasingly questions the role of 
bank branches, for which a decrease in access to banking services at the physical 
point is expected by about 30%. (avvenire)

POST-COVID PHYGITAL ACCELERATION 

This data affirms the need for accelerating digital transformation 
and, by introducing the convenience and efficiency supported by di-
gital, the attitude of using online services can only persist, continue 
and evolve.



4

As our interlocutor Morten Olsen pointed out, the Nordic countries are currently 
witnessing a shift towards banking complex advisory services, that is being carri-
ed out along with the optimization of the number of square meters as well as the 
abandonment of the ground floor. 

While closing some branches, banks are transferring others from the ground floor 
to upper floors. The branches located in larger cities still offer their customers, for 
now, the possibility to perform their daily banking errands on the ground floor. The 
rest of branches, however, have moved away from the ground floor to upper floors, 
where the advisors both conduct physical and online interaction with customers. 

The ground floor premises are used in the initial phase of the transformation, but as 
the shift towards more complex advisory services continues, ‘‘it will become natural 
also from the cost perspective to place branches in offices with lower square meter 
prices’’ (es., upper floors, in the suburban areas, away from the city center).

POST-COVID PHYGITAL ACCELERATION 
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3 fundamental points for evolution

The digital transformation that affects retail banking will have undoubtedly 
consider a renewal of physical stores focusing on three fundamental aspects: 
user-centricity, experience and omnichannel-ness, where digital will be es-
sential to facilitate use and create fluid, not fragmented experiences.
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The user-centricity has been the protagonist of the last decade’s innovations and 
acquires even more value today. Putting the users at the center means analyzing 
and getting to know their behavior and preferences thoroughly, in order to be able 
to offer them personalized experiences as well as anticipate their needs, while sa-
tisfying and exceeding their expectations.

Consumers increasingly expect the bank to be proactive towards them and to com-
mit to making their life easier and more convenient, while adding value to the ser-
vices it offers.

In response, financial institutions, effectively using big data, artificial intelligence 
and behavioral analysis, could for example recommend to the users products in line 
with their needs and tastes, send them promotions on special occasions and upda-
te them on special offers relating to purchases already made previously. However, 
offers and promotions must be tailored to the specific customer and above all, they 
must be relevant to the context and environment in which they are located at that 
precise moment. (medium)

POST-COVID PHYGITAL ACCELERATION 
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It is believed that personalization in retail banking should become 
the cornerstone of the new business and service model. The bank 
will derive numerous advantages, also in terms of profit, from the 
commitment to building a relationship based on trust and on a deep 
financial dialogue with the user. The latter, in fact, will recommend 
the bank to others, and will consolidate her/his financial activities 
with it.



Users increasingly need to be trained and followed, they seek an empathetic, pro-
fessional and resolutive relationship according to their needs. They require customi-
zation of products and services; they prefer comfort and simplicity, spaces must be 
increasingly welcoming, inclusive and available to the user; the perfectly integrated 
digital must be a facilitator, simple and intuitive, to support every need. 

Especially the younger generations who already prefer online services, look for new, 
diversified and engaging experiences in the physical space.

The branch is no longer a place where one simply finds that s/he is looking for, but 
must become a point of reference for valuable activities: socio-cultural, business 
and education, growth, research and development. The experiences must above all 
be “seamless”, that is the fusion of physical and digital must guarantee a fluid use. 
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In Olsen’s view, it is important to consider the entire experiential 
process of the user that includes the before, during and after of the 
in-branch experience, creating a sort of a loop and end-to-end cu-
stomer experience.

POST-COVID PHYGITAL ACCELERATION 
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Omnichannel-ness allows you to create an interconnected system of channels, pro-
ducts, services and touchpoints. If the multichannel provided multiple channels to 
carry out banking transactions in different ways, omnichannel is an approach that 
enhances the multichannel-ness by creating a single system of channels, interactions 
and relationships – aspects that contribute to create a phygital experience.

https://www.ibm.com/industries/banking-financial-markets/resources/omnichan-
nel-banking-paper/

These three key points briefly summarize what the phygital approach is: enhancing 
the physical point of sale through a diversified network and with service models that 
aim at customer centricity, where digital, integrated and “invisible”, acts as a facilita-
tor for the creation of seamless experiences through different integrated channels.

POST-COVID PHYGITAL ACCELERATION 
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In an article, IBM defines omnichannel as “much more than a simple 
way for customers to transact, it is a uniform and coherent inte-
raction between a customer and a financial institution, across mul-
tiple channels. While the multichannel focuses on transactions, the 
omnichannel focuses on interactions.”
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POST-COVID PHYGITAL ACCELERATION 

The phygital bank offers “smart instant” experiences, harnesses the power of di-
gital across all channels, both for operations and for the organization. A Phygital 
Bank is inherently digital as an organization. 

Everything in the organization, including its leadership, culture, the way the organi-
zation collaborates to deliver its services and the way skills are leveraged, acquired 
or developed is in tune with the digital age. (accenture)

https://www.accenture.com/_acnmedia/pdf-58/accenture-how-to-become-a-phy-
gital-bank-in-a-year.pdf

In the digital integration, branches always remain an essential reference point: ope-
rational, relational and of value. The change in customer behavior and the emergen-
ce of new technologies do not mean the end of branches, but the advent of “smart 
branches”.
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As daily banking transactions are embracing 
digital possibilities, a lot depends on the coun-
try and its maturity level: while the Nordics are 
leading the process, banks in other countries 
are still struggling with getting their customers 
used to the digitalization of daily transactions. 

Currently in the Nordics, 80% of daily banking 
operations are done digitally, 15% are done 
remotely (skype, zoom, etc.) and only 5% is 
done physically; while the complex advisory 
interactions take up respectively 30% (digital), 
50% (remote) and 20% (physical). 

The remote advisory interactions have been 
scaled up by Covid-19, as customers have 
been forced to use them and eventually, they 
got comfortable with that. 

The technology has several goals: the migra-
tion of transactions and sales to digital chan-
nels, 24/7 customer access, a personalized 
approach to sales, and a unified, omnichan-
nel user experience, to ensure that customers 
have a seamless experience online, in the app 
or at the physical branch. (mckinsey)

(https://www.mckinsey.com/industries/fi-
nancial-services/our-insights/a-bank-bran-
ch-for-the-digital-age)
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POST-COVID PHYGITAL ACCELERATION 

In order to be increasingly competitive, optimize and reduce costs, and increase profits, the ban-
ks of today and tomorrow will have to adopt an approach focused on the user and on the perso-
nalization of experiences and services by diversifying the offer also through physical space.

In regards to the future role of retail banking, Olsen claims physical 
branches will stay, but fewer and shaped differently: showing a more 
complex advisory appeal to customers who will prefer to have a phy-
sical interaction with the bank. 

ISSUE 010





WHY WILL THE PHYSICAL SPACE ALWAYS BE IMPORTANT?
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Today’s user, despite being increasingly “digi-
tized”, searches for and expects human inte-
ractions from the bank and the ability to inte-
ract with a consultant in the physical place.

(https://everfi.com/insights/blog/the-futu-
re-of-retail-bank-design/)

This trend has been accelerated as a conse-
quence of the Covid-19 pandemic, because 
the limitations imposed by the Governments 
have led to a significant change in the way the 
user interacts with the bank: many branches 
have been closed temporarily and therefore 
the consultancy has migrated to digital chan-
nels.

Although branches are a significant cost for 
banks, they will continue to exist, because 
they are a point of contact with the user and 
are able to convey trust and value through real 
and authentic experiences, which digital ban-
ks struggle to offer via apps.

The branch should be a digital support, and 
not feel threatened by digitization, because 
the user must have the ability to independent-
ly manage basic operations, but at the same 
time, must be able to be supported by a con-
sultant when necessary.

Moreover, in this period more than ever, the user 
seeks empathetic relationships and high-value 
advice with the bank’s staff. Therefore, the phy-
sical branch will acquire further value and will 
have to focus even more on offering effective 
and empathetic support and on completing the 
shift, from a point of reference for transactions 
to a relational one.

ISSUE 010
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With a view to evolving into a relational reference point, the bank’s staff will take 
on an increasingly important role. In fact, the ability to connect with the user 
and show empathy towards her/him will be a fundamental skill, together with 
the trust the bank manages to transmit, the professionalism and the coaching 
service it offers, aimed for example at support during the digital migration pha-
se.

At the same time, this period could be useful for starting to approach new stra-
tegies, aimed at making the bank more agile and competitive, also with regard 
to the physical place that represents it. 

It will be necessary to focus not only on improving the experience offered to the 
user, which will have to be increasingly personalized, but above all on the servi-
ces that will be offered in the physical place, which must be adapted to the new 
needs of a particular catchment area. 

The transformation of the physical space and services offered to the user will 
follow the branch diversification, so it will be calibrated on the basis of the 
context in which they are located. Among these, the flagships, namely branches 
located in the most central areas of the city, will probably evolve into multi-ser-
vice hubs and will be characterized by a financial core that embraces different 
spheres of people’s lives, and which focuses on the needs of the different ca-
tchment areas involved, through the proposal of ad hoc services.

In order to achieve and consolidate results on the long run, Olsen 
sees change management as a fundamental part of the process as 
it helps ensure that every employee understands the reasons of the 
change and develops a positive attitude towards it.
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According to Olsen, flexibility and modular 
approach are key in this process, with modu-
les allowing to precisely implement design 
and communication strategies. 

In bigger cities, branches will be endowed with 
branding as well as social responsibility of 
guiding the customers towards and through 
the digital opportunities. 

Smaller branch outlets, located on the 2nd or 3rd 
floor, will offer advisory services and take care 
of key life moments of the customer – they 
will be more of an office space, but designed 
with emotional experience in mind. Flexibility 
is what actually drives the branch diversifica-
tion.

Some branches could be transformed into hy-
brid spaces, and with the term hybridization, 

we mean the possibility for the bank to extend 
its core business according to the needs and 
interests of customers, and transform the 
branch into a flexible multifunctional space, 
diversified on the basis of the catchment area.

As banks are increasingly integrating ele-
ments of entertainment and hospitality into 
the in-branch concept, the question is: will it 
strengthen or weaken their position? Olsen 
believes this trend will mostly affect retail ban-
ks boasting a good location, as a way to diver-
sify themselves from competitors. From the 
product sales point of view, their position will 
get weaker, but the business case will grow 
supported by softer areas such as branding, 
image, loyalty, trustworthiness towards to the 
bank.

Retail banks should look further into their ecosystem and co-
operate with other partners in order to create natural links to 
their products and respond to their customers’ actual needs in 
different life situations. 
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The space could be used to promote cultural initiatives dedicated to young cre-
atives, not just the bank’s customers, and host workshops, talks, courses as 
well as music and art events.

At the same time, the bank’s physical space is hybridized when offering services 
that go beyond the bank’s core business. 

ISSUE 010

For example, by offering additional services such as coworking, the 
bank could attract more customers to the physical space and crea-
te more engagement. The excess spaces of the branch, therefore, 
could be dedicated to small businesses and individuals, who need 
a stimulating, equipped and highly technological place where they 
could work.





Banks will have to redefine the format of the branches, diversifying them on the basis 
of the catchment area and the context in which they find themselves, evolving from 
a traditional and generalized approach to one that is increasingly specialized on the 
customer segment involved.

Mckinsey, in the article “A bank branch for the digital age” hypothesizes a diversi-
fication by geographic area. Smaller and exclusively self-service branches will be 
located in rural areas; the standard branches will be located in sub-urban areas and 
the floor area will be larger, they will make up the majority of the network and will be 
characterized by the presence of personnel dedicated to consultancy, together with 
self-service services.

In urban areas there will be sector branches, focused on a particular customer seg-
ment that requires specific and high-level banking services, and finally, in the most 
populated urban areas, there will be flagships, of maximum size of floor area, which 
integrate digital to consultancy focused and specialized on a wider range of custo-
mer segments. (mckinsey)

In today’s digital age, we are also witnessing the continuous birth and growth of chal-
lenger banks, digital banks that often shape their model by focusing on a specific 
catchment area and its needs by creating real online communities.

For example, Simple bank embraces a young and digital user base, whose main goal 
is savings through goals set by the user. Simple bank therefore proposes a coaching 
service aimed at keeping the user’s expenses under control, suggesting tactics to 
make the most of economics by setting goals and guiding them to achieve them, 
putting in remote contact even individual users.
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DIVERSIFICATION
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Lunar, another digital bank, was born with a facilitator approach similar to Simple, but, in 
partnership with Astralis Group, creates a section completely dedicated to the commu-
nity of Gen Z gamers, fans of eSports. The new service not only offers an Astralis per-
sonalized payment card and digital platform, but provides content such as interviews 
and behind the scenes of the Astralis gaming world. For Lunar, it is an opportunity to 
use entertainment as a stimulus for young users to stay connected and interested in 
the financial world.

Physical banks, with a view to evolution and innovation in order to remain competitive, 
could be inspired by the approach of these digital banks, with the aim of exploiting the 
space to become a physical reference point for a community, responding to common 
interests through direct involvement.

In addition, the branch, acquiring more and more relational and professional value, 
could integrate hyper-personalized services that fully embrace the different needs of 
the user’s life.

According to Olsen, investing into infrastructure of common platform 
for both digital and physical interactions is key, especially for the 
retail banks that have a long heritage, as it helps maintain the same 
look & feel for the customers who use both online services and phy-
sical interactions. In the Nordics there’s an increasing trend to in-
vest in visually and emotionally driven advisory services, rather than 
asking if the customer wants a car loan, the new advisory narrative 
employs images and pictures to talk about her/his future plans and 
dreams. 
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HOW TO ATTRACT FUTURE GENERATIONS TO PHYSICAL SPACE?

The banking space, in its path of innovation, 
will also have to increasingly take into con-
sideration the new generations who have an 
evolved and diversified approach to banking 
compared to the “traditional” customers (X ge-
nerations and baby boomers). 

In fact, we are talking about young genera-
tions, digital natives (Y), social natives (Z), 
native programmers (Alpha), respectively our 
present and our future. 

These are three very different generations both 
from a personal and cultural point of view, but 
they have in common the adhesion to the use 
of digital channels by fully understanding the 
aspects of practicality, speed, and effective-
ness.

Specifically, generation Z involves users born 
between 1995 and 2015; today they are still 
university students, or recent graduates, or 
young workers. 

Born and raised digital, in a period in which te-
chnology and digital were already widespread, 
these users are accustomed to their use and 
fully understand their functional logic, adap-
ting and quickly learning functions and appli-
cations. 

Given their inclination to use digital to buy, ma-
nage their account and their savings, invest, 
travel, etc. in an ecosystem saturated with 
services and in continuous growth, they prefer 
everything that brings value to their experien-
ce, online and physical. 
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HOW TO ATTRACT FUTURE GENERATIONS TO PHYSICAL SPACE?

Therefore, attracting them means actively in-
volving them, becoming a stimulus for their 
cultural and entrepreneurial as well as finan-
cial growth. 

Once their attention has been captured, to en-
sure lasting membership, it is necessary to 
continue feeding their curiosity, continuing to 
offer training and information services in total 
accessibility and transparency. 
The branches can thus become a reference 
point for their training but also for the con-
ception and development of new forms of 
business, real incubators where you can cre-
ate synergies between young startuppers and 
venturers.

An important aspect that characterizes these 
advanced users is their inclination to want to 
share anything. They are the word-of-mouth 
of brands, they share their participation and 
physical presence at events as well as sug-
gest apps and services according to efficiency, 
functionality and involvement.

The screen banking generation performs all 
operations from their smartphone, because it 
is faster, more convenient and directly in their 
pocket. This does not mean, however, that 
they retreat to the digital world: in fact, they 
are looking for physical places where to live 
new and engaging experiences, where to con-
taminate themselves culturally, where they 
can learn and exploit synergies, be followed 
and guided by a professional figure with whom 
to build a relationship of trust.

The physical bank will have to transform to ac-
commodate current and future needs by pla-
cing the customer at the center. This means 
building an ecosystem of services, channels 
and relationships around individual users, in-
creasingly customizing the banking experien-
ce with the help of new integrated technolo-
gies capable of responding to and anticipating 
customer needs. 

Space plays an important role, as a physical reference point 
where you can come into direct contact and immerse yourself 
in the banking world.
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