ESTA ANNUAL CONFERENCE 2015 — AN EVOLVING CASH MARKET

Evolving customer needs and solutions:
branch transformation and teller automation
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The retail banking sector is facing significant challenges with increasing
complexity of customer interactions and persistent cost pressures
|

Market context

Drivers

Revenue growth

challenging The branch remains the primary channel for

_ acquiring and deepening customer relationships,
but it is costly to operate and faces competition

Increasing cost from direct channels

pressures
I

Intensifying

competition “stores [branches] are critically important to the overall
_ acquisition strategy and service of our customers, even

for millennials who don’t visit very often”

Changing
John Stumpf, CEO, Wells Fargo

customer
behaviour
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Evolving customer needs

Banks must adapt their service delivery strategy in order to meet
the evolving consumer needs and to optimise cost efficiency

Drivers

Increasing cost
pressures

Changing
customer
behaviour
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Falling numbers of branch visits is forcing banks to radically change the
format, technology, process and staffing of their branch networks...

Evolving customer needs

Network
Number,
location

» Convenience

Consumers » Security
» Choice

Technology Format
Customer, Size,
employee layout

Branch
Transformation

» Lower costs

» Higher revenue Processes

People

Roles,
responsibilities

Front office,
» Loyal customers back office

...and in many cased rationalise their footprint
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Rationalising branch networks is only part of the solution — remaining
branches must be transformed

Tradltlonal branch Open-plan branch

) Routlne trarrS'actlons

) Securlly barriers

> Cost é‘gﬁﬁi ” ’_;_,

» Banks are responding to customer demand and competition by making the branch more
attractive to use and more efficient to operate — shifting the focus from transactions to
interactions
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Teller automation
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Teller automation is a vital enabler of branch transformation —in
particular the use of teller cash recyclers
TAUs installed worldwide Key reasons for deploying TAUs
Low High

250.000

200.000

150.000

100.000

50.000 -

2015 2016 2017 2018

M Dispensers k4 Recyclers

2019

Increased Efficiency
Accuracy

Improved Security
Branch Transformation
Return on Investment
Increased Cross-Sales
Relationship Building
Redeployment of Staff
Teller Reduction

Regulatory

Source: RBR “Teller Automation and Branch Transformation 2015”
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Banks are under pressure to increase the efficiency of their retail
networks, which will lead to major transformation of their branches

» The profitability of bank branch networks is under intense scrutiny in a challenging
business and regulatory environment

V

» Banks recognise the importance of branches for acquiring and retaining customers,
and therefore need to find ways of leveraging their branch networks to boost
revenues while improving operational efficiency

{

» We are entering a new era of branch transformation, involving not just changes to
the number and format of branches, but major changes to technology, processes and

people
V

» These changes will force current CIT and CMC business models to evolve
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Thank you for listening...

» Morten Jorgensen
Director
morten.jorgensen@rbrlondon.com

» RBRis a leading research and consulting firm specialised in the areas of cards, payments and
banking automation. Based in London, RBR serves clients across more than 100 countries
through premium research reports, consulting, newsletters (Banking Automation Bulletin) and
conferences

B — gy |
www.rbrlondon.com
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