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Consumer Choice And Banking Services In The Digital Age




The Where Will We Bank Next? Survey is done in collaboration with Green Dot, and PYMNTS is grateful for the company’s support and insight. PYMNTS.com retains full
editorial control over the findings presented, as well as the methodology and data analysis.


http://www.PYMNTS.com
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Introduction

he Financial Stability Board (FSB) — a financial watchdog organization composed of the G-20's
central banks — recently noted that “BigTech” companies appear poised to upend the financial
services industry. These firms, including Amazon, Google and Chinese giants Alibaba Group and
Tencent Holdings, are all players moving “inexorably” into the financial services space, it said.

The FSB's comments seemed less about the direction in which such businesses are heading and more about
theregulatory standards under which they operate. Such concerns aside, though, the organization’s report and
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Introduction

others like it share a central theme: The increasing
availability of non-bank alternatives could become
a threat to traditional financial institutions (Fls).’

The fear is not entirely unfounded.

PYMNTS' researchers surveyed more than 2,500
consumers in February 2019, asking about
their relationships with their financial services
providers and interest in “banking” with non-bank
alternatives. While 64.3 percent of those surveyed
had been with their FIs for more than five years,
and 90.6 percent report that these providers fit
their banking needs, 13.6 percent say they would
be “very” or “extremely” interested in switching
from their primary Fls to find new ones. That's
roughly 34 million people aged 18 and older who
live in the U.S.

At the same time, 57.5 percent of our control
group expressed interest in getting some of its
banking services from non-banks. Perhaps none
of the names on the list of such will come as a
surprise. Many are brands with which consumers
have built trusted relationships over many years
and have interacted daily —mostly in transactional
contexts.

Thirty percent of all studied consumers say they
would consider using payment platform PayPal
for basic banking services like checking, savings
and dehit products, while 24.8 percent would do
the same for Amazon, 14.9 percent Google and
13.0 percent Apple.

" Brush, Silla. Big tech is coming for big banks’ profits, finance regulators warn. The Seattle Times. 2019.

. Accessed April 2019.
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What may be a surprise is the small, but significant,
number who might consider “banking” with the
retailers or firms that have touched their financial
lives in some way. Of the consumers we studied,
17.5 percent might be interested if such services
were offered by Walmart. Beyond basic banking,
consumers can now access alternative service
providers like Robinhood and Betterment, which
have made more complex offerings like investing
and stock trading readily available to them.

The question, then, is why? Why would consumers
with such long-standing bank relationships — and
who say their Fls fit their needs — be willing to
consider getting basic banking services from
firms whose core businesses are unrelated?

This is what PYMNTS and Green Dot set out to
understand in the Where Will We Bank Next?
Survey. We collected and analyzed response data
from 2,500-plus U.S. consumers to gain a firsthand
account of why they choose their primary Fls and
the services those institutions provide. We also
asked about their favorite brands to understand
how consumers establish preferences outside
their banking relationships, including with which of
those brands, if any, they would consider “banking”
for checking, savings accounts and debit cards.
As always, we used a census-balanced panel to
ensure our results reflect typical U.S. consumers'’
attitudes.
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Our findings uncovered six important insights:

Consumers use their primary banks to store,
save and access their money.

Most consumers use their primary Fls to store money until they are ready to use it, to save it and to access it
via numerous methods and channels. Most (87.3 percent) report having checking accounts with their banks, 77.3
percent say the same for bank-issued debit cards, 68.9 percent for savings accounts and 68.1 percent use banks for
direct deposit from sources like payroll. These fundamental services are the bedrock for long-lasting consumer-bank
relationships, too: 64.3 percent of surveyed consumers have had the same primary Fls for more than five years, with
90.3 percent having had the same ones for at least one year.

Trust is the cornerstone of consumers’ relationships
with their primary Fls.

The institutions through which consumers choose to store, save and access their funds must naturally be trusted
to keep that money safe and easily accessible. Consumers most value trust (53.7 percent) and convenience (52.1
percent) — defined as access to physical (52.1 percent) and digital (52.0 percent) banking services — from their
financial services providers.

R 1y

Ao Most consumers say their banks
“have their backs.”

This foundation of trust is why 90.6 percent of bank customers feel their Fls “have their backs." The 9.4 percent who
feel differently cite fees and lack of convenience at 22.2 percent and 22.2 percent, respectively.

“Fit" isn't enough
to keep consumers sticky.

We found that it wasn't just the nearly 10 percent of consumers who say their primary Fls aren't good fits who
are willing to consider non-bank alternatives. In fact, the 71.3 percent of consumers who indicate being “very" or
“extremely” interested in switching providers also say their primary Fls fit their needs. These consumers are younger
than 45 and have been banking with their current providers for less than five years.
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More than half of surveyed consumers would be open

to non-bank alternatives.

Fit appears to be about more than FIs' abilities to bundle and provide basic banking services, with consumers instead
focused on the value wrapped around delivery. They now expect providers to offer easy-to-use interfaces on both
digital and mobile channels. Non-bank alternatives — especially digital-first technology firms — can provide those =
experiences, making switching banks seem appealing: 13.6 percent of surveyed consumers are “very” or “extremely”
interested in doing so, and 57.5 percent would consider using banking services from such brands if they were offered.

Brands like PayPal, cited by 30.5 percent of consumers, and Walmart (17.4 percent) already see consumers using their
services in that capacity. Those who use Amazon (24.8 percent) interact regularly and have often built transactional
relationships over years. Big tech brands like Google (14.9 percent) and Apple (13.0 percent) offer digital wallets that
some consumers already use to pay and transfer money to others.

To be clear, this finding does not suggest that consumers would leave their banks for non-bank alternatives — switching
creates friction when moving both financial accounts and the relationships linked to them. It does, however, point to
their openness to services provided by brands with which they have trusted relationships.

Younger consumers are more likely to consider
non-bank alternatives.

Certain generations are even more likely to consider alternative banking solutions from non-bank brands with
which they maintain trusted relationships: millennials and Generation Z (Gen Z). That could be because their digital
expectations are so high, their banking needs are not as complicated or both.

Mare than half (54.7 percent) of surveyed Generation X (Gen X) consumers who are very or extremely interested in
switching FIs would consider banking alternatives offered by PayPal, 46.3 percent of millennials said the same about
those from Amazon and 40.0 percent from Gen Z were interested in Google's offerings. Bridge Millennials — the 52.6
million consumers aged 30 to 40, and the first connected consumer generation with spending power — also expressed
strong interest in switching to non-bank alternatives: 68.8 percent would change primary Fls, 37.8 percent would
consider PayPal services and 35.0 percent said the same of Amazon.

A T S ST A

X e (- -

—;mm-l&:mxa—.ﬂmﬁ.h ks

Such findings merely scratch the surface of our research. The following

pages will examine the extent to which consumers’ trust shapes their
current banking relationships and how far they might extend that trust to
alternatives.
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Consumers
and their banks:
N It 1or the long haul

ccording to our analysis, 93.4 percent of U.S. consumers now have access to bank accounts.
What's more, 90.3 percent of those who do have been banking with the same Fls for at least
one year and 64.3 percent have been with them for more than five.

This might not be surprising. Switching banks isn't always easy or convenient, and most
consumers have linked several services to their bank-maintained checking accounts — bill payments,
subscription services and cards on file with merchants, to name a few. The issue isn't so much that
consumers won't switch, but that they need great incentives and reasons to do so. The value must outweigh
the associated frictions, after all.

© 2019 PYMNTS.com All Rights Reserved April 2019 | 8



@ Consumers and their banks: In it for the long haul

FIGURE 1:

Time consumers have spent banking with their primary Fls
Share who said their primary Fls were good fits, by banking relationship duration
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That friction intensifies the longer consumers bank with their primary Fls, and seems to vary by institution
type. Local banks enjoy the longest customer relationship terms, for example, with 75.2 percent of their
customers banking with them for five-plus years.
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@ Consumers and their banks: In it for the long haul

Digital-only bank customers were on
the opposite end of the spectrum.
Just 17.2 percent had banked with
their FIs for more than five years, and
26.6 percent had been with theirs
for one to two. That's not surprising,
as many of these Fls are financial
landscape newcomers.

TABLE T:

/2.27%

of local bank customers
nave been banking with
the same primary s for
more than five years.

Time consumers have spent banking with their primary Fls
Portion who reported banking with their FIs for select lengths of time, by Fl type

CEPRD 1 A N
: o ) SN
National bank  Regional bank Credit union Local bank Online bank

More than 5 years 62.7% 64.2% 69.5% 75.2% 17.2%

3 to 5 years 12.1% 10.6% 1.1% 7.3% 9.4%

2 to 3 years 8.8% 7.4% 6.9% 3.8% 6.3%

1to 2 years 7.0% 8.7% 4.4% 6.8% 26.6%

6 months to 1 year 4.6% 4.7% 52% 4.7% 15.6%

3 to 6 months 2.5% 1.9% 1.0% 0.4% 10.9%
Less than 3 months 2.4% 2.6% 1.9% 1.7% 14.1%

© 2019 PYMNTS.com All Rights Reserved
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Will they stay
or
wil they go’?

onsumers with long-standing bank relationships often find their institutions to be “good fits" for

their particular financial needs, noted by 90.6 percent. Moreover, the longer the relationship,

the more likely consumers are to have this response. Those who have banked with their

primary Fls for longer than three years are the most likely to say their Fls match their needs,
cited by 92.1 percent with relationships of three to five years. By comparison, 73.8 percent who had been with
their primary Fls for less than three months say the same.

So, what makes people loyal to their FIs, and which factors influence their decisions to stay with them or
switch to competitors?

© 2019 PYMNTS.com All Rights Reserved April 2019 | 11



@ Will they stay or will they go?

© 2019 PYMNTS.com All Rights Reserved

Consumers believe their Fls fit their needs when
they provide the services they want, like checking
accounts, debit cards, savings accounts and the
ability to receive direct deposits, among other
standard financial services. Checking accounts
are the most in-demand offerings, reported by
87.3 percent of our sample, and 77.3 percent
expect their banks to provide debit products.

39.1%

of credit union
members want
to use therr
CUs' checking
account services.

April 2019 [ 12



@ Will they stay or will they go?

TABLE 2:

Financial services consumers wanted from their banks
Portion who used select Fl products or services

cE i, Y N7 S
TOTAL - 888 AL =
National bank  Regional bank  Credit union Local bank Online bank

Checking accounts 87.3% 85.7% 88.6% 89.1% 88.5% 84.4%
Debit cards 77.3% 78.6% 75.8% 79.1% 72.6% 75.0%
Savings accounts 68.9% 67.6% 60.7% 87.7% 60.3% 64.1%
Direct deposits 68.1% 66.5% 67.4% 73.5% 66.2% 71.9%
Cash withdrawals at ATMs 66.3% 66.5% 66.6% 68.3% 62.0% 59.4%
Online banking 61.3% 60.4% 60.2% 64.7% 59.0% 71.9%
Mobile app/mobile banking 52.4% 56.0% 48.6% 54.1% 39.3% 59.4%
Bill pay 44.7% 47.3% 41.3% 47.8% 32.9% 53.1%
Credit cards 43.3% 55.2% 32.4% 44.3% 19.7% 18.8%
Deposits at ATMs 40.9% 48.1% 37.6% 38.8% 25.6% 15.6%
Overdraft protection 38.1% 36.3% 35.0% 50.1% 32.9% 31.3%
Deposit checks using a mobile app 34.2% 38.5% 30.8% 33.4% 17.9% 54.7%
Other ATM transactions 34.1% 33.5% 32.7% 38.0% 32.9% 32.8%
P2P payments 13.9% 18.1% 9.5% 11.5% 6.8% 25.0%
Auto loans 13.4% 1.6% 6.3% 29.6% 10.7% 4.7%
Home mortgage loans 13.1% 14.6% 8.8% 17.5% 10.7% 3.1%
Personal loans 13.0% 9.4% 9.6% 26.3% 14.1% 6.3%
Safety deposit boxes 1M1.1% 1.9% 10.9% 9.0% 15.0% 1.6%
Home equity lines of credit 9.2% 9.4% 7.9% 12.1% 8.5% 0.0%
Digital wallets 9.1% 1.2% 9.1% 5.2% 4.3% 18.8%
Retirement accounts 9.0% 11.3% 5.3% 10.0% 7.7% 1.6%
Brokerage/investment accounts 6.9% 10.2% 2.9% 5.8% 4.3% 3.1%
Foreign currency exchanges 5.2% 7.2% 3.5% 4.6% 2.1% 0.0%
Student loans 3.9% 4.9% 1.8% 4.8% 2.6% 31%
Disbursements 3.5% 3.8% 2.2% 4.0% 4.3% 4.7%
Remittances to foreign countries 2.2% 3.4% 0.8% 1.5% 2.1% 1.6%
Other 0.8% 0.9% 0.3% 1.3% 0.9% 0.0%

© 2019 PYMNTS.com All Rights Reserved
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@ Will they stay or will they go?

We also notice a slight correlation between FI
types and the likelihood that they fit customers’
personal needs. Ninety-four percent of those for
local banks are satisfied with their Fls, as are 92.2
percent for online banking and 90.1 percent for
large banks.

On a more fundamental level, just because two
FIs offer similar services does not necessarily
mean consumers will feel both fit their needs. A
host of factors influence these feelings, including
convenient locations, free ATM networks and
more. Which factors play the largest role in making
consumers feel comfortable with their Fls, then,

© 2019 PYMNTS.com All Rights Reserved

and which are most likely to make them believe
banks are good fits for their financial needs?

Trust tops the list, according to our findings, with
63.3 percent of surveyed financial customers
reporting that it drives satisfaction with their
current banks. The next-most cited element
is online banking services' ease of use (57.6
percent), followed by convenient locations (50.5
percent). Other factors include data security (50.3
percent), products' and services’ ease of use
(50.2 percent), mohile apps’ ease of use (44.4
percent), customer service (42.2 percent) and
fraud protection offerings (40.1 percent).
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@ Will they stay or will they go?

TABLE 3:

Reasons banks’ products and services fit customers’ needs
Share who cited select reasons for feeling their primary Fls fit their needs

cE i, Y N7 S
TOTAL = 858 AL =
National bank  Regional bank  Credit union Local bank Online bank

Trust 63.3% 58.0% 64.2% 71.3% 72.3% 55.9%
Easy-to-use online banking services 57.6% 54.7% 59.2% 62.8% 55.9% 62.7%
Convenient locations 50.5% 50.0% 54.5% 48.7% 57.7% 10.2%
Trust personal data security 50.3% 45.4% 49.6% 60.5% 55.0% 50.8%
Convenient products/services 50.2% 49.0% 49.6% 57.7% 45.0% 44.1%
Easy-to-use mobile apps 44.4% 47.6% 41.2% 45.7% 32.3% 54.2%
Good customer service 42.2% 38.2% 40.6% 52.2% 49.1% 27.1%
Trust financial fraud protection 40.1% 35.8% 40.5% 49.0% 43.6% 35.6%
Has needed account types 38.4% 36.3% 36.9% 46.9% 34.5% 39.0%
Convenient hours 37.9% 34.6% 42.8% 39.3% 45.5% 10.2%
Free ATM network 34.8% 35.5% 31.7% 38.4% 32.3% 37.3%
Quick to solve fraud problems 31.6% 32.8% 28.2% 352% 29.5% 25.4%
Efficient tools to manage accounts 30.7% 29.8% 26.9% 40.0% 25.0% 33.9%
Account balance rules match usage 28.3% 25.4% 30.7% 32.2% 26.8% 35.6%
Cost-effective 22.8% 21.2% 18.9% 31.7% 20.0% 33.9%
Receive benefits with direct deposit 21.8% 20.0% 18.9% 27.6% 24.5% 27.1%
Reasonable fees 19.7% 20.0% 17.6% 21.4% 19.5% 22.0%
Understands personal needs 15.3% 14.2% 13.9% 22.1% N.4% 1.9%
Offers ATM-fee refunds 12.9% 14.4% 1.9% Nn.7% 8.6% 22.0%
Can obtain a card while shopping 5.2% 6.8% 3.7% 3.4% 5.9% 3.4%
Other 0.5% 0.5% 0.4% 0.5% 0.5% 1.7%

In short, most financial services customers have simple demands: to be able to store, access and use their
money as easily and conveniently as possible. They also want to feel sure that their hard-earned cash and
personal data are both safe from theft.

© 2019 PYMNTS.com All Rights Reserved
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ViVhere His
fall short

nfortunately, there are myriad reasons consumers feel their primary banks miss the mark.
Roughly 10 percent of those in our study say their FIs do not fit their financial needs, either
because they must pay to withdraw money from ATMs (22.2 percent) or lack access to
convenient branch locations (22.2 percent). Convenience appears to be a large factor in this

process, but it is not the only one at play.

Consumers who say their banks are not good fits say their Fls have customer service problems (15.5
percent), do not understand their needs (13.0 percent), do not offer cost-effective options (12.6 percent) and

© 2019 PYMNTS.com All Rights Reserved April 2019116



@ Where Fls fall short

TABLE 4:

Reasons consumers feel their Fls do not fit their financial needs
Portion who cited select reasons for feeling their Fls did not fit their needs

- - N ) S

TOTAL
National bank  Regional bank  Credit union Local bank Online bank

Must pay to use ATMs 22.2% 19.5% 27.4% 25.0% 21.4% 0.0%

Inconvenient bank branch locations 22.2% 20.4% 22.6% 22.7% 35.7% 20.0%
Unsolved customer service problems 15.5% 14.2% 14.5% 22.7% 7.1% 20.0%
Inconvenient products/services 14.2% 13.3% 6.5% 25.0% 28.6% 0.0%

Does not understand my needs 13.0% 14.2% n.3% 13.6% 14.3% 0.0%

Not cost-effective 12.6% 12.4% 1.3% 15.9% 7.1% 20.0%
Do not trust personal data security 1n.7% 14.2% N.3% 4.5% 14.3% 20.0%
Inefficient account management tools 1.7% 8.8% 16.1% N.4% 14.3% 20.0%
Do not trust the bank 10.5% 12.4% 12.9% 4.5% 0.0% 20.0%
Do not trust fraud prevention 10.5% 9.7% 12.9% 9.1% 7.1% 20.0%
Other 10.5% 8.0% 16.1% N.4% 7.1% 0.0%
Account balance doesn't match usage 9.2% 13.3% 1.6% 11.4% 7.1% 0.0%
Inconvenient mobile app services 8.8% 8.8% 8.1% 13.6% 0.0% 0.0%
Slow to solve fraud problems 7.5% 8.8% 9.7% 4.5% 0.0% 0.0%
Inconvenient online banking services 7.1% 8.8% 1.6% 13.6% 0.0% 0.0%

Does not have needed account types 5.4% 6.2% 1.6% 9.1% 0.0% 20.0%




@ Where Fls fall short

FIGURE 2:

Consumers’ interest in switching to different
financial services providers

Share of consumers who reported interest in
switching primary Fls, by interest level

Not at all/slightly interested
65.2% IE——

Somewhat interested
21.2% s

Very interested
8.0% mam

Extremely interested
5.6%

lack trustworthy data security (11.7 percent). That
said, 65.2 percent of consumers aren't interested
in leaving their current Fls.

Nevertheless, that nearly 14 percent of consumers
choose to remain with their banks despite being
‘very" or ‘extremely” interested in switching
speaks to a far larger issue: the trade-off between
the frictions involved and the value consumers get
from doing so.

Consumers need incentives to switch from one

provider to another, but switching banks comes
with additional considerations. Most have day-
to-day financial dealings anchored to their banks’
checking accounts and debit cards. Unless given
incentives to make switches, consumers will often
stick with the status quo.

© 2019 PYMNTS.com All Rights Reserved
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@ \Where Fls fall short
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Most, that is. Consumers aged 18 to 35 are far
more likely to be interested in switching banks
than those aged 45-plus. In fact, 69.9 percent who
report being “very” or “extremely” interested in
switching primary Fls are younger than 45.

For example, 13.3 percent of consumers who are
‘very” or ‘extremely” willing to change financial
providers are between 18 and 24 years of age,
compared to 9.6 percent of our total sample, and

FIGURE 3:

Consumers’ interest in switching financial service providers

the 25-t0-34 bracket sees 32.5 percent, compared
to 17.7 percent. In sum, the younger the consumer,
the more likely he or she is to explore basic
banking services with non-banks.

Similarly, the longer consumers have banked with
their primary Fls, the less willing they appear to
be to switch to new ones. Just over half (54.5
percent) of those who are “very” or “extremely”
interested in doing so have been with their primary

Share who would be “very” or “extremely” interested in changing Fls, by age

32.5%

6.1% Interested in switching

18-24 25-34 35-44 45-54 55-64 65+
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@ Where Fls fall short

64.3%
45.5%
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FIGURE 4:

Consumers’ interest in switching financial service
providers

Share who would be interested in changing Fls, by
banking relationship duration
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the same Fls
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banks for fewer than five years.? By comparison, 64.3 percent of our sample have been with theirs for that

length of time.

This correlation seems intuitive. Consumers would presumably choose to stay with their financial service
providers for more than five years only if they felt they could trust and share strong relationships with them.
Longer durations are bound to create deeper connections, making consumers less likely to feel motivated to
switch. This feeling of shared relationships can go a long way toward encouraging brand loyalty.

2This was calculated by subtracting the share of consumers who are “very” or “extremely” interested in switching primary Fls and have been with their Fls for more than five years from the total (100

percent) who say the same.

© 2019 PYMNTS.com All Rights Reserved
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N Drands
we trust

anks and credit unions are hardly the only businesses that form strong, mutual trust bonds with
their customers, however. It is not uncommon for consumers to have similar feelings of loyalty
toward the brands that play large roles in their day-to-day lives.

When asked to name their favorite brands, most consumers list the big names that have become
ubiquitous in modern life. As many as 81.5 percent listed Amazon, for example, which is hardly surprising
as one would be hard-pressed to find consumers who do not use — or have not heard of — the eCommerce
juggernaut. Other oft-cited favorites include Netflix (cited by 69.9 percent), Uber (64.1 percent), Xbox Live

© 2019 PYMNTS.com All Rights Reserved
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@ Inbrands we trust
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FIGURE 5:

Consumers’ favorite brands and their interest in
banking with them

Portion citing select brands and hypothetical interest
in banking with them
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(50.2 percent) and Walmart (42.1 percent), which
have also achieved such market penetration that
virtually all consumers are familiar with them.

The question becomes whether consumers feel
they can trust their favorite brands enough to
bank with them. A surprising share said they
would be interested in using such hypothetical
services: 30.1 percent who list Amazon as a
favorite business would consider banking with it
28.9 percent said the same about Walmart, 14.5
percent for Uber, 19.4 percent for Target and 32.6
percent for Costco.

Consumers are not interested in banking with just
any familiar company, though. While 69.9 percent
consider Netflix one of their favorite brands, none
would be open to using its hypothetical financial
services, and 50.2 percent said the same of Xbox
Live.
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\]aKing
the switch

hat consumers want in theory is not always what they prefer in practice, however. Many

express interest in hypothetically banking with one or more of their favorite brands, but

this does not necessarily mean they would switch if given the choice. While 42.5 percent

of consumers would not consider banking with any non-FI brands, 57.5 percent would be
open to doing so with at least one of the non-banks in our study.

These firms are not Fls, but they do have financial connections with their customers that provide baselines
for banking-like relationships. Many consumers already trust and use PayPal and Walmart — which offer
digital wallets, savings, bill payment options and stored value cards with debit-card functionalities — in that
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FIGURE 6:

Non-FI brands with which consumers might consider banking
Share who express interest in banking with select merchants, by interest in switching
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capacity, so it therefore may not seem like too
much of a leap for them to “bank” with either.

Consumers who are highly interested in switching
providers appear to be divided in their alternative
banking opinons: They are far more likely to
consider banking with the brands in our study,
but prefer to do so with traditional Fls. Just 14.3
percent of this group would not consider banking
with any of the brands in our study, compared to
42.5 percent of our total sample.

These consumers are also more likely to express
interest in banking with non-Fls, on average,
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however — regardless of the brand in question.
We found that 46.4 percent of those interested
in switching Fls would consider banking with
PayPal, for example, compared to 30.5 percent of
the sample, and 40.5 percent would do the same
for Amazon compared to 24.8 percent. It seems
there is very little in-between among consumers
who want to switch when it comes to whether they
would bank with non-Fls.

Moreover, different generations appear to have
varying feelings about the firms they might
trust to provide hypothetical banking services.
Gen X is partial to PayPal, while millennials and
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@ Making the switch

Bridge Millennials express greater preference for
Amazon-branded offerings. Gen Z and consumers
aged 65-plus share interesting, yet unlikely,
common ground: Both are far more interested in
turning to Apple for such services. Baby boomers,

by comparison, seem ambivalent. A%
Q000 0000 Q000 Q000
HR. CARDROLDER

TABLE 5:

Non-FI brands with which consumers might consider banking
Share who express interest in banking with select merchants, by generation

N & D & &

TOTAL
GenZ Millennials 'Bridg'e Gen X Baby Elders
Millennials boomers

PayPal 30.5% 45.0% 42.6% 452% 54.7% 43.4% 0.0%
Amazon 24.8% 25.0% 46.3% 46.1% 39.6% 32.1% 0.0%
Walmart 17.5% 35.0% 35.2% 40.0% 36.8% 30.2% 0.0%
Google 14.9% 40.0% 35.8% 31.3% 25.5% 18.9% 0.0%
Apple 13.0% 45.0% 21.6% 22.6% 26.4% 20.8% 50.0%
Target 11.4% 20.0% 25.9% 28.7% 21.7% 22.6% 0.0%
Costco 10.4% 15.0% 12.3% 16.5% 19.8% 18.9% 0.0%
Microsoft 10.4% 20.0% 19.1% 24.3% 28.3% 17.0% 0.0%
AT&T 8.5% 20.0% 19.1% 22.6% 21.7% 1.3% 0.0%
Starbucks 8.0% 15.0% 19.1% 17.4% 16.0% 17.0% 0.0%
Facebook 7.2% 25.0% 19.8% 22.6% 20.8% 57% 0.0%
Uber 4.6% 20.0% 16.0% 14.8% 1.3% 7.5% 0.0%
Would not use 42.5% 10.0% 12.3% 13.0% 14.2% 22.6% 0.0%
Other 1.8% 0.0% 0.0% 0.0% 0.0% 57% 50.0%
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Bridge Millennials
and
NON-Dank alttematives

ne age group shows particular interest in banking services from non-Fls, and that is Bridge

Millennials. This category is comprised of approximately 52.6 million American consumers

between 30 and 40 years of age — the first truly connected generation. It grew up with the

internet, is comfortable using digital technology in daily life and has a taste for mobile and
digital devices and services that has already changed the game in terms of consumers’ expectations of
retailers.

More importantly, Bridge Millennials have spending power, having just entered their prime earning years.
As such, members are poised to shake up the world of banking and financial services. This unique group
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@ Bridge Millennials and non-bank alternatives
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FIGURE 7:

Important ways in which consumers of different
generations access financial services
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has had shorter relationships with its primary Fls
than average consumers, too, having banked with
theirs for 61.2 months. Other consumers have
been with their own for an average of 63.5.

That said, Bridge Millennials do not appear to
have FI trust issues. They find it very important
to trust their banks, but trust is not their primary
consideration. Their taste for digital services
shows here, as digital banking is at the top of
their priorities. Bridge Millennials are far more
interested in using mobile apps and websites to
access financial services, with 78.3 percent saying
itis "very" or "extremely" important to be able to do
so via desktop and 72.4 percent via mobile apps.
These figures were 72.4 percent and 53.8 percent,
respectively, among other consumers.

It appears banks are not meeting Bridge
Millennials’ demands for easier, more accessible
and more convenient digital banking experiences,
though, as nearly 70 percent express willingness
to switch primary Fls. These consumers are prime
alternative banking customers, too, as they are
more likely to express interest in banking with
a wide variety of institutions — especially non-
traditional Fls — than other respondent segments.
While 52.5 percent of the control group (all
consumers who are not Bridge Millennials) would
not bank with alternative brands, just 41.8 percent
of Bridge Millennials say the same.

This group is also more interested in banking with
online retailers, noted by 27.5 percent, followed by

M Bridge Millennials M Control Group
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@ Bridge Millennials and non-bank alternatives

FIGURE 8:

Firms with which consumers of different
generations would be interested in banking
Interest in banking services from select businesses,
Bridge Millennials versus others
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banking with brick-and-mortar merchants (19.3
percent) and banking with their own full-time
employers (18.8 percent).

Meanwhile, 37.8 percent of Bridge Millennials say
they would be interested in banking with PayPal,
35.0 percent with Amazon and 24.8 percent
with Google. Again, these are companies many
consumers already use in some financial services
capacity, storing funds in their PayPal accounts,
making frequent purchases through Amazon
Prime or Amazon Pay or transacting via their
Google Play accounts. As such, Bridge Millennials
have already grown to trust these businesses in a
financial-focused setting.

2 /.27

of Bridge Millennials
say they would be

open to using banking
services provided by

online retailers,
it they were available.
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FIGURE 9:

Different consumer generations’ interest in select brands
Interest in banking with select companies, by generation
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These services may be hypothetical, but they signal genuine consumer demand. A significant portion of
Bridge Millennials feel their Fls are falling short and are, therefore, interested in finding new providers that
fit their financial needs. They do not feel they need to limit their choices to banks, credit unions or FinTechs,
however, meaning there is market growth potential for the retailers that choose to offer financial services.

M Bridge Millennials
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M Control Group

Bridge Control

Millennials Group

Starbucks 10.7% 7.2%
Facebook 1.3% 6.1%
Verizon 10.0% 6.4%
McDonald's 9.1% 5.9%
Home Depot 9.4% 5.8%
Kohl's 8.1% 4.6%
T-Mobile 7.2% 4.8%
Burger King 8.0% 4.6%
Ford 6.5% 4.4%
Chevrolet 57% 4.5%
Groupon 5.9% 4.3%
Uber 7.2% 3.8%
TurboTax 57% 4.1%
Southwest 5.6% 3.5%
Tesla 7.2% 2.5%
Sephora 3.9% 3.4%
Lyft 4.6% 2.8%
Other 0.9% 2.0%
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Conclusion

onsumers bank with the Fls they

. an

trust to protect their money and

personal information, so there

is nothing stopping them from
finding new providers when those institutions do
not deliver what they need.

&
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The idea of banking with non-FIs may seem like
it's far from mainstream at this point, but some
brands appear to be working toward providing such
services. Financial products like Apple's Apple
Pay, which recently launched its own credit card,
and ridesharing firm Lyft's free bank accounts for
drivers indicates all types of businesses appear to
be taking steps into the financial services realm.

Time will tell how well these non-FI providers will
be able to acclimate.



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 companies in payments share relevant
information about the initiatives that make news and shape the future of
this dynamic sector. Our data and analytics team includes economists, data
scientists and industry analysts who work with companies to measure and
quantify the innovations at the cutting edge of this new world.

Green Dot Corp., along with its wholly owned subsidiary bank, Green Dot
Bank, is a pro-consumer financial technology innovator with a mission to
reinvent personal banking for the masses. Green Dot invented the prepaid
debit card industry and is the largest provider of reloadable prepaid debit
cards and cash reload processing services in the United States. Green Dot
is also a leader in mobile technology and mobile banking with its award-
winning GoBank mobile checking account. Through its wholly owned
subsidiary, TPG, Green Dot is additionally the largest processor of tax refund
disbursements in the U.S. Green Dot's products and services are available to
consumers through a large-scale "branchless bank" distribution network of
more than 100,000 U.S. locations, including retailers, neighborhood financial
service center locations, and tax preparation offices, as well as online, in
the leading app stores and through leading online tax preparation providers.
Green Dot Corporation is headquartered in Pasadena, Calif., with additional
facilities throughout the United States and in Shanghai, China.

We are interested in your feedback on this report. If you have questions, comments or would like to

subscribe, please email us at bankfit@pymnts.com.
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Disclaimer

The Where Will We Bank Next? Survey 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.

You agree to indemnify and hold harmless, PYMNTS.COM, 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, from and against any and all claims, actions, demands, liabilities, costs, and
expenses, including, without limitation, reasonable attorneys’ fees, resulting from your breach of any provision
of this Agreement, your access to or use of the content provided to you, the PYMNTS.COM services, or any third
party’s rights, including, but not limited to, copyright, patent, other proprietary rights, and defamation law. You
agree to cooperate fully with PYMNTS.COM in developing and asserting any available defenses in connection with
a claim subject to indemnification by you under this Agreement.
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