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D
igital banking channels are 

slowly but steadily becoming 

the primary way consumers 

interact with their financial in-

stitutions (FIs). Recent PYMNTS data shows 

that 70 percent of United States account 

holders at larger banking institutions first 

turn to digital tools when interacting with 

their chosen financial partners, and more 

than 41 percent cited mobile apps as their 

preferred channel. Digital bank account 

access and mobile apps have become in-

creasingly standard across the financial 

ecosystem, and consumers’ familiarity with 

these tools is prompting them to consid-

er how newer, next-generation technologies 

could offer additional benefits.  

Interest in voice-activated banking tools 

such as smart speakers and wearable devic-

es is particularly high, with reports predicting 

that these devices will see rapid adoption in 

the next few years. One such study even 

projected that more than 478 million 

households will count as “smart homes” by 

2025. Consumers’ interest in smart speak-

ers and other internet of things (IoT)-enabled 

tools for payments and finance also affords 

opportunities to FIs. Forty-three percent of 

credit or savings account holders report-

ed being “very” or “extremely” interested in 

utilizing digital-only services offered by their 

banks, according to recent PYMNTS data. 

Seven percent of consumers stated that 

they already rely on digital-only institutions 

to meet their banking needs.  

Seamlessly incorporating smart speakers 

and other IoT-enabled tools into banking 

services and platforms could be key to help-

ing banks of all sizes capture consumers’ 

attention. Analyzing how today’s digital-first 

consumers want to connect with their FIs — 

including which channels, tools and devices 

are becoming more popular — could grant 

legacy FIs and neobanks or FinTechs critical 

advantages in bolstering customer engage-

ment and loyalty. 

WHAT’S
INSIDE

https://www.pymnts.com/wp-content/uploads/2021/09/PYMNTS-Digital-Banking-Report-September-2021-1.pdf
https://securityboulevard.com/2021/09/security-benefits-and-drawbacks-of-iot-smart-home-devices/
https://www.pymnts.com/wp-content/uploads/2021/09/PYMNTS-Digital-Banking-Report-September-2021-1.pdf
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AROUND THE DIGITAL BANKING 
SPACE  

Consumers are becoming more and more 

comfortable with voice-activated technolo-

gies, and ownership of smart speakers and 

similar devices is rising. One recent PYMNTS 

study found that 31 percent of U.S. consum-

ers now have voice-activated speakers in 

their homes, and a growing number are using 

them to make payments. Twenty-five per-

cent of individuals who own smart speakers 

reported using them to make purchases, 

while an additional 19 percent stated that 

they would be open to tapping the devices 

to make payments in the future. This strong-

ly suggests that smart speakers and other 

voice-enabled technologies will play a more 

significant role in the banking space over the 

next few years. 

Closely monitoring consumers’ usage of 

smart speakers and other emerging tech-

nologies may prove key for banks looking to 

capture customer engagement and loyalty. 

This is especially true for younger consum-

ers such as millennials and members of 

Generation Z, as both are beginning to seek 

more personalization from their financial ex-

periences. One recent study revealed that 

61 percent of United Kingdom consumers 

between 18 and 24 years old wanted their 

FIs to provide customized financial insights, 

for example. Figuring out how to glean and 

share these insights through users’ preferred 

devices and channels should be a top goal 

for banks aiming to create lasting custom-

er loyalty. 

Legacy FIs are also turning to digital channels 

and devices to compete in the growing dig-

ital financial ecosystem. JPMorgan Chase & 

Co., for example, recently announced plans 

to open its first retail bank overseas in the 

U.K., a digital-only institution. The 200-year-

old U.S. FI is attempting to muscle its way 

into a field saturated with other digital-only 

heavyweights such as Monzo and Revolut, 

and it will lean on its resources and regula-

tory experience as it works to separate itself 

from the U.K. digital pack. This is JPMorgan 

Chase and Co.’s second attempt at break-

ing into the digital-only banking space after 

the company launched its now-shuttered 

U.S. mobile financial brand, Finn, in 2019. The 

FI will need to carefully consider digital-first 

consumers’ banking preferences and needs 

to witness success this time. 

For more on these stories and other 

digital-first banking developments, read the 

Tracker’s News and Trends (p. 12). 

HOW AI-SUPPORTED DEVICES 
CAN HELP FIs MEET CONSUMERS’ 
CHANGING DIGITAL BANKING 
EXPECTATIONS 

Digital banking has long been the norm for 

a significant portion of consumers, but im-

pacts of the global health crisis on the 

financial industry show that FIs of all siz-

es cannot grow complacent. Simply offering 

access to online or mobile banking solutions 

is no longer enough, and FIs must find ways 

to meet their customers wherever, whenev-

er and however they want. In this month’s 

https://www.pymnts.com/commerce-connected/2021/voice-operating-systems-alexa-power-connected-economy/
https://thefintechtimes.com/ibm-why-digital-platforms-are-the-future-of-banking/
https://www.pymnts.com/news/digital-banking/2021/jpmorgan-chase-debut-omniservice-united-kingdom-digital-bank/
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Feature Story (p. 8), Sathish Muthukrishnan, 

chief information, data and digital officer 

for digital-only bank Ally Financial, dis-

cusses how the pandemic has accelerated 

consumers’ expectations for digital banking 

experiences and why banks must examine 

emerging technologies to keep pace. 

DEEP DIVE: HOW BANKS CAN 
TAP WEARABLES, CONTACTLESS 
PAYMENTS TO BOLSTER CUSTOMER 
ENGAGEMENT, LOYALTY 

Consumers have grown more open to try-

ing new payment methods during the past 

year, and contactless payment tool use is 

skyrocketing. The rising popularity of mo-

bile wallets and other touchless payment 

tools has also led individuals to consider 

how smartwatches, wristbands and oth-

er wearable technologies could benefit their 

payment or banking experiences. One re-

cent report found that 35.3 million wearable 

payment devices were sold within the first 

half of 2021, indicating that support for these 

tools could help banks enhance customer 

satisfaction. This month’s Deep Dive (p. 16) 

examines why interest in wearable payment 

tools is growing and how banks can respond 

to such trends to drive loyalty. 

 EXECUTIVE 

Insight
How have the events of 2020 changed 
consumers’ payment preferences and 
feelings regarding wearable or contactless 
payment devices? How can banks use 
insights about these preferences to keep 
customers satisfied? 
“The pandemic has made [consumers around the 
globe] more aware of the devices they interact 
with and physically touch on a regular basis. As a 
result, we’ve seen a rise in contactless payments 
in convenience stores, restaurants and retailers as 
a way to limit touch. Banks and credit unions need 
to look at wearables as another tool and channel 
that consumers are increasingly likely to use for 
their banking and payment needs, and they need 
to understand the type of transactions consumers 
are using wearables for so they can build the user 
experience consumers want.” 

How do you see the role of contactless 
or wearable payment tools changing over 
the next few years, especially as more 
consumers grow comfortable with digital-
first or digital-only banking experiences?
“Digital banking has become synonymous with 
online and mobile, but it’s only a matter of time 
before digital-first banking experiences are one 
and the same, regardless of device or chan-
nel. As the technology in wearable or contactless 
payment tools continues to expand and the expe-
rience improves, we expect the adoption of these 
tools to continue to increase.” 

What challenges could hamper the 
adoption of wearable payment tools, and 
how can banks overcome these issues? 
“The biggest challenge that banks and credit 
unions could face is convenience stores, restau-
rants and retailers … developing their own systems 
that eliminate the need for consumers to interact 
with their device or bank card at all. If banks and 
credit unions want to combat this, it’s paramount 
[that] they provide a completely seamless experi-
ence, irrespective of the device used.” 

Douglas Brown
Senior vice president and general manager

NCR Corporation

https://www.ally.com/
https://www.wsj.com/articles/payment-jewelry-still-has-its-fans-despite-smartwatch-dominance-11631698200
https://www.ncr.com/


 6  |  © 2021 PYMNTS.com All Rights Reserved

W H A T ’ S  I N S I D E

70%
Share of account holders at larger FIs who 
interact with their banks primarily via digital 
channels  

43%
Share of credit or savings account holders 
who are highly interested in using digital-only 
services at their current banks 

41%
Portion of consumers who prefer to use 
mobile apps for their financial needs 

7%
Share of consumers who are relying on  
digital-only FIs to meet their financial needs  

22%
Portion of consumers willing to switch to 
digital-only FIs who would be motivated  
to do so for convenience
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ECOSYSTEM

BUSINESSCONSUMER

The Digital-First Banking Tracker®, a PYMNTS and NCR Corporation 
collaboration, examines how banks are using digital transformation 
to elevate customer experience and improve efficiency.
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Consumers have become enamored with digital banking during the past 18 months, and a grow-

ing share prefers to interact with their FIs primarily online or via mobile phone. Banks also have 

raced to keep up, shoring up their websites and adding mobile app features to retain and engage 

customers. Still, it is no longer enough for FIs to simply augment existing tools because smooth, 

instant access to online financial solutions has become the norm for consumers, said Sathish 

Muthukrishnan, chief information, data and digital officer for Ally Financial.

“Consumers have become accustomed 

to having instant access to information 24 

hours a day and have come to expect the 

same from the companies they interact 

with,” he said. “Financial services [are] no 

different. For banks to remain competitive, 

they must meet their customers where they 

are — everywhere.”  

A world where real-time, personalized bank-

ing services are table stakes means that 

FIs must find new ways to keep custom-

ers’ attention and differentiate themselves. 

This makes it critical for them to exam-

ine AI-supported tools or voice-activated 

technologies such as smart speakers as 

consumers seek ways to make their banking 

experiences as convenient as possible. 

MOBILE MAKES WAY FOR NEXT-GEN 
BANKING  

Consumers’ taste for digital-first bank-

ing is hardly new, but the pandemic has 

underscored just how different expecta-

tions are now that consumers have access 

to more online solutions. The global health 

crisis has accelerated customers’ expecta-

tions regarding interacting with their chosen 

“ 

For banks to 
remain competitive, 
they must meet 
their customers 
where they are — 
everywhere.

”

https://www.ally.com/
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FIs whenever and however they like, and 

Muthukrishnan explained that this trend 

gives digital-only institutions a notable 

advantage. 

“I call it the Sunday night–Monday morn-

ing phenomenon: The same frictionless, 

mobile-based experience that custom-

ers enjoy in their homes on a Sunday night 

through connected devices and cutting-edge 

apps is the same frictionless experience they 

expect from their financial institution when 

they bank with them on a Monday morn-

ing,” Muthukrishnan said. “It’s not enough to 

translate the traditional banking experience 

to a mobile or web experience. Consumers, 

particularly those who are more tech-savvy, 

want you to anticipate their needs [and] to 

help them achieve their goals in ways that 

were previously unachievable through a 

brick-and-mortar experience.”

Ally is leaning on various technologies to help 

keep customers engaged as the digital-first 

banking era takes shape. Sixty-five percent 

of customer questions that come to the 

company’s AI-supported digital assistant, 

Ally Assist, are currently being answered by 

the chatbot without the need for human as-

sistance. The bank is also taking steps to add 

tools and solutions to its platform, launch-

ing a tech lab last year to examine shifting 

customer behaviors and technology trends. 

FIs must consider these developments to 

stay competitive, especially as technologies 

such as AI, wearables and even augmented 

reality (AR) or virtual reality (VR) solutions 

begin to play more prominent roles in the 

banking ecosystem. 

“Sophisticated AI capabilities, including vir-

tual assistants, will continue to exist across 

channels to best serve customers where 

they are,” he said. “In the near term, we see 

mobile continue to increase as the primary 

means of access to digital financial services. 

It is very possible that AR/VR [technology] of 

the future could provide a more immersive 

virtual financial services experience, but it 

will take time to mature and gain traction.”

Analyzing how consumers’ banking hab-

its have shifted and will shift should be a 

top goal for banks today, especially as cus-

tomers’ trust in wearable devices such as 

smartwatches or voice-activated speakers 

expands. Adjusting for a world where such 

devices are commonplace could prove key 

for FIs seeking to boost customer engage-

ment and loyalty. 

PREPARING FOR THE WEARABLE 
BANKING AGE  

Consumers expect the best speed and qual-

ity from their FIs when they log onto their 

websites or open their mobile apps. Figuring 

out how to provide these increasingly per-

sonalized services to customers at any time 

of day and through any channel is the next 

great challenge for banks, however.  
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“Harnessing the powerful convergence 

of data, AI, [the internet of things], 5G and 

quantum computing will enable us to pro-

vide consumers with personalized financial 

services at a scale and sophistication not 

previously available,” Muthukrishnan said. 

“While it is difficult to predict how it will play 

out, it is clear that each of these areas are 

maturing rapidly and hold enormous poten-

tial to help consumers.”

FIs must be sure they are crafting services 

that can not only meet consumers’ bank-

ing expectations in today’s world but also 

seamlessly and easily fulfill their future 

needs down the line. Keeping an eye on how 

customers are utilizing wearables and other 

IoT-enabled devices should thus be priori-

tized as FIs chart their innovation strategies 

for the years ahead.
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VOICE-ACTIVATED 
BANKING TOOLS 
AND WEARABLES 
25 PERCENT OF CONSUMERS HAVE 
MADE PURCHASES THROUGH 
VOICE-ACTIVATED SPEAKERS 

Voice-activated technologies such as smart 

speakers have quickly grown from a nov-

elty to a mainstream connected device in 

most consumers’ homes. Recent PYMNTS 

research found that 31 percent of U.S. con-

sumers now have smart speakers in their 

homes, for example, and the Alexa Echo 

speaker largely dominates this space, re-

sponsible for a 68 percent share of the voice 

artificial intelligence (AI) market. The in-

creasing familiarity of such devices appears 

to be leading to greater comfort among con-

sumers when utilizing them for payments, 

the research also found. Twenty-five per-

cent of consumers who currently have 

voice-activated speakers reported making 

purchases through the devices. An additional 

19 percent reported they have not made pur-

chases this way but may do so in the future.

This indicates the smart speaker may be-

come a more popular banking or retail 

purchasing tool, especially as consumers’ 

preference for digital-first banking contin-

ues to grow. FIs and merchants should get 

ahead of this trend and consider how such 

devices can be folded into their services and 

offerings moving forward. 

MORE THAN HALF OF YOUNG UK 
CONSUMERS SUPPORT FIs USING AI 
FOR TAILORED SERVICES 

Younger consumers are especially likely to 

tap mobile or wearable devices for their 

banking needs, and these users are asking 

for more than just the standard financial 

app from their FIs. Consumers in the mil-

lennial and Gen Z demographics are seeking 

personalized services and features. One re-

cent study surveying U.K. consumers found 

that 61 percent of individuals between the 

ages of 18 and 24 want their banks to pro-

vide tailored insights to help them reach 

their financial goals.

https://www.pymnts.com/commerce-connected/2021/voice-operating-systems-alexa-power-connected-economy/
https://thefintechtimes.com/ibm-why-digital-platforms-are-the-future-of-banking/
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Fifty-four percent of consumers also said 

they were comfortable with FIs utilizing AI 

or similar technologies if it meant generating 

the financial insights or other personalized 

services they wanted. This speaks to an 

increasing familiarity with AI among consum-

ers and the benefits the technology offers. 

Banks should examine how users’ percep-

tions of automated tools are shifting to 

ensure they are meeting customers’ needs.  

GLOBAL DIGITAL-
FIRST BANKING 
DEVELOPMENTS 
JPMORGAN CHASE & CO. TO ROLL 
OUT DIGITAL-ONLY BANK IN THE UK 

The digital banking ecosystem is becoming 

more saturated with competitors as more 

consumers turn online first to meet their fi-

nancial needs. JPMorgan Chase & Co. will be 

competing with major online-only banks — 

including Monzo and Revolut — as it looks 

to roll out its own within the U.K., for exam-

ple. This will mark the first overseas retail 

bank set up by the banking giant in its two 

centuries of operation, according to a recent 

report about the launch. 

The bank will be leaning on key resources 

— such as its higher technology budget — 

to stand apart from the digital crowd in the 

U.K., and the bank cited its regulatory exper-

tise as a key advantage. The announcement 

of a new U.K. digital-only brand follows the 

closure of the FIs U.S.-based mobile-only 

brand Finn in 2019 after it failed to connect 

with consumers. 

90 PERCENT OF CONSUMERS IN 
THE ASIA-PACIFIC REGION ARE 
ACTIVE DIGITAL BANKING USERS, 
STUDY FINDS

Digital channels are quickly becoming the 

dominant place where consumers around 

the globe are interacting with their FIs. One 

recent study found that nine out of 10 con-

sumers in the Asia-Pacific region are now 

active digital banking users, for example. 

Virtual banking tool adoption has also ris-

en rapidly in both developed and emerging 

countries within the region, and the report 

also found that 88 percent of consum-

ers surveyed in emerging markets are now 

https://www.pymnts.com/news/digital-banking/2021/jpmorgan-chase-debut-omniservice-united-kingdom-digital-bank/
https://www.mckinsey.com/industries/financial-services/our-insights/emerging-markets-leap-forward-in-digital-banking-innovation-and-adoption
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tapping such tools. Only 54 percent reported 

doing the same in 2017. 

Consumers in this region have fully embraced 

mobile financial apps and solutions. The re-

port revealed that mobile-optimized FinTech 

apps and eWallet solutions are becoming 

more popular, as 54 percent of consumers 

utilized them this year. Expanding comfort 

with mobile payment and banking apps is 

also occurring as cash use for daily trans-

actions is decreasing: Cash is now used for 

less than 30 percent of individuals’ weekly 

spending on average. 

INDIAN CONSUMERS BECOME MORE 
WILLING TO SWITCH TO VIRTUAL 
BANKS 

Interest in digital-first — or even digital-only 

— FIs is rising among consumers in India. 

More than 70 percent of respondents from 

a recent survey said they would be willing to 

switch from their current banking provider to 

a virtual bank or neobank, for example. This 

includes using FinTech offerings or wallets 

tailored for mobile devices, and more than 

half of consumers now tap such tools. This 

speaks to the growing role that smartphones 

are playing within banking globally. Banks 

must keep an eye on such devices, as they 

are becoming the primary way digital-first 

https://cio.economictimes.indiatimes.com/news/strategy-and-management/survey-finds-over-two-thirds-of-customers-willing-to-switch-to-digital-only-bank/86501308
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customers interact with FIs. The portion of 

consumers turning to digital banking chan-

nels more frequently to meet their financial 

needs is also on the rise: 91 percent of Indian 

consumers stated they use digital banking at 

least once every month. 

NEXT-GEN 
TECHNOLOGIES AND 
BANKING TRENDS 
HOW BRANCH BANKING WILL 
SHIFT TO MEET DIGITAL-FIRST 
PREFERENCES 

Digital and mobile banking channels are 

becoming the primary way consumers 

worldwide want to connect with their FIs, 

but they may not be ready to let go of phys-

ical bank branches just yet. Recent studies 

suggest that branches will not disappear en-

tirely, and the role of the branch will change 

to incorporate many of the digital-first el-

ements customers find so critical to their 

experiences. One recent report concern-

ing the Asia-Pacific region predicted that 50 

percent of in-branch transactions will be 

started on digital channels but completed at 

brick-and-mortar locations by 2024. This in-

cludes transactions that consumers preset 

on virtual channels before they entered their 

banks and those made during appointments 

with bankers that were set up online. 

This suggests that branches will continue 

to play a role in the financial ecosystem for 

consumers in the future, even as digital-first 

tools and devices become more widely 

used. FIs must examine their branches’ de-

sign and explore how branches can work in 

tandem with their online products and ser-

vices accordingly.

N E W S  &  T R E N D S

https://cio.economictimes.indiatimes.com/news/strategy-and-management/unravelling-the-branch-puzzle-there-is-still-life-in-the-branch-network/86546502
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HOW BANKS CAN CAPTURE THE WEARABLE 
PAYMENT OPPORTUNITY

C
onvenience is more import-

ant than ever in banking today, 

with the pandemic continuing 

to drive consumers’ exploration 

of new payment methods and technologies. 

Contactless payments via smartphones sky-

rocketed in 2020, and this trend is expected 

to persist. One recent study projected that 

there will be 49 billion mobile contactless 

transactions in 2023, up from 26 billion this 

year. Banks and retailers have moved swiftly 

to keep pace with these developments, tak-

ing steps to support the touchless payment 

tools with which consumers are growing 

more comfortable.

Touchless payment adoption can help FIs 

build long-term customer loyalty, but con-

tactless methods’ growing popularity has 

also piqued consumers’ interest in emerging 

technologies such as wearables. One re-

cent news article reported that 35.3 million 

wearable payment devices were sold in the 

first half of this year, a 34 percent increase 

from 2020. Trust in smartwatches has also 

grown steadily in recent years, with these 

devices representing 68 percent of those 

wearable sales. Sixty percent of consumers 

in one September 2020 survey believed it 

would be more secure to store personal and 

payment data on wristbands than on sep-

arate devices or applications, underscoring 

their faith in these tools’ security.

The following Deep Dive examines how 

emerging technologies such as wearables 

and IoT-connected devices are becom-

ing more integral to digital-first consumers’ 

© 2021 PYMNTS.com All Rights Reserved  |  16

https://www.techradar.com/news/mobile-contactless-payments-set-to-nearly-double-by-2023
https://www.wsj.com/articles/payment-jewelry-still-has-its-fans-despite-smartwatch-dominance-11631698200
https://www.wsj.com/articles/payment-jewelry-still-has-its-fans-despite-smartwatch-dominance-11631698200
https://insights.discoverglobalnetwork.com/customer-experience/creating-engaging-customer-experiences-with-passive-wearable-payments
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modern banking needs. It also takes a clos-

er look at how supporting these innovations 

can improve customer satisfaction and 

engagement.

MAKING ROOM FOR WEARABLES

Interest in wearable devices’ potential in 

the banking and payments spaces did not 

originate during the pandemic. Financial 

and technology professionals have written 

about their future use for years, while banks 

and payment providers have partnered 

with fashion brands to show off the devic-

es’ capabilities to both industry players and 

tech-savvy consumers. The technology still 

occupied a novelty status for the average 

consumer before 2020, however, especially 

in the U.S., where adoption of even touch-

less payment tools was lukewarm at best 

until public health concerns drove con-

sumers to try smartphone payments. One 

pre-pandemic study reported that just 19 

percent of American consumers indicated 

a preference for contactless payments, for 

example, whereas the global mark was 45 

percent on average.

Interest in online-only banking institutions 

is expanding in the U.S. alongside public 

gravitation toward more advanced technol-

ogies. A recent PYMNTS study found that 43 

percent of consumers are interested in on-

line banking services from large-scale FIs, 

and 24 percent who use digital-only bank-

ing services tap them for the convenience 

they offer.

The importance of convenience seems to be 

influencing consumers’ receptivity to wear-

ables or IoT-connected smart devices, which 

enable them to make purchases or conduct 

routine financial tasks without leaving the 

comfort of their homes. Consumers are also 

becoming particularly enamored of wear-

ables they can use to make payments swiftly 

and seamlessly at the physical point of sale 

(POS). Seventy-two percent of consumers 

in a January 2021 study believed wear-

able payment devices represent the future 

of brick-and-mortar shopping, for example. 

Supporting these devices should be one of 

banks’ top goals, but this support must pro-

vide security as well as convenience.

https://www.wsj.com/articles/payment-jewelry-still-has-its-fans-despite-smartwatch-dominance-11631698200
https://insights.discoverglobalnetwork.com/customer-experience/wearable-payments-in-the-consumer-journey
https://www.pymnts.com/study/digital-banking-nonbanks-mobile-banking-services-payments/#wpcf7-f1159135-o1
https://www.grandviewresearch.com/industry-analysis/wearable-payments-devices-market
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BRIDGING THE TRUST DIVIDE

Consumers are beginning to view wearable 

devices as more than a novelty but are still 

tapping these tools for a somewhat narrow 

range of purchases, suggesting a lingering 

trust gap. Recent reports found that though 

many customers are open to using wearable 

devices for small-ticket items, they remain 

wary of utilizing them for larger or more 

complex transactions. Seventy-two percent 

of consumers in one report were comfort-

able leveraging wearable wristbands for 

purchases worth less than $30, for example, 

while 17 percent said they would be fine us-

ing the payment tools to make purchases of 

any amount.

FIs that invest in wearable devices support 

can earn lasting customer loyalty and en-

gagement as these innovations continue 

their evolution from experimental tools to 

familiar payment forms. Banks of all sizes 

looking to capture consumers’ attention will 

want to develop their banking tools and fea-

tures accordingly.

https://insights.discoverglobalnetwork.com/customer-experience/creating-engaging-customer-experiences-with-passive-wearable-payments
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