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Surviving Market Volatility

The period from the last week of March through the

first half of April produced a level of volatility in the stock

market rarely seen in U.S. history. Most notably, on six
consecutive trading days in early April, the bellwether
Dow Jones Industrial Average saw intraday changes of
at least 1,500 points, representing variances of at
least 5% relative to that day's opening level.
Although some specific measures
were unprecedented — for example, three

For institutional investors, the safe haven of quality
may be municipal or treasury bonds, i.e., lower-variance
options still within the capital markets. But for the typical
retail investor, the pinnacle of quality to which they might
flee from volatile equity investments is instead the haven
of safe, familiar bank accounts.

To understand why, consider the graph below to the
left, which illustrates the total losses U.S. consumers
suffered in FDIC-insured funds each year.

Dollars lost in FDIC-insured accounts

The graph, admittedly displayed
with humorous intent, shows that
since the founding of the FDIC nearly
100 years ago in 1933, no depositor
has ever lost so much as one penny
in FDIC-insured funds; and the same
holds for NCUA-insured funds on the
credit union side of industry.

As bankers, we can capitalize on
the securities-market turmoil by touting
the safety and security of our products,

- o whether as a short-term respite for
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those wanting to wait out what they
perceive as a temporary period of

consecutive trading days with intraday declines of at
least 1,500 points — volatility in general is not. Rather,

daily stock market averages are prone to instant reactions

to newsworthy events, which is why financial planners
typically discuss equity investments in terms of a
consumer's long-term planning horizons: that 20- or
30-year pathway to retirement, over which long-term
trends smooth out those volatility bumps; versus
rebalancing a portfolio at every short-term fluctuation.
Still, it is understandable that those short-term
fluctuations may prove unnerving to consumers, and
bankers can be the beneficiaries of that. Economic
uncertainty and stock market downturns typically
beget a phenomenon known as “flight to quality.”
Specifically, the flight to quality occurs when investors
deem certain investments as turning beyond their
personal risk-tolerance levels, and thus flee those
investments for the safety of insured instruments.

volatility, or as a permanent aption for those who would
willingly forgo potential greater long-term gains for
the emotional stability of guaranteed gains.

Banks and credit unions have been the beneficiaries
of the flight-to-quality phenomenan during several notable
periods of market turmoil over the past 30 years, including
after the tragic attacks of September 11, 2001; during the
financial crisis of 2008/2009 (most significantly after the
September 2008 implosion of the Lehman Brothers
brokerage firm); and at the onset of the COVID pandemic in
March 2020 (which yielded a deposit inflow distinct from
the wave of governmental COVID-relief funds that followed).

Thus, even if the current wave of volatility subsides,
bankers should be prepared for the next wave, with
campaigns at the ready. Keep in mind, even after crisis
gvents ebb, the impact remains with consumers. For
example, following the financial crisis of 2008/2009,
consumers were so reticent to return to pre-crisis leverage

(continued on page 2)
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Economic uncertainty
and stock market
downturns typically heget
a phenomenon known
as “flight to quality.”
Specifically, the flight
to quality occurs when
investors deem certain
investments as turning
beyond their personal
risk-tolerance levels,
and thus flee those
investments for the safety
of insured instruments.

levels that total home equity borrowings declined in
each of the next 15 years — only returning to prominence
in the past two years.

The opportunities are significant, as about 65% of
U.S. households with bank accounts also have some level of
stock market holdings, whether direct, through mutual funds,
and/or within retirement instruments such as 401k plans.

Campaigns should first and foremost emphasize the
reality depicted in the graph on page one: the U.S. banking
system represents the apex of fiscal security, and no consumer
has ever lost a dollar of FDIC/NCUA insured funds. It is also
important to emphasize how insured depository institutions
can provide a return appropriate for depositors time horizons.
That can range from money market and high-yield savings
accounts for those seeking to “park” funds for the short term
until market volatility recedes, to CDs where clients can
lock in significant long-term interest eamings.

Consumers tend to associate retirement accounts with
securities; so, it is important to remind clients they can hold
savings and CD products under IRAs, 401Ks and other tax-
advantaged retirement accounts, too. And for the investors

fearful of forsaking yield during a potential rebound period,
be sure to offer an array of shorter-term CD options, or
even CDs with features such as a one-time no-penalty
withdrawal of all or part of the balances.

Offerings of this type may not provide the long-term,
low-cost funding bankers covet to underlie their lending
activities. But they will position the bank as an advocate
for its clients, a safe haven for times of financial stress,
and most importantly, a partner the consumer can tum
to for guidance and service regarding any financial need.
Said anather way, when bankers offer the lifeline of
financial stability during periods of uncertainty, they gain
loyalty likely to manifest anytime that customer encounters
subsequent financial needs, whether on the deposit or
borrowing side of our balance sheets.

No one likes market volatility (save for a few day
traders and brokers with a vested interest in such), but
bankers can certainly capitalize on it — both in terms of
gaining deposits in the immediate term and gaining
customer awareness and loyalty for the longer term.
EEEN

Why the Largest Banks are
Re-Embracing Branch Expansion

Total branch counts across the U.S. have declined steadily
over the past 15 years, to the point that there are now
17% fewer branches in the nation overall than in the peak
year of 2010. Large banks have led the way in branch
reductions, consolidating thousands of branches, often in
the wake of mergers that left significant overlap across
the networks of the acquiring and acquired institutions.

Yet even as an assortment of industry pundits

proclaimed the declining aggregate branch counts as

presaging the imminent elimination of that channel,

a countertrend began to emerge, gaining momentum
over the past two years to where now many of the
nation’s largest banks have announced specific plans
for widespread branch expansion.

And this raises an obvious question: why the
turnaround? To answer that, it is important to understand
two key facts. First, branch expansion never ceased;
it abated. Even institutions that were in aggregate
reducing branch counts still continued to add branches
incrementally, to address emerging-growth corridors or
franchise gaps within certain geographic regions and/
or demographic segments. Second, net branch counts

across the industry continue to decline, so the expansion
initiatives in some markets are not offsetting contractions
in other markets.

Still, given the rise of digital channels and the
pace of branch closures of recent years, the expansion
commitments are notable, and perhaps surprising.
Large regional and national banks, such as Chase, Bank
of America, Fifth Third, PNC and Huntington, have all
announced significant branch expansion efforts in recent
years. Even Wells Fargo, finally having fulfilled the
requirements of a consent order that constrained growth,
has also announced a sizable branching initiative.

Returning to the question of “why,” there are
several factors driving the expansion initiatives.

For banks with nationwide aspirations, there are
certain “got-to-be-there” markets, including all the top
“X" metropolitan statistical areas by population. Different
banks will define that “x" differently, but whether it's a
top-20 metro or a top-50 metro imperative, the handful of
banks striving for true nationwide presence realize that an
institution cannot claim that presence without at least some
presence in each of those top metros. (continued on page 3)



Wells Fargo’s commitment to the Chicago
market exemplifies this trend. Chicago has
no shortage of banking offerings, but as one
of a handful of banks with the wherewithal to
create true nationwide presence, can Wells
Fargo bypass the nation’s third-largest market,
and the financial and business capital of the
entire Midwest? Because our industry emerged
in an environment of legally mandated state
boundaries, we tend to still think of franchises
in a regional context. But extrapolating that to
the nation’s largest retailers reveals the unusual
nature of banking: can you imagine if there
were no Walmart or Target stores in Chicago
or Los Angeles? No Apple store or AT&T outlet
in Dallas or Denver?

There are 36 MSAs in the U.S. with at
least two million residents, and these markets
combine to hold 49% of the nation’s total
population. Thus, if a bank can establish
presence in those 36 markets, it can claim
availability to half the nation. Others may
frame the objective as top 30 markets, top 50,
or top 100; but the general intent is to build a
network that leverages the disproportionate
concentration of U.S. residents into a subset of
large metro areas.

One benefit of this approach is that at some
point it becomes less expensive to purchase
advertising on a national basis than market-by-
market. But if you're purchasing advertising on
say, the NFL national Sunday afternoon game,
then it's beneficial if the majority of consumers
seeing that ad can visit your institution.

Once the institution commits to that national
advertising platform, each additional market

it enters amortizes that cost lower on a per-
prospective-customer basis; and the larger the
next market the bank enters, the more those
costs amortize downward. This explains, for
example, Chase’s aggressive foray into the
Kansas City market.

For regional banks, a primary motivating
factor is economic diversification; specifically
seen in the form of banks with origins in what
are now low-growth markets seeking to build
presence in higher-growth markets. Thus, for
example, PNC's stated goals of expanding in

Florida and Texas; Huntington's pursuit of the
Carolinas; and Fifth Third's branching plans in
Atlanta. In each case, expansion will avail those
banks of markets with greater household growth
rates than their home markets, which still house
some of their largest concentrations of branches.
Across all these cases, one commonality in
these branching initiatives is that they all involve
scale. These are not single line-of-business
offerings, such as a loan production or wealth
management outpost, to address a narrow slice
of the market. Rather, in each of the above-cited
cases, the bank’s announcements regarding their

The pursuit of the nation’s
largest metros by the
nation’s largest banks may
just be getting started,
and as more hanks
consider nationwide
or multi-région presence,
the trend will bring
repercussions to all tiers
of the industry.

new target markets have indicated broad market
coverage, presumably in pursuit of a leading
market position. The large banks” new-market
initiatives are occurring in the framework of
dozens of branches, not one or two.

This may have been most overtly stated by
Wells Fargo, which quantified its goal for the
Chicago market as having a branch within 15
minutes of 95% of the market's populace.
Other banks have not publicly stated their
objectives with such precise convenience/
coverage measures, but the intent remains
clear: to become a leading retail competitor
within their respective target markets.

Much of this harkens back to the
network effect, the empirically demonstrable
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phenomenon that large branch networks
capture a disproportionate share of balances.
Bancography has written extensively about the
network effect [see “Revisiting the Network
Effect: Despite the Rise of Alternate Channels,
Dense Branch Netwaorks Still Win the Day, Fall
2024]. To summarize, the principle holds that
a bank with eight branches in a market gains
more than twice as much in deposits as a
bank with four branches in the same market;
and those disproportionate gains continue
accruing (so 16 branches gain more than

twice as much as eight, and so on).

The network effect reflects that the
perception of ubiquity helps fuel consumer
choice, both in terms of perceived convenience
(“you're where | live, where | work, where
I shop!”) and in terms of general brand
awareness: the more the consumer sees a bank,
the more likely that bank will come to mind the
next time a need arises. There may even be
benefits in terms of perceived fiscal stability and
product breadth; the consumer awarding greater
trust to an institution of seemingly greater scope.

Further, just as the banks with national
aspirations can leverage the ability to amortize
nationwide advertising costs over multiple
markets, a bank with broad coverage of any
given metro area can similarly leverage the
ability to amortize marketwide ad costs over
multiple branches therein.

For community banks and credit unions, the
swell of larger banks entering major metros
brings challenges rippling to the
smaller tiers of the industry. Faced
with additional entry from national
and regional brands, smaller
institutions in larger markets will
(continued on page 4)
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Links to
Supporting Articles

Wells Fargo, Chicago
PNC, multiple markets
Huntington, Carolinas
Fifth Third, Southeast

Bank of America,
multiple markets

Chase, multiple markets

face greater need to promote their true differentiating
traits, and the benefits a smaller provider can offer.
In terms of their own expansion plans, though, the
heightened interest of the regional and national banks
in the largest metros may direct smaller institutions to
instead pursue a smaller tier of markets, even while still
ardently defending existing positions in large metros.
This could lead a community bank or credit union
in North Carolina to pursue, for example, Wilmington
or Asheville instead of Raleigh or Charlotte; in
Washington to pursue the Tri-Cities instead of Seattle;
or in Georgia to pursue Macon or Savannah instead
of Atlanta. Pursuing those second-tier markets also
provides a much easier path to market coverage.
A bank with 20 branches could add four branches in
Macon or Savannah and claim reasonable coverage of

Telephone Surveys:

those markets, an investment well within the capacity
of a bank that size; whereas gaining marketwide
coverage of Atlanta would likely require an implausible
tripling of the bank’s branch network, at a minimum.

The pursuit of the nation’s largest metros by the
nation’s largest banks may just be getting started, and
as more banks consider nationwide or multi-region
presence, the trend will bring repercussions to all
tiers of the industry.

Facing heightened competition in your institution's
markets? Bancography’s Branch Network Optimization
studies provide a marketwide assessment of any region
to deliver a long-term plan for branch openings and
acquisitions, including the number of branches
needed to effectively cover a market area.
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The Buggy Whip for Marketing Researchers
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Telephone interviewing has become a relic in

the research community. Customer complaints

of intrusion, fraud or security concerns, along
with decreasing participation and rising data
collection costs, sealed its fate.

Email is the replacement data-collection
mode. Marketing researchers knew email
eventually would replace telephone interviewing;
however, not with such velocity. Comfort with the

internet exploded during the Covid-19 pandemic,
resulting in acceptance of email surveys many
years earlier than prognosticated.

Bancography's customer service,

2025 Email Response Rates
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New  Customer Contact Mortgage/
account  service, center Home equity
openings satisfaction

& loyalty

satisfaction and loyalty tracking study
initially utilized a four-minute telephone
interview to measure brand loyalty and service
quality across the institution. Telephone response
rate or interview participation in 2019 hovered around
17%, with minimal customer complaints. This
participation rate plunged to just 2% in 2023 and
1.4% in 2024. Customer backlash soared in
frequency and level of anger.

All Bancography clients converted their
telephone tracking programs in 2025 to email,
experiencing resounding success. Response rates in
Q1 averaged 11% with no significant complaints, due

to the combination of comfort and privacy in survey

participation and the convenience of being able to take
the survey anytime.

The change in data collection mode altered the
results significantly, so comparisons to past benchmarks
or trends are not possible. Information is processed
differently when questions are presented by an
interviewer (human) versus self-administered like email,
text and snail mail. An interviewer controls the survey
delivery and is engaged with the respondent. This human
connection typically results in the respondent being less
forthcoming. The respondent tends to offer positive
and socially acceptable responses, especially regarding
other humans (e.g., branch and contact center staff and
specialty bankers/relationship managers). The privacy
and control afforded by web surveys allows for more
honesty and blunt feedback.

In addition to the customer service, satisfaction
and loyalty tracking study, Bancography conducts other
service quality studies measuring new-account openings,
contact center inquiries, and new mortgages/home equity
openings — all using email surveys. The survey response
rates have been very good and consistent.

Clients are now receiving more honest feedback
from a greater number of customers; customers are
not angered or alarmed by the telephone intrusion; and
substantial data collection savings allows for investments

in additional research. Win-win-winforall. m mmm
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More Than Just Vibes:
Build Branch Financial Projections with Bancography Plan

Demographic and competitive
data are critical parts of any
business-case exercise for new
branches. However, if your
assessment does not ultimately
dive to a full pro forma balance
sheet and income statement,
then the decision is really just
based on vibes. And fora
multi-million-dollar investment
such as the typical freestanding
branch, vibes are not enough.

To better support your
branch-planning decisions,
Bancography Plan provides
that next level of detail, creating
full pro forma financial projections
for any prospective location
in the U.S — in addition to the
demographics, competitive data
and maps that round out your
business case.

Generate a five-year balance
sheet, income statement and
summary measures; board-ready,
CEO-ready, and regulator-ready,
all with only a few clicks
of the mouse.

Visit our website to learn
more and request a demonstration.

The financial statements to the
right examine a proposed site
in Glendale, Arizona, using a
1.9-mile trade area radius.

bancography

Complete Balance Sheet

Balance sheet ($000s), year end, at|3 8% market penetration I <

Estimated market penetration based
on number of competitors and the
bank’s position in the market.

Yearl ear 1 Year 2 Yeard “ear 4 Year 5

Assets Detail of capital cost
Instaliment loans 0 2968 5937 8,905 11,874 14842 Land 1,108,080
Equity lines 0 306 812 918 1,224 1,520
Mortgages 0 1823 2,845 5,769 7,691 9614 Bulding 500,000
Business loans 0 2,367 4738 7102 9,470 11,837 Equipment 250,000

Total loans 0 7,565 15,129 22,694 w2se  (37.824) Fumiture 200,000
Land 1,100 1,100 1,100 1,100 1,100 1,100 Total coat 2,450,000
Building 200 773 747 720 693 667
Furn / equipment 550 457 384 2M 179 36
Libiltes A Glendale branch
Chedking 0 2431 4852 7,203 9724 12,155 could add $45M in
Money market 0 2,291 4581 6,872 9,163 11,454 de pos its and $38M in
Savings 0 2577 5154 773 10,308 12,885 Ioans over ﬁve years.
Chs 0 842 1685 2527 3,370 4212
Business deposits 0 925 1,851 2776 3702 4627 /

Total deposits 0 9,067 18133 27,200 36,266

Income Statement and Key Ratios

Income statement ($000s, pre tax) at 3.8% market penetration

Year 1 Year 2 Year 3 Year 4 Year 5
Loan spread 92 275 459 643 826
Deposit spread 65 194 323 452 581
Non-interest revenue 52 156 261 365 469
Miscellaneous income 0 0 0 0 0
Total revenue 208 625 1,042 1,459 1,876
Occupancy 43 44 45 47 43
Ten-year IRR of 25%
Depreciation 120 120 120 120 120
and 2.4 years
Personnel 338 345 352 431 440
Oth 24 25 25 26 27 to breakeven
er
comfortably meet
Total expenses 525 534 543 524 635 =
industry benchmarks
Net income 316 92 500 835 1,241 \ \
Key statistics IRR NPV
Efiiciency ratio 252% 85% 52% 43% 34% Five year 4.41% -3
Retum on assets -8.36% 0.81% 2.64% 3.16% 3.65% Ten year 24.80% 1,629
Retum on liabilties £.97% 0.68% 2.20% 263% 3.04% “Yearsto eamings 1.8

“Years to breakeven



https://bancography.com/branch-planning/bancography-plan/

Every year, Bancography publishes an Qutleok for the financial services industry, examining deposit,

demographic, and economic trends across the U.S. To help explain the current banking environment and

to prepare for the issues ahead, Bancography's 2025 Outlook examines industry trends over the past

year and provides advice for the year ahead. Download Outlook 2025: Industry Trends and
—_— / / the Challenges Ahead.

We hosted a Bancography Briefing where we highlighted key findings, insights and
recommendations from the Qutlook in March. Click here to view the recording.

Steve Reider will present at the National Credit Union Management Association
2025 Spring Conference in Amelia Island, Florida on May 26. He will conduct two
sessions: Qutlook 2025: Industry Trends and the Challenges Ahead and The Role of
the Branch in the Age of Automated Banking. NCUMA conducts conferences that
help build and sustain thriving credit unions.

Kimberly Clay was featured in Quirk’s, a national publication for marketing
research professionals. Read the article Why Periodic Brand Evaluation is
Crucial for Financial Institution Growth, an excerpt from her recently published
white paper The Brand Truth. And if you haven't already, download The Brand
Truth, which provides methods, best practices and case study examples
to help financial institutions evaluate and strengthen their brands.

\ Bancography will participate in the Kentucky Banker's Association KBA Vendor
Viewpoint Podcast in May. Bancography has been a KBA endorsed vendor for more than
20 years. In the podcast, Steve Reider will discuss how Bancography can support

KBA member banks with their branch-planning needs.

Steve Reider presented Beyond Compliance: Effective Strategies for Serving Low-Income
Consumers While Making a Real Impact as part of the Kadince webinar series. Too often,
low-income consumers are treated as a single category, but the reality is far more nuanced.
True success comes from understanding the diverse demographics within these markets and
tailoring products, services and outreach accordingly. This webinar explored the demographic
traits of lower-income households in the U.S. and the strategies financial institutions can use
to serve them more effectively. We discussed how to align products, marketing, and community
outreach with the needs of different segments — going beyond compliance to create real impact
in the communities you serve. View the presentation here.
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