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anking has changed profoundly over the last decade. Even before 
COVID-19 halted the world of face-to-face contact and interpersonal 
connections, banks were already facing a dramatic shift in the way 
consumers conducted their banking. No longer did customers desire 

to walk into a physical bank and speak with a teller, preferring instead to use an 
ATM, deposit checks with an app, or bank entirely online from home. Meanwhile, 
banks were adapting as well — sometimes successfully, sometimes not — with 
innovations such as using virtual assistants for collections and Peer-to-Peer (P2P) 
payment systems that allowed people to send or request money via an app like 
PayPal or Venmo.

But what about relationship banking — personalized banking focused on 
developing and customizing products and services to meet individual customer 
needs — in this fast-changing financial environment? Can it still work in a digital 
world, or is it a dinosaur headed toward extinction?

The short answer is yes, relationship banking can still be successful, but it 
requires creative thinking and a strategic transformation. Relationship banking 
works because it’s mutually beneficial for both the customer and the bank. On one 
hand, customers want to be recognized for the relationship that they have with 
their primary institution, and they appreciate receiving offers that are customized 
for their respective needs. This leads to a positive customer experience and repeat 
business. At the same time, banks reap the benefit of an effective relationship 
strategy through higher revenue, a longer pipeline of transaction volume and 
increased services, and increased retention. A successful relationship banking 
approach can result in product deepening, increased volume, increased brand 
loyalty, and higher customer retention.

But to make a relationship-based approach work in the digital age, banks must 
retool their strategy to ensure that it includes five key traits. The new strategy 
should be:  

Let’s examine each in more detail. 

Revamping  
organizational  
structures to  
reflect a customer  
profitability  
mindset will result 
in programs and 
offers that best 
serve the  
customers.

1 .

D ATA - D R I V E N

4 .

I N C E N T I V I Z I N G  F U T U R E  B E H A V I O R

2 .

P R O A C T I V E  A N D  E V O LV I N G

5 .

C U S T O M E R  P R O F I TA B I L I T Y  M I N D S E T

3 .

S Y S T E M - E N A B L E D
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1: 

Data-Driven 
and Aligned 
to the Bank’s 
Customer 
Base 

2: 
Proactive 
and 
Evolving

3: 
System-
Enabled

Data is plentiful in the world of banking. 
Not only are customers interacting digitally 
with their banks (and sharing data along the 
way), but banks are also obtaining third-party 
data about their customers’ interests and 
hobbies outside of banking.

External providers who do not have a 
relationship with the customers collect 
third-party data. The data comes in many 
forms and is collected from websites, apps, 
and social media platforms, and it helps 
inform marketing campaigns, personalized 
offers, and the bank’s statistical models. For 
example, a bank would love to know when one 
of its checking customers was shopping for a 
new home. By linking data on Zillow or Redfin 
searches to individual customers, the bank can 
know exactly the right time to customize and 
present a mortgage offer. 

Or perhaps a bank customer recently 
purchased a trampoline for his or her children. 
Given the higher risk of accidents associated 
with trampolines, the bank may want to use 
that knowledge to provide a perfectly timed 
inquiry for a revised homeowners insurance 
policy. By using all available data to craft pro-
grams and offers that align with the specific 
needs of each customer segment, banks can 
increase penetration and customer retention.

If we learned one thing from the COVID-19 
pandemic, it’s that banking needs (i.e., digital 
self-service capabilities, instant payments, 
or face recognition) are rarely static. As such, 
customizing a relationship program to evolve 
as customer needs evolve is critical. Successful 
relationship-based programs are engineered 
to proactively identify customer needs at each 
life stage based on what customers value most. 

For example, a customer that just closed  
on a house might find value in a Home  
Depot or Lowe’s gift card, while one who is 
planning a wedding may be more interested 
in travel or airline rewards. Once again, use 
third-party data to proactively identify your 
customer needs.   

Inadequate systems have long been a 
pain point in implementing an effective 
relationship strategy. The early relationship 
banking process was highly manual and 
time-consuming, and it required face-to-face 
interaction. Over the last five to 10 years, 
however, banks have rolled out their versions 
of “relationship programs.” And while these 
programs attempted to be broad enough to hit 
the masses, they often missed the mark due to 
insufficient system integration, especially with 
recent acquisitions.

In many instances, a portion of the process 
for calculating a full customer’s relationship 
is done manually, which can lead to errors (i.e., 
understating of assets) or delays in the pro-
cess — and ultimately an unhappy customer. 
For example, a bank acquiring another bank 
has automated access to its legacy entity’s 
customer assets but is missing the assets for 
the newly acquired company. This requires 
someone to remember to manually add the 
acquired company’s assets, which can result 
in misses.

From a strategy perspective, after 
determining your relationship program (i.e., 
which products are in scope, which customer 
segments?) and pricing strategy (i.e., differen-
tiate pricing for more price-elastic customers, 
use average pricing or price to conservative 
return hurdles), it is essential to ensure that 
your systems can: 1) pull in the full customer 
relationship in an automated manner; 2) 
price to the desired level of granularity or 
segmentation; and 3) track effectiveness of the 
relationship program over time.  

Here, it’s important to ask: Can my current 
systems calculate my customers’ banking, 
savings, and all lending products? Can they 
provide a different price for a customer based 
on asset band? And can my systems tell me if a 
customer has defaulted on one of the lending 
products they maintain with the bank?  

If your current systems don’t allow you 
to accomplish all three goals, you’ll need 
to decide early in the process whether to 
configure them to align to the new strategy 
or go with a vendor software solution. Either 
way, not having effective systems can result 
in errors, inefficient processes, and a poor 
customer experience.  
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4: 
Incentivize 
Future 
Behavior

5: 
Customer 
Profitability 
Mindset

Many relationship programs fail because 
they simply reward existing behavior. It’s a 
nice sentiment, but one that often leads to 
suboptimal returns. For example, structuring 
a program to provide a $200 discount on auto 
insurance for customers that have $100,000 in 
assets with the bank. Unless your program is 
structured to change the underlying behavior 
of your customers, the result is simply a 
reduction in profitability for the bank. In 
this case, the customer already brought the 
$100,000 to the bank and would no doubt have 
obtained the auto insurance without the $200 
discount. While the incentive likely made the 
customer happy, it didn’t do anything other 
than reduce the bank’s bottom line. 

To balance profitability and customer 
satisfaction, it is important to structure 
a program that incentivizes future — not 
current — behavior. Examples include 
providing incentives (e.g.,  the same $200 
discount referenced above) for customers 
who bring $100,000 in new assets to the bank 
or offering an interest-rate booster on a new 
bank product once the customer demonstrates 
strong repayment performance on a lending 
product (i.e., two years of consecutive on-time 
monthly payments).  Structuring your 
programs to incentivize changes in behavior 
will lead to improved profitability for the bank 
and an enhanced experience for the customer.

Finally, many banks are still 
organizationally aligned by individual 
banking products — e.g., checking accounts, 
credit cards, home loans, auto lending, etc. 
As such, many banking leaders take a siloed 
approach and are concerned primarily about 
the profitability of the product(s) for which 
they are responsible. An auto lending product 
lead, for example, will be focused on the 
profitability of the auto lending product, but 
less concerned about implications to the card 
profit and loss (P&L). As a result, they may not 
often have the best interest of the customer, or 
the enterprise as a whole, in mind. A decision 
that may be best for enterprise profitability 
may go unmade if it is depletive to the 
individual product P&L. 

In a siloed structure, a home loans 
incentive of 75 basis points for a customer 
bringing $150,000 in new assets to the bank 
may increase the overall profitability of the 
bank. Since it may hurt the home loans P&L, 
however, the home loans product lead may not 
want to take the hit by offering the incentive. 
Revamping organizational structures, incen-
tive plans, and/or transferring P&Ls to reflect 
a customer profitability mindset will result 
in programs and offers that best serve the 
customers and should also help banks achieve 
higher profitability. $
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