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its 2014 levels

Slow-Motion Recovery

The price of a barrel of oil* has improved this year but is expected
to tread water until the second half of 2017 and remain well below

See story on page 7
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Grisis Could Have

Has CRA Reform

Missed Its Moment?
In a poditical season teeming with tenslon
around income ineguality, racial eco-
nomic disparities and animus toward the
banking industry, reforming the Commu-
nity Reinvestment Act, nstead of being
a cormerstone of the dehate, has besn
almost entirely absent from it. Page 2

Dangerous Haze:

Banking Is Not Yet

Going to Pot
The intersection of marijuana and hank-
ing has enough it"s-legal-but-it-lsn't ambi
guity to make i a problem for everyone
mvolved — marfjuwana-related businesses,
the government, banks and soclety at
large — and the sense of urgency around
finding a solution is growing. Page 3

A Long Tail
The Federal Deposit Insurance Corp. is
ralsing concerns abowt potental spillover
effects from depressed oil prices even
&5 banks had sounded more optimistic.
Tougher capital requirements for energy
lenders could be on the horizon.
i5ee chart above.) Page 7

Which Identity Proof

Works Best?
Towchlld, facial recognition, behavior pat-
terns, knowledge-based authentcation,
sS85 codes — the means of authenticating
continue to proliferate. The smant minds
in security have yet to seftle on one which
is the most effective. Page 8

Digital Asset Recruits Execs
From RBS, JPMorgan, B of A
Ivgital Asset Holdings has hired a former

HBS executive to be s chief financial
officer. The hire was one of several new
recruits the New York blockchain startup
announced. Page &

CFPB: Foreclosure

Relief Shouldn't End

When HAMP Does
The Consumer Financial Protection
Bureau joined other regulators in calling
for sustainable foreclosure relisf when the
Homee Affordable Modification Program
expires af the end of the year. Pages 11

Regulators Push Back
Living Wills Deadline
For Regional Banks

Regulators announced that they are giving
Large banks that have assets of less than

S0 billbon an addisional year to Ale their
living wills. Poge 11

State Banking Groups

Urge Senators to

Pass Reg Relief
State bank associations threw their
support behind a regulatory relief bill in
hopes the legislation can gain traction in
the Senate. The bill introduced in July by
Sen, Mike Rounds, B0, would require
fecderal fnancial repulators to consider a

bank's business mpdel when implement-
ing mew regulations and guidance. Page 11

First Hawaiian

Plans $558 Million

Initial Public Offering
First Hawalian Bank in Honohilu expects
o raise up to $§558 million in an ingtial
public offering after its parent company,
BMP Paribas Group, decided o spin off
the umit rather than sell it. Page 12

1 OBank Branches

Don’t Die,

They Evolve

Kenneth H. Thomas of Commumity De-
velopment Fund Advisors says that what
wis true in the Lage 1700z, the 19705 and
the 14805 is still true today: Bank custom-
&rs want to interact with real-life pecple
when managing finances, Pags 12
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Bank
Branches
Don’t Die,
They Evolve

By Kenneth H. Thomas

I did a double take at a recent BankThink
commentary titled “Branch of the Future
Will 5¢ill Be a Branch,” which argued that
the high-touch approach of in-person
banking will still have a place in the indus
try's technological makeover.

The reason this caught my interest is
that the argument seems very familiar. |
came to a nearly identical conclusion near
Iv 30 vears ago, in a piece for American
Banker's 150th-anniversary edition, titled
“Delivery Svstem of the Future Exists To
day.” Ten vears before that, in 1977, | wrote
another piece concluding that a “cash
less or checkless society does not mean a
branchless society.”

In the mid-1970s the banking industry
was going through a major change in deliv
ery systems with the first ATMs and point-
of-zale terminals emerging. The acronym
of the day was not BSA or CRA but EFTS

for Electronic Funds Transfer Systems
more simply EFT.

Ar the time, | was living in Philadelphia,
which back then was celebrating the na
tion's bicentennial. My home was a few
blocks from the location of America’s iirst
modern-type commercial bank, the Bank
of North America, which was chartered in
1781 by the Continental Congress.

What was tue in the late 1700s, the
1970 and 1980% iz still true oday. What
made banks in Philadelphia successful
in 1976 and nearly 200 years earlier was
simply the personal service they provided
their customers. Yes, banking is a money
business, burt it is first and foremaost a peo
ple business. People, whether at the retail
or business level, want and deserve 1o per
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sonally interact with other people when it
inviolves their inances.

Technology allows people to communi
cate with other people in banks and trans
fer funds, first through ATMs and now
through wireless systems, but all of this
then and now lacks the critical personal
touch. Whether it is the handshake, eye-to
eye contact or just the instant vibe you get
from meeting someone in person, there is
no technology that can totally duplicate
this experience. RBeal bankers are found in
branches, not on videos, Skype or smart
phones.

Many techies believe there is no trade
off between “high=-touch™ and “high-tech.”
They say techniology will replace just about
everything we do through more traditional
means. This may work in other industries,
but not in banking.

Fintech experts will argue that branch
e5 are banking dinosaurs, citing surveys
showing that the majority of certain bank
ing transactions are done via online and
mobile banking. But they fail to point out
that the main reason customers open a
bank account at a particular bank in the
first place is convenience of location. Not
virtual Pokémon Go locations on a smart
phone but real branches.

Customers may not visit a branch reg
ularly or much at all, bur the fact that it
is there if they need w deal with a real
person is what counts. That is why smart
bankers continue to believe in branches
but continually change their appearance,
design, offerings, hours and, ves, technol
ogy Lo meet customer needs.

The trade-off between high-touch ver
sus high-tech iz just that: a trade-off, It is
not a binary either/or decision. The smart
est bankers in the 19708 integrated ATMs
in their existing delivery system not only
with in-lobby, outside walk-up units, and
dedicated ATM drive-up lanes, but also
with free-standing machines. Technologi
cal advances later allowed the deployment
of not only video ATMs but more recent
Iv cardless ATMs activated by customers®
smartphones.

Just as the branchless society envisioned
by s0 many in the 19708 never became a
reality, this is also true with the cashless
and checkless society models. Why? Sim
plv because many people, not just our
seniors, want to have the option of see
ing and touching what they have worked
and saved for rather than worryving about
a problem with a digital or other noncash
medium of exchange. Also, cash is king to
much of our unbanked population.

The bottom line with smart banking
vesterday, today or tomorrow — is 1o give
customers the critical freedom of choice
o bank how, when and where they want.
Different banks will have different delivery
system strategies because thev have differ
ent customers with different needs. Each
bank will have to find the right point on
the high-touch vs. hightech spectrum to
profitably meet their customer needs. This
mieans that what will be the right strategy
for one bank will not be the case for an
other.

What 1 wrote 30 yvears will likely be just
as relevant 20 vears from now when Amer
ican Banker celebrates its bicentennial:

*The delivery system of the future exists
today in the form of the brick-and-mortar
system of thousands of Gnancial nstitg
tions. The raditional branch will contin
ue o evolve in terms of becoming more
automated; more sales oriented with an
increased array of products; more innova
tive in terms of type and locational place
ment; and even more fee generating with
branch-sharing arrangements and new
pricing strategies. And branch networks
will continue to be reconfigured through
cdosings, sales, purchases, switches, relo
cations, downsizings, and openings to re
flect changing demand and supply condi
tions. This means that the delivery system
of the furure will be a product of evolution
rather than revolution.”

Kenneth H. Thomas, president of Mi
ami-based Community Development Fund
Adhasors LLC, was a lechurer in finance at the
University of Pennsylvania’s Wharton School
for aver 40 years.




