The voice of banking

Rt Hon Dr Vince Cable MP

Secretary of State for Business, Innovation & Skills
Department for Business, Innovation & Skills

1 Victoria Street

London

SW1H OET

mpst.cable@bis.gsi.gov.uk

v 18 November 2014
Dear '~ //1(&Q ,
ACCESS TO BANKING

Thank you for your letter in relation to access to banking and the impact of branch closures
dated 30 October 2014.

Your letter highlights that, while customers have more ways to do their banking than ever
before, it is essential that banks reflect on their wider social responsibilities and provide
vulnerable customers with access to banking services to ensure they are not financially
excluded. Despite the range of channels available to access banking services due to
technological changes, users of bank branches can be particularly vulnerable to branch
restructuring because of geographic isolation, banking behaviour, or because they suffer
exclusion from digital infrastructure.

As you recommended, the industry has established a working group that is collectively
considering issues of financial inclusion around branch closures, and will give particular
attention to the points you raised, including exploring more options for ensuring access to
banking and the viability of an enhanced Post Office offering.

This Post Office offering is vital to providing services to customers in ‘last bank in town’
areas. There are about 11,700 Post Offices throughout the UK and the service has brought
access to banking services to many areas that did not have them in the past or had only
limited opening hours. Currently, most banks offer the following services through local Post
Offices: paying cash in; withdrawing cash; checking balances; paying bills and getting
business coinage.

It is important to promote the visibility of this service, in particular in communities where
there is low availability of bank branches, and the BBA is now liaising with the banks on how
we might do this better, in collaboration with the Post Office. Similarly, many of our members
are exploring how to provide an enhanced banking experience via the Post Office; including
a modernisation of the way those services are made available.

Back in 2008 when a ‘last branch in town’ commitment was contained in the Banking Code,
alternative channels to branch banking, such as online and digital banking, were still in their
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infancy. Since then, innovation and technology have had a rapid and profound impact on our
lives in general, and the banking industry is no exception. Consumer behaviour has evolved
towards using a broader range of channels to access banking services. Presently, the 9,700
strong bank branch network is just one out of a range of options available to bank customers

that provide access to banking services.

For example:

Internet and mobile banking is now used for transactions worth £6.4 billion a week —

up from £5.8 billion last year

e Banking apps for mobiles and tablets have been downloaded more than 14.7 million
times — a 2.3 million rise since January at a rate of around 15,000 per day in 2014

¢ Internet banking services typically receive 7 million log-ins a day

e Spend on contactless cards is expected to rise to £6.1 million a week this year — up

from £3.2million in 2013

Just as consumer preference for different banking channels is evolving, the way that
consumers use their branch is also continuing to change. Whereas previously, branches
played a vital role in transactional banking, consumers now prefer withdrawing money from a
cash machine. 88% of cash withdrawn from accounts was through the 68,000 strong ATM
network in 2013, up 16% on the previous year. Similarly, the network of retailers around the
country provided cashback facilities that enabled about 266 million debit card cashback
withdrawals, worth a total value of £251 billion in 2013. In 2016, we expect the banking
industry to have implemented a move to cheque imaging, which will enable cheques to be
paid in without needing to visit a bank (or, indeed, a Post Office).

However, despite consumer behaviour trending towards alternative channels, the industry
has recognised that bank branches will remain important for providing access to banking.
This is reflected through the repositioning of physical premises to where customers want
them, as well as the reinvestment and refurbishment of around 2,300 branches in the past
two years. What this demonstrates is an underlining commitment to high street outlets and
recognises the demand that still exists for personalised banking services.

We welcome your offer to arrange for a meeting between banking industry representatives
and the Post Office. Rebecca Park (rebecca.park@bba.org.uk) would be happy to liaise with

your office to arrange this.

Yours sincerely
/,/ 7 7 /
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Anthony Browne ’ ™
Chief Executive
British Bankers’ Association
Direct Line: 020 7216 8869

Email: anthony.browne@bba.org.uk
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