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Is There "A Home" For Internet-Only Branches?

 business customers digital banking funding

Summary: Banks are always seeking new customers, but how do you go about

doing so outside your geographic community? Some community banks are using

internet-only branches to do this.

The Urban Institute found millennial homeownership is only 37% at this point, a whopping 18% below the level

of Gen X and boomers when they were the same age. Reasons vary, but include: getting married later in life

(30% later); holding off on having babies by 32% (a driver of homeownership); renting in more expensive

locations (down payment takes longer) and holding more student loan debt (46% of graduates back then vs.

75% now). As you figure out how to get this cohort as a customer, it always helps to have some raw data to

lean on.

Banks are always seeking new customers, but how do you go about doing so outside your geographic

community? Some banks are tinkering with offering nationwide deals on deposit and loan products through an

internet-only brand, while still advertising market-rate products to existing customers in local areas.

A community bank in WI has a separate online brand to offer deposit products outside its branch footprint. This

supports loan growth without damaging efforts in local markets. The bank has seen average assets maintained

by online customers that stretch to about 4x greater than those from the historic bank brand. The bank also

has a niche loan product offered strictly by its online brand: loans for high-end motor homes. Offline, the bank

markets the loans by bringing its own motor home to meet-and-greets, while online, the bank runs promotions

to win VIP passes to premier NASCAR events. Because most of the customers for the luxury motor homes tend

to be owners of their businesses, the bank also launched a business money market account.

Another community bank in NE has a separate internet-only brand offering online savings accounts with no

monthly fees or minimum balance requirements. The online brand also offers checking accounts, credit cards,

529 college savings plans and investment products.

Still another community bank in NY has an internet-only brand that offers a high-yield savings account with a

current rate of 2% APY. This is the highest rate in the country, according to Bankrate.com.

As can be seen, community banks along with the big banks seem to be tinkering with online branded offerings.

So, to help those who may be considering launching a separate internet-only brand, we offer a few things to

think about.

First, you may want to brainstorm a catchy name to grab the attention of people searching the Net for great

deals.

Next, don't be afraid to tout your online brand on social media, even if customers of your existing brand also

see what you have to say. Existing customers may also appreciate the sorts of deals that brand offers and that

can reduce your delivery costs.

Third, if you decide to experiment with new launches, particularly specialty loans, make sure you're well-versed

in the niche or bring in experts.
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Finally, keep regulators informed. They don't mind banks testing out things with more limited offerings, but

they also want to understand security and other factors too.

Whether this is something for your bank or not, you now know some of the ways that other community banks

have done it.
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