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Are Banks Afraid of Payment and Money
Transfer Apps?
There were also signs of worry from bankers about increased competition from the
�ntech sector. More than three-fourths (76%) of bank respondents said they fear
new payment and money transfer platforms, like ApplePay, PayPal, Stripe, and
Venmo, ...
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Banking leaders are increasingly con�dent about their future.  Promontory
Inter�nancial Network’s proprietary Bank Con�dence Index reached its highest
point since it debuted �ve years ago, according to its fourth quarter Bank Executive
Business Outlook survey released today.

The Index, which is based on expectations for access to capital, loan demand,
funding costs, and deposit competition for the 12 months ahead, measured 52.9,
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climbing nearly three points since the previous quarter. The survey was based on
responses from the leaders of 543 unique banks nationwide.

“Bank leaders headed into 2020 with a positive outlook on loan demand and more
con�dence about the state of the industry,” said Mark Jacobsen, President and CEO of
Promontory Inter�nancial Network. “That good feeling stretched nationwide, as
well as across all four regional groupings of Federal Reserve districts.”

Yet there were also signs of worry from bankers about increased competition from
the �ntech sector. More than three-fourths (76%) of bank respondents said they fear
new payment and money transfer platforms, like ApplePay, PayPal, Stripe, and
Venmo, more than any other type of �ntech competitor. Half expressed a high level of
fear.

Bankers were split on whether they should fear specialty lenders like Earnest,
Kabbage, and Quicken Loans/Rocket Mortgage, with 47% expressing mid or high
levels of fear and an equal number signaling a low level of fear. Only 6% of
respondents said they had no fear at all from such �rms. Online investment/advisory
platforms like Betterment, Personal Capital, and Wealthfront also warranted
concern from bankers, with 41% expressing a mid or high level of fear. Half said they
had a low level of fear.

Other Findings:

NEWS SOURCES– More than three in 10 said their �rst read in the morning is a
cable TV network’s website, like CNN, CNBC, or Fox Business, while approximately
one quarter (26%) said they look to print or online versions of the Wall Street
Journal.
GROWTH & ATTRACTING NEW CUSTOMERS- In the survey, bank respondents
were asked questions about growth strategies and how they attract new
customers. Six in 10 (60%) said their banks are looking to enhance online and
mobile banking features amidst a high level of competition for retail deposits.
Slightly fewer than half said their banks are looking to diversify funding sources
(44%) or to create/recon�gure existing deposit products (44%).
BANK EXPERIENCES & OVERALL ECONOMIC OUTLOOK- On the metrics that
make up Promontory Inter�nancial Network’s proprietary Bank Experience Index
(access to capital, loan demand, funding costs, and deposit competition compared
to 12 months prior), results showed a level of 51.4, an increase of nearly four points
from the previous quarter. Respondents’ views of how overall economic
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conditions affected their businesses in the previous 12 months—and how they
might impact their businesses in the next 12 months—continued to shift to a more
positive outlook. More than half (54%) said economic conditions were the same
compared to 12 months prior, while only 12% identi�ed economic conditions as
worse. More than a third (35%) saw improvement (up 14 points from the previous
quarter). More than half (57%) predicted conditions would be the same in a year—
a 12-point increase from the previous quarter. Only 16% said economic conditions
would worsen over the next 12 months—a 28-point drop from the third quarter of
2019 and a 20-point drop from Q4 2018.
FUNDING COSTS– The biggest change came in respondents’ views of their banks’
funding costs. Only about four in 10 (43%) reported higher funding costs over the
prior 12 months. This was down 18 percentage points from the previous quarter
and down 48 points from Q4 2018. To the contrary, a different 43% said their
banks’ funding costs had decreased in the fourth quarter of 2019 compared to 12
months prior. This translated into a 20-point increase from the previous quarter
and a rise of 40 points from Q4 2018. The percentage of respondents predicting a
decrease in funding costs in the coming 12 months fell 14 points from the previous
quarter to 37%. The entire 14-point decline was offset by a 14-point gain in those
who indicated that they expect funding costs to remain the same (43%). Only two
in 10 (20%) projected funding costs to grow over the next 12 months.
LOAN DEMAND- More than four in 10 (44%) saw an increase in loan demand
compared to 12 months prior, a three-point rise from the previous quarter and a
one-point rise from the fourth quarter of 2018. One in four (25%) saw a decrease in
loan demand (10 points less than the previous quarter). Three in 10 (31%) said loan
demand was about the same. Looking to the future, 48% predicted an increase in
loan demand in the next 12 months, an 18-point increase from the previous
quarter and a nine-point increase from Q4 2019.
DEPOSIT COMPETITION- A majority (55%) said deposit competition had
increased compared to 12 months prior. This was only a slight dip from the
previous quarter but a 31-point drop from Q4 2018. A similar majority forecasted
that competition would increase in the coming year (56%) – far fewer than the
82% who felt that way at the end of the fourth quarter of 2018. More than four in
10 (41%) said that they expect deposit competition to be the same in 12 months.
Only 3% reported expecting a reprieve.
ACCESS TO CAPITAL– Overall, a majority of respondents (78%) said their banks’
access to capital remained steady compared to 12 months prior, and an even higher
number (80%) predicted it would remain the same in 12 months.
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This survey report incorporated responses from CEOs, presidents, and CFOs from 543
unique banks across the country—approximately 10% of the banks in the United
States. It is the twentieth quarterly survey published by Promontory Inter�nancial
Network. An archive of previous surveys can be found here.
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