
Bank of America: 
Cutting 10% of branch 

network by 2014
Chase: Opening 1,200 
new branches by 2014

Two recent press releases serve to summarize the 
growing challenge facing banking and the need 
for a clearly defined strategy to achieve long-term, 
profitable growth.

Bank of America announced the closing of 178 
branches last year, part of its plan to cut its branch 
network 10% by 2014, while Chase announced it 
will open 1,200 new branches during the same 
time period.

On the surface, this appears to be two banks with 
diametrically opposed strategies to achieve the 
same result: Increased profitability. But a deeper 
look into the numbers reveals, at their core, a 
similar focus. Both banks recognize that over 75% 
of their retail customers are unprofitable, based on 
their metrics; both banks want to target profitable 
customers, particularly the Mass Affluent.  Mass 
Affluent customer households generate, on 
average, nearly twice as much profit as other 
retail households; both banks see an urgent need 
to reduce the cost to service retail customers, 
particularly via the branch network. 

Bank of America’s strategy is to emphasize its 
investment in electronic channels and herd lower 
value retail customers toward them by closing 
branches in markets where the demographics are 
less affluent. At the same time, it will have added 
over 1,000 financial advisers to its remaining 
branch network by year end in an attempt to 
better meet the needs of more affluent customers.

Two ways to skin a cat?
Chase, on the other hand, will forego the opening 
of new full-service retail branches and instead 
focus on “Private Banking Centers,” high-street 
branches designed to appeal to the Mass Affluent 
customer segment, recognizing that these 
customers still place high stock on the branch as 
their preferred channel. By year end, over 750 of 
these branches will have been opened. 

The strategy has achieved some promising results 
to date: Last year, new Private Client Group clients 
averaged deposit and investment balances of 
$330,000 while the existing 22,000 Chase Private 
Clients increased their relationships by an average 
of $70,000.

The experience of these two banking behemoths 
raises several important questions:

•	 Can	your	bank	achieve	acceptable	levels	of	
profitability by serving all customers equally? 

•	 Is	your	distribution	plan	in	line	with	your	
business strategy? 

•	 Is	your	branch	network	and	delivery	in	line	with	
the needs of your targeted customers?

•	 Have	you	considered	your	customer	segment	
opportunity when downsizing your branch 
network? 
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For more information on how Galapagos can assist your bank in answering these questions, 
contact us at 616-608-7359 or online at www.galapagosmarketing.com.

Galapagos analysis shows that Mass Affluent customers, on average, generate almost $1,200 per household annually. The 
remaining retail household average is $619. Similarly, Pre-Retired Segment households generate, on average, $2,008 annually.
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