
Since 1970, the number 
of bank branches in the 
U.S. has increased at a 
rate more than double 
the population growth 

In spite of 1,600 branch closures in 2015 (SNL), 
there are still over 94,000 bank and thrift branches 
in the United States (FDIC.) That’s eight times 
the number of Starbucks outlets! Since 1970, the 
number of branches has increased at an annual 
rate of 3.6% while population growth for that 
same period has averaged just 1.26% annually.

There’s no question that the branch remains a 
critically important part of the distribution mix (The 
most important for higher value, older customer 
segments like the Mass Affluent and Pre-Retired.) 
But how many does your bank really need?

The latest thinking in the industry is that up to 
20% of bank branches are unnecessary and, if cut, 
would have a net positive impact on the bank’s 
balance sheet.

So how do you find the dead wood?

Branch Optimization
The core elements to consider when optimizing 
the branch network remain:

1. Number and transaction volumes of 
customers served

2. Value of customers who transact at each branch

3. Same-store monthly sales

4. Performance versus the market

5. Projected customer attrition

6. Projected market growth

7. Profitability and projected savings

However, this only gets you so far. Your branch 
network needs to support the bank’s overall 
business strategy and that requires additional 
questions be asked:

Why has a current branch failed to perform?

• Perhaps you have the right location but have 
been targeting the wrong customers?

• Is your current staffing mix appropriate for 
the type of opportunity? Generating new 
customers requires a different skillset than 
cross-selling and retaining current customers.

What is the mix of customers in the trade area?

• A branch may be a marginal performer when 
looking to serve the trade area as a whole, but 
is there a concentration of prospects from key, 
attractive segments which, if targeted, could 
afford greater opportunity?

Could certain branches be downsized?

• Reducing overhead or reconfiguring branches 
to fit a multi-channel strategy can reprieve 
marginal performers.

Would a different lead product strategy 
effectively increase branch trade areas?

• By focusing on lead products such as mortgage 
or business loans, a branch’s effective trade 
area can be increased by up to 7 times.

.

If your bank is considering an optimization study of its current branch distribution network, 
we encourage you to contact us at 616-608-7359 or online at www.galapagosmarketing.com.
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