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MARKETS

U.S. Banks Prune More Branches
Migration to Mobile, Online Services Has Lenders Closing Local Outposts

Jan. 27, 2014 8:56 p.m. ET

Bank branch closures in the U.S. last year hit the highest level on record so far, a sign that sweeping technological advances in mobile and electronic banking are paying off for lenders but leaving some customers behind.

U.S. banks cut a net 1,487 branch locations last year, according to SNL Financial, the most since the research firm began collecting the data in 2002.

Branch numbers have been on a steady decline since 2009 and reached a total of 96,339 at the middle of last year, the lowest since 2006, according to data from the Federal Deposit Insurance Corp.

Since the financial crisis, U.S. banks have been ramping up mobile and online services and moving away from physical locations to avoid overlap. "There's less of a need to have branches now," says Sandler O'Neill + Partners

analyst Jeff Harte.

Culling branches, with their real-estate, labor and security costs, has become a popular way for banks to boost profits at a time of sluggish revenue and loan growth. No U.S. state or territory logged net bank-branch additions in the

cumulative period running from 2010 to 2013, according to SNL.

TCF National Bank, based in Wayzata, Minn., in December announced it would close 37 branches in Jewel-Osco supermarkets. At the same time, the bank said it would expand its automated-teller machine network, adding 52 ATMs

at elevated train stations in the Chicago area. Banks rolled out the first ATMs in the U.S. in the late 1960s, one of the earlier electronic advances that allowed them to consolidate services.

Recent advances in mobile banking have accelerated the electronic trend. Some banks now allow customers to deposit checks simply by snapping photos of them with smartphones and sending them, and let consumers transfer

money to other customers via their phones.

Bank of America Corp. Chief Executive Brian Moynihan said on an earnings call with analysts that 9% of all checks deposited by customers in the fourth quarter came from snapping pictures on smartphones or tablet computers. That

figure was up from 7% in the previous quarter. Mr. Moynihan said the figure didn't exist until the third quarter of 2012.

Reducing the number of bank branches around the U.S. can have unforeseen consequences on local economies, says Chris Cole, senior vice president for the Independent Community Bankers of America. "When banks merge and

branches shut down that can have a big impact on a small community. Particularly if it's an out of state bank that's buying a community bank, it can mean more remote decisions about giving loans to local businesses," he says. "It can

also have an impact on local charitable giving, local activity by the bank. Basically the community can feel lost."
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CBC National Bank, a unit of Coastal Banking Co. , closed the only bank branch in Meigs, Ga., late last year, according to city clerk Marsha Demoga. The closure has had a negative impact on the town's fewer than 1,000 residents,

who now have to drive about five miles to the next town to do their banking in a branch, she says.

"If someone doesn't have a car, it's going to cause a large impact," Ms. Demoga says. She noted that city police officers also have to drive to a nearby town to take make deposits for the city.

A representative of Coastal Banking didn't respond to a request for comment Monday.

Among states, Florida showed the biggest branch decline from the cumulative period running from 2010 to 2013 with 319 net closures, followed by Georgia, with 266 fewer branches, and

Pennsylvania at 261. The only state that didn't show declining branches over that time period was Nebraska, which showed no net closures or openings during this period.

Bank of America's branch total declined by 189 in 2013, according to SNL. PNC Financial Services Group Inc. closed the second-most, at 160 branches, while SunTrust Banks Inc. posted

123 net closures last year.

By contrast, J.P. Morgan Chase & Co. opened 34 more branches than it closed last year, the most of any bank. Unlike many of its peers, J.P. Morgan has been opening more bank

branches than it closes in recent years as it aims to build out its footprint in states like California and Florida.

But that could soon change. Marianne Lake, J.P. Morgan's chief financial officer, said in a conference call earlier this month that the bank has "completed building out our key expansion

markets," which include California and Florida. She added that "we feel good about our footprint at or around this level of 5,600 branches, plus or minus, and our focus from here is on

optimization."

Another factor that could prompt more closures is regulation. Increased scrutiny of consumer lending and tougher capital requirements are expected to continue to push banks to

consolidate branches.

"Regulatory compliance costs for smaller banks are proving to be higher than a lot of people expected," says Mr. Harte of Sandler O'Neill.

Regions Financial Corp., a Birmingham, Ala.-based lender operating in 16 states, said in December it plans to close 30 branches this year as it looks to cut expenses. The bank said it

would have about 1,670 branches after the closures are completed.

KeyCorp, based in Cleveland, last week said it closed 16 branches in the fourth quarter and has shuttered a total of 81 locations since it launched a cost-cutting program in 2012.

"We do see opportunities as we move forward to continue to optimize our branch network," William Koehler, president of KeyBank, KeyCorp's bank subsidiary, said during a conference

call.

Some analysts said they don't expect the industry trend to slow anytime soon.

"You still need branches," said Mr. Harte, "but the dependence on them to maintain a deposit franchise is declining with technology."

—Andrew R. Johnson and Shayndi Raice contributed to this article.
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Recent advances in mobile banking have accelerated

the electronic trend. Bryan Derballa
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