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Ernst & Young
Global Consumer Banking Survey 2012

Retail banks around the world are facing intense margin pressure, slow
balance sheet growth, an uncertain economic outlook and a growing
threat from new entrants, especially in the payments arena. Banks are
also confronted with growing regulatory costs and increasing demands
for greater fairness and clarity in their interactions with customers.

All of these factors are encouraging banks to increase their focus on their most important stakeholders —
their customers. Unfortunately, as banks are only too aware, customers who are losing trust in the industry
heavily outnumber those who are feeling more confident.

In this environment, understanding customer behavior, attitudes and requirements is more vital than

ever for banks' strategic thinking, operational planning and day-to-day customer treatment. Retail

banking remains a local business, and the impact of customer challenges varies from market to market.
Nevertheless, our experience tells us that key themes are often remarkably consistent across continents and
between countries.

This is Ernst & Young's latest survey of retail banking customers around the world. Building on our previous
global customer survey in 2011 and our European customer survey in 2010, it examines the views of more
than 28,500 banking customers in 35 countries, gathered in March 2012.

The survey emphasizes the following questions:
How likely are customers to switch banks, and if so, why?
Is customer behavior toward their banks changing, and if so, how?
How are customers using different channels, and what do they expect from them?
What is driving customers' satisfaction, and what improvements do they want to see?
What steps can banks take to enhance customer loyalty and advocacy?

We hope you find this report a good stimulus for dialogue and a useful tool when planning customer-focused
strategies, business models and operations.

We welcome the opportunity to discuss our findings in more detail, and we invite you to refer to the contacts
provided or visit www.ey.com/globalconsumerbankingsurvey.

wil pditt -

Bill Schlich
Global Banking & Capital Markets Leader
Ernst & Young
Banking customers Countries Insightful







Customers are taking control.

Overall customer confidence in banking continues to
fall, with 40% of customers losing trust in the industry
over the past year and only 22% gaining confidence.
Despite improvements in the US, customer trust is
falling in many other mature economies. The trend is
strongest in the European Union (EU), where more
customers have lost confidence in countries like Italy
(72%in 2012, from 48% in 2011) and Spain (76% in
2012, from 58%in 2011).

It is true that customer confidence remains
resolutely high in a number of emerging markets. In
India, 72% of customers are feeling more confident.
Even so, the overall direction of sentiment is clear.
Globally, the extent of falling confidence is leading to
some fundamental changes in customer behavior.

Customers are more likely to use other banks.
Customers are becoming less loyal and increasing
the number of banks they use. The overall
proportion of customers planning to change
banks has increased from 7% to 12% since 2011.
Sensitivity to fees and charges is the leading
driver of attrition, cited by 50% of customers.
Customers with only one bank have fallen from
41% to 31%, while those with three or more have
increased from 21% to 32%.

Customer advocacy is gaining power.

Word of mouth is gaining influence. Customers
are listening to each other more than their banks
or financial advisors. Globally, 71% seek advice
on banking products and services from friends,
family or colleagues, and 65% use financial
comparison sites to find the best deals. The views
of online communities and affinity groups are
also gaining importance. The use of social media
as a source of banking information (by 44% of
customers) is amplifying customers' voices, giving
them greater power as advocates or critics.



Customers want to play an active role in
tailoring their products and services.

Globally, only 44% of customers say their bank
adapts the products and services to meet their
needs. The survey results show that 70% of
customers are willing to provide their banks with
more personal information. In return, customers
expect to receive tangible improvements in

the suitability of products and services they

are offered.

Customers want better value and improved
service.

Not surprisingly, customers want lower costs
and better service. Improving fees and charges
is the top priority, as cited by 22% of customers.
Customers' second priority is to strengthen
online and mobile banking. But customers want
much more than just a better deal. They want the
flexibility to shape the relationship, contacting
their bank whenever and however they choose.
Customers prefer online channels for simple
transactions, but they also demand high-quality,
personal service for more complex transactions
and advice.

Banks need to embrace the shifting balance
of power.

Banks are competing for the business and

loyalty of increasingly demanding customers. In
response, different models are emerging to serve
different customer needs. Some are based on
low-cost competition, some on high-touch service
and some on accessibility. Large, full-service
banks need to defend market share against
specialist competitors focusing on particular
products or customer segments, as well as new
entrants in the payments space. At the same
time, full-service banks need to retain the ability
to meet a huge range of customer needs.

For large retail banks, choosing where and how

to compete is a complex challenge. They need to
deliver the level of personalization and flexibility
customers want, and develop differentiated
products and services — all while lowering costs and
generating sustainable profits. There is no simple
solution, but as we look across the industry we see
nine key implications.

Pricing is critical to customer satisfaction, but most customers have no idea how much they pay each
year. Transparency over pricing and service promises is vital if banks are to deliver something customers
value. It is also critical for banks to rebalance fee structures to achieve the clarity and sustainability

demanded by regulators and investors.

Customers should have the option to buy into certain products and services, as well as the ability to earn
upgrades through loyalty, whether in terms of longevity, share-of-wallet or the value they generate.

Customers care more about convenience than about channels. Banks need to look beyond multi-channel
toward a fully integrated banking experience that combines the advantages of physical branches and
in-person interactions with the information-rich digital channels. Omni-channel distribution leverages
customer data gathered from branches, website visits, social media and elsewhere. Marketing offers are
customer-segment specific, rather than channel specific, and allows customers to purchase a product in
one channel that they had researched or seen promoted via another channel.



By regaining influence over customers' decisions, banks can manage their own revenue more
effectively. To do so they need to improve how they provide information and advice. Banks need to
target self-directed customers and encourage greater self-service through financial planning tools,
demonstrations of “how people like you are investing,” or ranges of product and pricing bundles.

The growing importance of word of mouth and the waning power of direct selling have implications for
banks' marketing strategies, which need to shift from push to pull. Banks should aim to recruit their
satisfied customers as advocates. They also could recruit online affinity groups as marketers by letting
them select and shape the communications they receive.

Banks need to capitalize on customers' growing enrollment in loyalty programs, especially in emerging
markets like India (48% in 2012 versus 26% in 2011). Most customers want financial rewards. Although
costly, such rewards offer huge potential benefits in loyalty and advocacy. Banks should tailor programs
for affinity groups and let customers choose rewards based on their value to the bank.

Banks should encourage customers to use digital channels whenever possible. Banks should determine
which services customers want to handle through branches and encourage — not force — other
transactions to move to digital channels, using price incentives, if necessary.

Customers identify a number of bank interactions as particularly important. Banks that focus operational
improvements on these areas will optimize the resulting impact on attrition, dormancy and loyalty. They
will also achieve a benefit in terms of their costs to serve. Banks recognize the importance of operational
investment, but they will need to carefully target their limited capital spending budgets for maximum
effect on customer satisfaction.

The use of cutting-edge technology is vital to all of the other implications we identify. This includes
breaking down silos, creating omni-channel distribution, developing innovative rewards for loyalty and
giving customers the ability to personalize their products and services. Technology can also help to
maintain intimacy as customers move towards digital banking and greater self-service. To achieve this,
banks will need to partner with technology innovators.
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There has been a significant jump in the number
of customers planning to change their bank.
Attrition rates have grown in several key
markets, driven chiefly by high fees.

Despite strong overall measures of customer
satisfaction, significant numbers of customers
are actively considering changing their bank.
Worldwide, the number of customers planning
to switch banks has grown from 7% in 2011 to
12%in 2012. The figure is significantly higher in
China, India and several Latin American markets.
For example, the number of Brazilian customers
planning to change has jumped from 7% to 20%.
Only Japanese customers are less likely to move
banks than in 2011.

Dissatisfaction with high fees is the most important
driver of attrition, cited by 50% of respondents.
Poor branch experience (31%) and poor interest
rates (30%) are the other leading drivers of attrition.

Worldwide, 34% of customers say they have
changed their main banking provider and 74% have
done so in the last 10 years. The overall figure is
marginally lower than in 2011 but it conceals some
wide variations across countries, with attrition

rates rising significantly in several key markets.
Specifically, in both the US and Canada, the number
of respondents who have changed their main bank
has increased from 38% in 2011 to 45% in 2012,
while it decreased from 40%in 2011 to 29% in 2012
in Brazil. Attrition has also accelerated in India,

China and South Africa.
Have you ever changed your main Yes M No, but | am planning to change No
banking provider?
World EU
7% 2011 7% 2011
a =
[
9% 2012
. India
12% 2012 11% 2011
]
[ ]
19% 2012
Brazil Japan
7% 2011 4% 2011
|~/ ]
I [ |
20% 2012 3% 2012
Canada South Africa
5% 2011 10% 2011
Z [
[ | [
5% 2012 13% 2012
China us
13% 2011 5% 2011
i ]
[ [ |
23% 2012 5% 2012







Customers are
increasingly likely to
use other banks
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Globally, multi-banking is increasing rapidly.
Customers are intensifying their search for the
best rates, products and services.

Customers' increasing willingness to change banks
is reflected by the increased number of banking
relationships. Although customer dynamics vary
between different markets, there is a clear global
trend toward customers using more than one bank
— known as multi-banking. Globally, those with just
one banking relationship have fallen from 41% to
31% since 2011, and those with three or more
banks have increased from 21% to 32% in the same
period. The growth in multi-banking is being driven
by a desire to obtain the best rates (34%) and to
receive the best product or service (34%).

Multi-banking is clearly on the rise in mature
markets such as the US, Canada and Western
Europe. In the US, the number of customers with
only one banking relationship has fallen from 51%
to 42% since 2011, while the proportion with three
or more providers has climbed from 16% to 23%. In
markets like Spain that are an exception to this rule,
consolidation among domestic banks is the major
factor reducing multi-banking.

In emerging markets, multi-banking tends to be even
higher than the global average. This often reflects

a desire to diversify deposits and reduce exposure

to the risk of bank failure. Levels of multi-banking
are falling slightly in some emerging markets such
as India, Mexico and Indonesia, but these are an
exception to the global trend. Again, consolidation
between banks is a factor in some countries.

How many banks do you bank with? 1 ]
H 2 More than 3
World EU
38% 14% 2011 38% 12% 2011
y/ AL IS,
ﬁ A |
38% 14% 2012
37% 20% 2012 46% 29% 2011
VN
| |
45% 25% 2012
Brazil Japan
a47% 14% 2011 25% 38% 2011
s (oA
| | |
45% 16% 2012 24% 29% 2012
Canada South Africa
37% 11% 2011 43% 11% 2011
e VA
I | ]
39% 12% 2012 45% 12% 2012
China us
23% 42% 2011 33% 12% 2011
| A
I | |
26% 33% 2012 35% 15% 2012




Customers are
increasingly likely to
use other banks

Customers remain wary of non-financial
providers, but the potential threat from new
entrants offering better rates, more personalized
products and services, stronger technology or
better rewards is very real.

The majority of customers still turn to a bank when
making product choices about checking accounts,
savings and credit cards. They are more likely to
choose a non-banking institution for non-core
products such as personal loans and automotive
credit. Among other factors, this is a result of
increased numbers of specialized lenders and falling
levels of bank lending.

Customers around the world are still generally
reluctant to use technology, media or retail
companies for their banking needs, but there are

signs that this could change. Economic factors

are most likely to draw customers to non-financial
institutions, implying that firms able to offer better
rates or lower fees than incumbent banks could gain
market share. We also note that our separate survey
of retail bankers shows that more than a third expect
the competitive threat from non-traditional rivals to
grow over the next five years.?

Other factors that would encourage customers to
use non-financial entrants include a better product
offering, more personalized service and a trusted
brand. Better technology or improved loyalty
programs could also attract some customers.
Customers in India, China and Turkey are
particularly likely to be attracted by a strong brand
or technology.

Which organizations do you use for the
following products and services?

World

Main bank
@® Another local bank
@ Another foreign bank

Financial advisor
Non-bank

Checking/current account

g g

Savings

15% 3% 22% 4%

Personal loan

|

S

14% 3%

Car loan Credit card

! 4
w’

12% 2% 24% T%

Mortgage

‘-

13% 2%

Investments Retirement

‘o

[ 4

13% 4% 10% 2%

Insurance products

v 4

12% 3%

Multiple-choice question whereby respondents selected all the categories that applied to them

t Global study of 654 senior retail banking executives conducted in October 2011 on behalf of Ernst & Young

by The Economist Intelligence Unit.
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Globally, the majority of customers rely on
personal peer groups for banking information.
Online word of mouth is also increasingly
powerful. In response, banks need to move from
push to pull marketing.

When it comes to seeking advice on banking
products and relationships, 71% of customers
around the world consult friends, families and
colleagues first. Customers place the greatest
value on information and advice that comes from
sources they personally know and trust. Personal
recommendations are the most important source
of information in mature markets such as the US,
Canada, Japan and Australia (63%, 67%, 59% and
63%, respectively) but they are also the leading
consideration in many emerging markets and, to an
even greater degree, in Brazil (77%), India (82%) and
China (84%).

The use of online communities, while much less
influential than face-to-face discussion, is also an
increasingly popular source of banking information.
Online communities are particularly influential in
emerging markets in Asia-Pacific and Latin America.

Globally, 55% of customers use online networks

and communities for advice and information on
banking. This exceeds the 43% who use competitor
advertising, matching the shift from push to pull
marketing observed in many other industries. Banks
need to respond with more creative marketing
strategies, and some are already working to try to
harness the potential advocacy of satisfied online
affinity groups.

Financial comparison websites are used by 65%
of customers, increasing their power and desire
to find the best deals. Comparison sites are now
more influential than financial advisors in

most markets.

Customers' increasing willingness to actively
manage their banking relationships represents

a major change for the industry. The survey

shows that 65% of global customers use financial
comparison websites, relatively unknown five years
ago, as a source of information about banking
products and services. Comparison sites are playing
a crucial role in customers' growing desire to seek
out the best deals, whether they are looking for a
new product, seeking a replacement or moving to a
new bank altogether.

Comparison sites have achieved success across
regions as diverse as Western Europe, Latin America
and Asia-Pacific, although they are slightly less
popular in some mature markets — most notably the
US, Canada and Australia. Globally, it is remarkable
that comparison sites are now seen as playing

a more important role than financial advisors,
although that is not yet true in markets such as the
US and Canada.




Customer advocacy
is becoming a
dominant force

What information sources do you value to keep
yourself informed on banking products with your

Bl Media reports
Competitor advertising

Face-to-face discussion
with friends, family and

. colleagues Online personal
main bank? B Financial comparison network/trusted
websites communities
B Financial advisor
World China Japan
65% 76% 52%
60% 74% 36%
57% 62% I 42%
Brazil EU South Africa
70% 64% 71%
63% 54% 2%
69% 51% 65%
Canada India us

48%
57%
40%

73%
7%
67%

8%

3
40%
“I o

Multiple-choice question whereby respondents selected all the categories that applied to them
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Customer advocacy
is becoming a
dominant force

Social networks are becoming important sources
of banking information, especially in emerging
markets. Social networks are also magnifying
customer voices, increasing their power to act as
advocates or critics.

Globally, 44% of customers use social networking
sites as sources of information on banking products
and services. Customers in emerging markets are
particularly likely to use social media to interact
with their banks. Worldwide, seeking information
remains the primary banking function that
customers perform via social networks, but in some
markets significant numbers of customers are also
conducting transactions this way.

China and Turkey provide two of the most notable
examples of this trend. For example, 81% of Chinese
customers use social networks to find out more
about banking products and services, 73% to access
their accounts and 70% to comment on service
received. The involvement of China Merchants

Bank with Renren, the main Chinese social network,
is a driver of this phenomenon. In Turkey, 78% of
customers use social media to find out about
banking products and services, 67% access their
accounts in this way, and 53% use social networking
sites to comment on the service they receive.

Worldwide, almost one-third of customers who use
social networking sites to interact with their bank
also use them to comment on the service they
have received and to pass on news about good
offers. Given the vital role that advocacy plays in
customers’ product and relationship decisions, this
is a significant finding.

Do you use social networking sites in
relation to your banking activities for
any of the following reasons?

Find out more about
their products and
services
M Access your account
B Share your budget and

B Share great banking-
related offers
Comment on the
level of service you've
received

spending patterns

World China Japan
33% 73% 21%
17% 46% 11%
I 29% 68% I 8%
in
Brazil EU South Africa
43% 24% 25%
23% 10% 8%
I 44% I I 16% 27%
| |
Canada India us
16% 45% 10%
% 31% 5%
12% 50% 8%

Multiple-choice question whereby respondents selected all the categories that applied to them
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Customers want personalized products and
services, and most would be happy to give more
personal information to their bank in exchange for
a more tailored service.

Customers value personal service, and they'll
offer personal data to get it. In fact, 70% of
customers worldwide are willing to provide their
bank with more information if this leads to greater
personalization or better service. The majority of
customers in every country surveyed — with the
notable exception of Japan — would be happy to
disclose personal information in this way. Levels
are particularly high in emerging economies, with
customers in South Africa (90%), India (86%),
Indonesia (83%) and Brazil (81%) among the most
willing to provide more personal information.

This is good news for banks, but they need to
remember the implied contract involved. Customers’
willingness to engage with their banks depends

on the banks delivering their side of the bargain.
Readiness to provide personal information is often
the result of successful product tailoring.

Just over a quarter of customers would be willing to
provide their bank with personal information twice a
year, and a similar number would be willing to do so
annually. This far outweighs the minority (6%) who
are only happy to provide personal information at
the start of their banking relationship. Customers in
a number of European, North American and Asia-
Pacific markets would prefer to provide updates at
their own discretion.

Would you be willing to provide your bank with
more information about yourself and/or your
family if it helped your bank to recommend a more
appropriate account or deliver a better service?

Yes H No

30% 19% 27% 28% 30% 14% 53% 10% 32%

Does your bank adapt the products and services it
offers you as your financial needs change?

Yes M No Not sure
I

19% 19% 15% 6% 25% 14% 41% 31% 17%

World
Brazil
Canada
China
EU
India
Japan
us

South Africa

World
Brazil
Canada
China
EU
India
Japan
us

South Africa




Customers
want greater
personalization
and flexibility

How often would you be prepared to update the information for your bank?

World Brazil India
23% 26%
30% 24%
3% 4%
Canada Japan
24% 31% 18%
44% 46% 52%
6% 3% 10%
China South Africa
24% 23%
43% 41%
13% 1%
EU us
Verify it's correct every
six months
W Verify it's correct
every year
| Update.at my discretion
Zvr:\ae:gcelgcumstances 25% 28%
M Only provide at the 48% 42%
beginning of the
banking relationship 5% 4%
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Customers
want greater
personalization

and flexibility Customers want the flexibility to use different Despite the success of internet banking, customers
channels for different transactions. Banks around the world agree that access to branches and
need to let customers personalize their branch staff remains crucial for overall satisfaction.
distribution choices, with different cost and This is especially true when it comes to complex
accessibility options. transactions, which customers in all markets prefer
to perform in branches. The picture is more varied for
Internet banking is now customers’ preferred way to  advice on products or services. Branches are the first
access account information in every country covered  choice in most markets, but customers in Brazil and
by the survey. The huge success of online banking China prefer to seek advice via an internet service,
can be attributed to its convenience and accessibility  and call centers are the leading choice in Australia.
— customers can decide when they interact with their
bank. In most markets, internet banking is also the
most popular channel for customers undertaking
simple transactions such as paying bills.
What is your preferred method of dealing with your bank for different products, services and activities?
Simple transactions
World Brazil China India South Africa
4% 2% 3% 1%
3% D, 5% 6% & D, 6%
3% . 52% 36% | 61%
s ] 4% 5% I i 8% 3%
2% N u )
-~ 3%
- 47%
N 3, Canada EU Japan us
3% 1% 3% 2%
1% 2% 1% 2%
y % 65% ( A 55% 35% & = 55%
2% 3% e - 4% ‘ ’ 2%
What is your preferred method of dealing with your bank for different products, services and activities?
Complex transactions
World Brazil China India South Africa
5% 3% 6% 4%
! 4 2% , % ' 4% , 2%
18% 13% 16% 15%
' 6% \ ) ] a B ’ 8% \ %
0,
25 II v 4 \~O 4
13%
4%  Canada EU Japan uUs
4% 2% % 5%
- {‘ 1% (‘ A 1% ,‘ 1%
% 15% 16% 10%
Y 2% 3% 4% = 3%
Branch visit @ Call center @ Mobile app @ Internet @® Email ATM Postal mail
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Customers
want greater
personalization
and flexibility

24

The growing popularity of online banking and the
continued importance of bank branches — in addition
to the emerging role of mobile banking — illustrate
the increasing diversity of customers' channel
preferences. Customers are becoming increasingly
keen to select when, and how, they use different
channels. However, this is not just about local
preferences. Many customers choose one channel
on one day and a different one the next, depending
on their specific needs at the time.

Analysis of the survey results also shows that
customers of different ages have different channel
preferences for different interactions. For example,
when seeking advice on banking products and
services, people under the age of 25 only marginally
prefer using a branch instead of the internet (33%
compared to 29%), while those between the ages of
35 and 54 clearly prefer branches (44% compared
to 27%). Among customers aged 55 and over, the
preference for branch-based advice is even stronger
(58% compared to 21% for the internet).

Age segmentation showing customers’ preferred channels for different banking activities.

Age group Access to account Advice on products Simple transactions Complex transactions
information and services
Visit to Internet Visit to Internet Visit to Internet Visit to Internet
branch branch branch branch
18-24 14% 51% 33% 29% 23% 38% 63% 14%
25-34 10% 63% 36% 29% 21% 49% 68% 16%
35-54 12% 66% 44% 27% 24% 50% 73% 14%
55 and over | 15% 66% 58% 21% 29% 50% 81% 10%
Total 13% 63% 43% 26% 24% 48% 2% 14%




Customers N

want greater
personalization

and flexibility This complexity shows that improving products. In our view, these findings tie in with
personalization is about more than just making customers' increasingly complex distribution
better use of customer data. It means developing requirements. Banks do not just need to give their
technology to give customers greater control over customers greater flexibility in how they contact
when and how they interact with their bank. their bank, but also greater choice between different
costs, service levels and functionality for each
On a connected theme, we note that, despite the channel that they use.

fact that 91% of customers would like basic banking
to be free, and a third of customers would be
prepared to pay separately for advice on complex

What are your expectations in terms of paying for banking products and services?

World
%
83% i [
Expect advice on complex products to  Prepared to pay separately for advice
be part of the standard service the on complex products
bank provides
%
63% i l
Expect basic services to be free Expect basic services to be included Would be prepared to pay for basic

in a standard monthly fee services if the service improved

40% ﬂ

Would be prepared to pay for advice
on complex products if the advice was
completely independent

Multiple-choice question whereby respondents selected all the categories that applied to them
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Pricing is the single most important driver of
customer satisfaction and a key tool in the fight
against attrition. Customers are demanding
improvements in the clarity and communication
of fees and charges.

Customers' increasing focus on maximizing the
value of their banking relationships means that
pricing is a critical driver of customer satisfaction —
and retention. Sensitivity to fees and charges is the
single leading, global driver, of customer attrition,
cited by 50% of customers. Customers around the

world also indicate that improvements to fees and
charging structures are most likely to increase their
satisfaction with their bank (identified by 22%).

Clearer communication and transparency about fees
is the most sought-after improvement globally, and
it emerges as the leading factor in many European
and Latin American markets. This is consistent with
customers' increasing desire to make their own,
informed decisions about products and pricing.

Which of the following banking activities would you most like your bank to improve or make easier to
increase your satisfaction with the service it provides?

World

oh

Online banking/mobile banking

Dealing with a life-changing event

'

Changes to fees and
charging structures

Access to a branch

Payments

Chart shows the top five areas customers want their banks to improve out of a possible 15 categories




Pricing and service

quality remain critical to
customer satisfaction

Customers want to see improvements in online
and mobile banking. Greater confidence in
security would encourage 78% of young people
to make greater use of mobile banking — a huge
potential cost reduction.

Improving online and mobile banking is identified
as the second most important driver of increased
satisfaction by customers around the world.

However, customers have not yet accepted mobile
banking as a trusted distribution channel. For

this to change, banks need to make a range of
improvements to availability and service quality.

Most importantly, customers need to be reassured
about the security of mobile banking. A strong
majority (67%) say they would use mobile banking if
they felt confident in its security.

Customers' assessment of the most important areas
for improvement is affected by their age. Apart from
the transparency of fees and interest rates, the top
three areas for improvement vary according to the
age of the customer.

If you are not satisfied with transparency of fees,
what are the main ways banks can improve this?

Communication clarity
M Standard terms and
conditions
M Service quality
Personalization

World EU
Bl Py
34% 31%
42% 39%
India
I
46% 51%
Brazil Japan
I |
41% 45% 30% 54%
Canada South Africa
| ] | ]
40% 35% 33% 42%
China us

I ——
72% 48%

I
38% 30%

Multiple-choice question whereby respondents selected all the categories that applied to them

Age segmentation showing the top three improvements customers want their banks to make.

Age 18-24

Age 25-34

Age 35-54

Age 55 or over

First priority

Change the
structure of prices
and interest rates
3%

Change the
structure of prices
and interest rates
(19%)

Change the
structure of prices
and interest rates
(23%)

Change the
structure of prices
and interest rates
(28%)

Second priority | Payments Bank transactions Bank transactions Access to a branch
(13%) online or via online or via (10%)
mobile phone mobile phone
A3% 12%)
Third priority Bank transactions Payments Processing changes Processing changes
online or via 9%) in situation in situation
mobile phone %) 10%)
12%)
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Pricing and service
quality remain critical to
customer satisfaction

Customer satisfaction with internet and branch
banking is high, and it is improving for call
centers and mobile banking. Despite these
encouraging responses, banks need to focus on
further improvements to vital, everyday services
and interactions.

Overall, 87% of global customers are either satisfied
(68%) or very satisfied (19%) with their main

bank, with very satisfied respondents particularly
numerous in the US (46%), Canada (38%), and
Australia and the UK (both 32%). Customer
satisfaction is strong for internet banking (81%
satisfied) and branch banking (80% satisfied).

It is lower for call centers (60% satisfied) and
mobile banking (58% satisfied), but these figures
are distorted in some markets by the number of
customers who do not use these channels. It is also
notable that customer satisfaction has improved
significantly since 2011 for call centers (from 50%
in 2011 to 60% in 2012) and mobile banking (from
44%in 2011 to 58% in 2012).

Customers want to see improvements to
fundamental services they expect to work perfectly,
such as payments. Other priorities include
straightforward interactions, such as dealing with
life-changing events or handling the loss or theft

of a bank card. Complaint handling is another
service that generates particularly low satisfaction,
and one that customers highlight as an area for
improvement. Apart from improving specific
details of complaint handling — most notably, speed
to resolution — one of the best ways to improve
complaint management is to improve other
elements of customer service, reducing the strain
on the service.

These improvements often need to be delivered
through branch networks, but they must be
supported by complementary changes in other
channels, especially call centers. This means that
delivering improvements in even relatively basic
services can be a deceptively complex challenge,
and technology is increasingly critical to success.
Banks will be forced to prioritize their areas of focus,
to balance the expense of service improvements
with the need to improve crucial drivers of retention.

Thinking about the different channels of your
banking relationship, how satisfied are you with
your bank at the moment?

(Very satisfied and satisfied)

Branch experience
M Call center experience
B Internet site experience
Mobile banking services

World EU
l TR
54% 84%
60% 81%
India
I
63% T79%
Brazil Japan
I I
62% T2% 36% 58%
Canada South Africa
I I ——
60% 86% 55% 86%
China us
I I
66% 90% 62% 83%

Multiple-choice question whereby respondents selected all the categories that applied to them
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Loyalty programs offering tangible rewards are
crucial to retention and recruitment. For banks,
greater loyalty — especially among more affluent
customers - could outweigh the financial costs of
the program.

Customers strongly believe that loyalty to a bank —
quantified as actively using three or more products
- should be rewarded. Loyalty programs are not just
something customers value highly; they are seen as
a leading attraction for new customers.

Customers across all regions identify tangible
rewards for loyalty as a leading factor that would
persuade them to change their bank. Most expect

bank loyalty programs to offer tangible financial
rewards, typically cash-back offers on credit or debit
cards and price reductions on products and services.
Customers in Indonesia and Vietnam prefer gifts,
but this is a rare exception.

Customer demand for financial rewards creates a
cost problem, in contrast to “the upgrade” type of
rewards offered by hotels and airlines. However,

the potential benefit to banks in terms of customer
attraction and retention are significant. We note that
customers with more than US$315,000 in assets
are more likely to join loyalty programs, increasing
the potential value of higher rates of enrollment.

Would you consider switching your primary banking
relationship to a bank that offered the following
rewards? (Based on respondents who agreed that
banks should reward customers who actively use
three or more products from an institution.)

If you actively use three or more products from
a bank, that loyalty should be rewarded with
better service.

B If you actively use three or more products from a
bank, that loyalty should be rewarded with lower fees
or higher rates on deposits.

World EU
|
66%
70%
|
64%
Brazil Japan
| |
70% 58%
Canada South Africa
| |
64% 76%
China us
| |
7% 60%

Multiple-choice question whereby respondents selected all the categories that applied to them




Rewarding loyalty will
boost retention and
customer acquisition

Enroliment in loyalty programs is accelerating
rapidly, especially in Asia-Pacific. Giving
customers greater choice over their rewards
could help to replicate this growth in markets
with lower levels of enroliment.

Worldwide, 27% of customers have enrolled in a
bank loyalty or rewards program, but this varies
widely between markets. Enroliment rates are
comparatively high in several key emerging markets
including India (48%), South Africa (45%) and

Brazil (35%). Rates of enroliment have also picked
up rapidly since 2011, climbing from 20% to 25%

in Europe, and from 17% to 26% in the Americas.

Enrollment rates in Asia-Pacific have doubled,
growing from 16% to 36% in China in the space of
one year.

In contrast, enrollment rates in some Western
European markets are low by global standards -
these lower rates are seen in Germany (5%), the
Netherlands (10%) and the UK (12%). Japanese
enrollment, at 15%, is also low by Asian standards.
Developing tailored, loyalty programs that give
customers the chance to choose the rewards they
value highly could be one way to overcome low
enrollment rates in these markets.

What do you or would you value the most from a loyalty program?

World

23%

11% 7%

N 5

Price reductions on bank
products and services

12%

Gifts Price reductions for
partnerships (cinema,
retailer, etc.)

9%

Cash-back on credit/debit Nothing, | don't pay any
cards attention to loyalty/rewards
programs in banks

Premium services from
the bank

Air miles/hotel points

35



The behavior of retail banking customers continues to evolve rapidly.
This survey shows that customers are becoming more assertive

and taking greater control of their banking relationships. They are
increasingly less loyal and are more likely to try new banks. They are
listening to each other and becoming more vocal as advocates — or
critics. They are also demanding lower costs, better service and
greater personalization and flexibility.

Faced with this fast-changing environment, banks need to regain
the initiative by giving their customers greater convenience, choice
and control. This requires more than cosmetic changes; it means
reconfiguring business models around customer needs.

Just as no two banks are exactly the same, there is no single strategic
response that will suit every institution. Each will need to develop its
own approach. We have identified nine key implications that affect
the industry.




. ___________________________________________________________________________________________________________________________|
Give customers more flexibility

Make pricing and service promises transparent

Transparency over pricing and service promises is vital if banks are to deliver value to customers and meet
the demands of regulators and investors.

Offer segmented levels of customer service

Banks should offer customers a choice of products, services and pricing. Customers should be able to
earn upgrades to different service levels through loyalty.

Move from multi-channel to omni-channel distribution

Banks need to look beyond multi-channel distribution, recognizing that customers care more about
convenience than about channels.

. ___________________________________________________________________________________________________________________________|
Help customers to shape their experience

Encourage customer self-service

Banks need to make their information and advice more innovative and compelling, targeting self-directed
customers and encouraging greater self-service.

Shift marketing from push to pull

The growing importance of word of mouth means that banks need to change their approach to
marketing. Banks should try to recruit and retain satisfied customers as advocates.

Develop flexible loyalty programs

Banks need to offer financial rewards for loyalty. Despite their cost, loyalty programs that are flexible
and can be tailored, offer huge, potential benefits in loyalty and advocacy.

Shape business models around customer needs

Make low-cost, digital channels customers' preferred choice

Banks should encourage customers to use digital channels whenever possible, using price incentives,
if necessary.

Prioritize investment on critical customer interactions

Banks should focus operational improvements on customers' most valued interactions, optimizing the
resulting impact on attrition, dormancy and loyalty.

Use innovative technology to deliver the retail bank of the future

The use of technology is crucial to delivering lower costs, greater reliability, more flexibility and
personalized products and services.
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This research was conducted in March 2012
using an internet questionnaire. A total of 28,560
participants were surveyed, comprising of:

(500 Belgium; 500 Czech Republic; 1,000 France;
1,000 Germany; 500 Greece; 500 Hungary;
1,000 India; 1,000 Italy; 500 Netherlands;

1,001 Nordics; 500 Poland; 500 Portugal;

1,000 Russia; 500 South Africa; 1,000 Spain;
1,000 Turkey; 1,000 UK)

Participants' gender, age, occupations, income and

wealth are shown in the graphics below.

Male  50%

Self-employed 12%
Executive 12%

€10,001-€25,000 27%
€25,001-€50,000 24%

(2,002 US; 1,000 Canada)

(500 Argentina; 1,019 Brazil; 504 Chile;
500 Colombia; 1,023 Mexico; 500 Panama;
502 Peru)

(1,000 Australia; 2,004 China (mainland); 502
Hong Kong (special administrative region of China);
1,001 Indonesia; 1,002 Japan; 500 Malaysia;

500 Singapore; 1,000 South Korea; 500 Vietnam)

25-34 27%
25-34 38%

2,000-100,000 36%

€50,001-€100,000 12%
€100,001-€250,000 10%
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Country pages
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Global Consumer Banking Survey

28,560

Banking customers
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Australia

Regional contact

Beatriz Sanz Saiz
Tel: +61 29248 4575
Email: beatriz.sanz.saiz@au.ey.com

figure of 54%. And 38% of customers say they multi-bank
to obtain the best rates and fees.

Australia’s retail banking sector is relatively concentrated,
with four large domestic banks — the “four pillars" —
dominating domestic retail and commercial lending.
Australian banks are experiencing slow lending growth,
growing reliance on deposit funding and pressure on net
interest margins. Faced with limited opportunities for
domestic acquisition, the banks are looking to international
expansion for their next phase of growth.

At home, regulatory reforms are combining with the
saturated local market to dramatically change the
distribution landscape. The banks' appetite for innovation
is growing as they seek to increase their share-of-wallet

by selling insurance and investment products to their
customers. Expense management and improved efficiency
are also a key focus as the banks look to offset falling
margins. This objective is putting off-shoring to other parts
of the region back on the agenda.

Finding information on banking products and services
63% of customers use face-to-face discussions with
friends, family and colleagues as a source of banking
information. 20% use social networks to find out about
banking products and services, compared with 57% across
Asia-Pacific.

Drivers of attrition

46% of customers have changed their main bank before.
59% of these cite high fees or charges, 45% said poor rates
on accounts, and 34% mentioned poor branch experience
as the main drivers.

Personalization
72% of customers would be willing to share personal
information to receive better service from their bank.

How to improve customer satisfaction
35% of Australians want their bank to improve its fees and
charging structures.

Customer confidence

In Australia, 52% of customers say that their confidence in
the banking industry has fallen during the past year. 67%
cite dissatisfaction with banks' bonus culture, and 45%
point to macroeconomic reasons as the main two factors.

Multi-banking
18% use three or more banks, versus an Asia-Pacific-wide

Loyalty program appetite

26% of customers have enrolled in a bank loyalty program.
37% would value cash-back on credit or debit cards as a
reward for loyalty.

44% of customers have just one banking provider,
compared with 14% across Asia-Pacific.

Belgium

Regional contact

Philippe Desombere
Tel: +32 2 774 9553
Email: philippe.desombere@be.ey.com

The Belgian retail banking market is extremely
concentrated. The sector's key features include its strong
dependence on deposit funding, its extensive branch
network and its high level of foreign ownership. In addition,
“bancassurance”* has become dominant.

At the height of the Eurozone crisis in late 2011, a major
Franco-Belgian banking group was nationalized and
subsequently broken up. This process led to the creation of
a domestic retail bank (including insurance activities) fully
owned by the Belgian government. As many municipalities
and social organizations were shareholders of this group,
the ensuing financial losses were felt throughout Belgium.
This, together with the political and economic uncertainty
of 2011, contributed to a decline in confidence in the
banking sector. However, the new government is now
taking steps to get the Belgian economy and banking
sector back onto more stable footing.

Customer confidence
60% say that dissatisfaction with the banks’ bonus culture
is the main cause for this fall in confidence.

Multi-banking

Almost 80% of customers have one or two banking
providers. 42% of customers multi-bank to obtain the best
rates and fees and 38% use more than one bank to spread

their deposits around compared with the European average
of 22%.

Finding information on banking products and services
67% of customers use financial advisors as a source of
banking information. 54% use face-to-face discussion with
friends, family and colleagues. 18% use social networks
as sources of information, compared with the European
average of 37%.

Drivers of attrition

Customer attrition rates have changed from 35% in 2010,
to 30%in 2011, to 33%in 2012. 53% of customers who
have changed their main bank did so because of high fees.
Customers who plan to switch their main bank provider
have increased from 7% in 2011 to 10% in 2012.

Personalization
63% of customers would be willing to share personal
information to receive better service from their bank.

How to improve customer satisfaction
29% of customers want their bank to improve its fees and
charging structures.

Loyalty program appetite

25% of customers have enrolled in a bank loyalty program,
compared with just 13% last year. 37% value cash-back on
credit and debit cards as a reward for loyalty.

In Belgium, 72% of customers say their confidence in the
banking industry has fallen over the past year compared
to 51% last year.

* The term used to describe the partnership or relationship between a bank and an insurance company whereby the insurance
company uses the bank sales channel in order to sell insurance products.
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Brazil

Regional contact

Rodrigo Dantas
Tel: +55 11 2573 3588
Email: rodrigo.dantas@br.ey.com

The domestic Brazilian banking sector is strong and
relatively well-capitalized, with a mix of state-owned,
independent and foreign-owned banks. Local banks
continue to expand within the region to compete
with international banks that have an established
presence in Brazil.

Growth prospects in Brazilian banking remain
strong, supported by increasing foreign investment
and the infrastructure requirements of the 2014
FIFA World Cup and 2016 Summer Olympic Games.
Lending growth may also receive a boost from the
lending constraints on many European banks. The
next couple of years are likely to see expansion in
investment and corporate banking.

On the consumer side, banks serving Brazil's
growing middle class will see greater demand for
credit and, at the top-end of the market, growing
expectations for sophisticated wealth management
products. Both products and services should evolve
across the range of customer segments during the
next couple of years.

Customer confidence

In Brazil, customer confidence in the banking
industry has fallen from 18% in 2011 to 28% in
2012. 65% of customers cite the quality of advice,
services and products offered as the main reason for
their decline in confidence.

Multi-banking

45% of Brazilians bank with two banking providers.
The number of customers banking with three or
more providers has increased by 2% in the last year
to 21%. Of those who multi-bank, 34% have always
used different banks for different services, and 31%
are seeking the best rates and fees.

Finding information on banking products

and services

77% of customers keep informed about banking
products and services through face-to-face
discussions with family, friends and colleagues.

70% use financial comparison websites and 69% use
media reports. 57% also use social networking sites
in this way.

Drivers of attrition

29% of customers have changed their main banking
provider compared to 40% last year. 53% of
customers changed their bank because of high fees
or charges.

The number of Brazilians planning to switch their
bank has increased from 7% to 20% in the last
12 months.

Personalization

81% of customers would be willing to share
personal information with their bank in exchange
for better service.

How to improve customer satisfaction
15% of Brazilians want their bank to improve its fees
and charging structures.

Loyalty program appetite

35% of customers have enrolled in a bank loyalty
program, an increase of 11% compared to last year.
30% of customers would value a loyalty program
that offered price reductions on banking products
and services.
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Canada

Regional contact

Paul Battista

Tel: +1 416 943 3820

Email: paul.a.battista@ca.ey.com

The Canadian banking sector is dominated by six
major banks, which collectively earned C$23.5
billion in net income in 2011. Five of the six leading
players are ranked among the world's 20 strongest
banks. But despite the historical dominance of

the "“Big Six,” recent years have seen increasing
numbers of new entrants. These include Canadian
branches and subsidiaries of foreign-owned banks
and newly created domestic banks controlled by
non-financial services groups.

All of these new players are targeting narrow,
underserved segments of the Canadian banking
market. This increasing level of competition,
combined with a Canadian populace that has
adapted to many new technologies faster than its
North American and global counterparts, has led
to a market where banks consistently strive to
develop new and innovative ways to interact with
their customers.

Customer confidence

In Canada, 59% of customers say their confidence in
the banking industry has not changed over the last
year. 28% report a decrease in confidence, of which
55% cite macroeconomic reasons for this decline.

Multi-banking

45% of customers have one banking provider,
compared with 48% in 2011. And 16% have three
or more, versus 15% in 2011. 35% of customers
multi-bank to obtain the best rates and fees for
each product.

Finding information on banking products

and services

67% of customers seek banking information from
discussions with family, friends and colleagues.

21% gather information about products and services
from social networks.

Drivers of attrition

54% of those who have switched banks cite
high fees as the main cause, and 38% cite poor
branch experience.

Attrition rates in Canada have increased from 38%
to 45% in the past year.

Personalization

73% of customers would be willing to share
personal information to receive better service
from their bank.

How to improve customer satisfaction

33% of customers want their bank to improve its
fees and charging structures compared to a global
average of 22%.

Loyalty program appetite

35% of customers have enrolled in a bank loyalty
program, a 16% increase since 2011. 42% would
value cash-back rewards on credit or debit cards as
a reward for loyalty.
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China (mainland)

Regional contact

Dong Xiang Bo

Tel: +86 10 5815 2289

Email: xiang-bo.dong@cn.ey.com

The Chinese retail banking market is dominated by
four major state-controlled banks, each with 10,000
or more branches. In comparison to the “Big Four,”
the second-tier commercial banks are much smaller.
High margins and growth continue to attract
newcomers, intensifying competition. However,
foreign ownership remains capped at 25%, so it is
likely to be a long time before foreign banks can
compete with the domestic leaders.

China is facing growing economic pressure, not
least from the impact of the European debt crisis
on the prospects for economic growth in China's
main export markets. In response, Chinese banks
are looking to strengthen their stability, safety and
efficiency. The banks will continue working to strike
a balance between managing risk and promoting
development by combining overseas experience
with local knowledge to enhance the quality of
internal management. Together with strengthened
supervision, this should result in a stronger Chinese
banking sector in the years ahead.

Customer confidence

In China, 31% of customers say their confidence in
the banking industry has increased, compared with
23% the previous year. 68% of these customers cited
more personalized, innovative service, and 61%
pointed to new consumer protection rules as the
main reasons for their rise in confidence.

Multi-banking

Only 6% of customers use one bank. 68% have
three or more banking providers. 47% of customers
multi-bank to obtain the best products and services
and 47% have always used different providers for
different services.

Finding information on banking products

and services

84% of customers seek banking information from
discussions with friends, family and colleagues.

In China, 81% use social networking sites as a
source of banking information.

Personalization

72% of customers would be willing to share
personal information to receive better service
from their bank.

How to improve customer satisfaction
16% of customers want their bank to improve online
and mobile banking.

Drivers of attrition

31% of customers have changed banks before,
compared with 27% in 2011 and 23% are planning
to switch, versus 13% last year. Among those who
have switched, 41% cited high fees and 29% cited
poor branch proximity as the main reasons.

Loyalty program appetite

36% of customers have enrolled in a bank loyalty
program, compared with 16% last year. 44% of
customers would value cash-back rewards on credit
or debit cards as a reward for loyalty.
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Czech Republic

Regional contact

Pavel Riegger

Tel: +420 225335114

Email: pavel.riegger@cz.ey.com

28% of customers who multi-bank have always used
different providers for different services.

Retail banking in the Czech Republic is almost entirely
controlled by foreign banking groups, but in other
respects, it is very similar to the banking sectors of other
medium-sized, advanced European countries. The market
is relatively concentrated, with the four largest banks
accounting for more than 70% of the total profit. Having
undergone a series of essential reforms over the past 20
years, Czech banks are strongly capitalized. In addition,
the sector took a conservative approach during the years
before the global financial crisis.

As a result, the Czech banking sector today is profitable,
highly solvent and supported by a strong base of deposit
funding. The strong financial performance of the leading
banks is supported by comparatively high fees and
charges, as well as relatively low costs of risk.

Finding information on banking products and services
67% of customers use discussions with friends, family and
colleagues as well as comparison websites to stay informed
about banking products and services. 48% use social
networking sites in this way, compared to the European
average of 37%.

Customer confidence

In the Czech Republic, 57% of customers say that their
confidence in the banking industry has not changed during
the past 12 months, and 36% say their confidence has
decreased. 46% say their dissatisfaction with the quality of
advice, services and products is the main driver for their
decline in confidence.

Multi-banking
80% of customers bank with one or two providers.

Drivers of attrition
40% of customers have changed their main bank at
some point.

Personalization
63% of customers would be willing to share personal
information to receive better service from their bank.

How to improve customer satisfaction

34% of customers want their bank to improve its fees and
charging structures, compared to the European average
of 21%.

Loyalty program appetite

54% of customers have enrolled in a bank loyalty program,
compared with the European average of 25%. 51% say
they would value price reductions on bank products and
services as a reward for loyalty.

69% of customers have changed their main bank due to
high fees — far higher than the European average of 53%.

France

Regional contact

Pierre Pilorge
Tel: +33 14693 59 79
Email: pierre.pilorge@fr.ey.com

The competitive landscape of French banking is changing.
The major banks are reducing their corporate and
investment banking operations, and retail banking is

now seen as the spearhead for the sector’s growth and
profitability. However, the increasing importance of

retail banking to overall profitability is leading to greater
competition. The banks are becoming more aggressive in
their search for retail deposits and greater liquidity, which
is depressing margins.

At the same time, the sector is subject to a range of new
regulations. For example, all French systemically important
financial institutions (SIFls), will comply with Basel 2.5 by
June 2012. The recent national election also raises the
possibility of stronger segregation between speculative
and non-speculative activities, as in the US Volcker Rule
or the UK's Independent Commission on Banking reform.
These requirements, together with the effects of falling
margins, are forcing French banks to adapt their strategies
and business models.

Customer confidence

In France, 58% of customers say their confidence in the
banking industry has decreased, compared to 54% last
year, with 53% citing macroeconomic factors for this fall
in confidence.

Multi-banking

57% of customers bank with one banking provider, and
only 9% have three or more. 35% of customers multi-bank
to reduce exposure to bank failure, compared to 22%
across Europe.

Finding information on banking products and services
77% of customers take banking guidance from financial
advisors. 15% of customers use social networking sites
about banking, compared with an average of 37%

across Europe.

Drivers of attrition

Attrition rates have fallen from 39% in 2010, to 38% in
2011, to35%in 2012. 57% of customers who switched
banks cite high fees as a factor.

Personalization
56% of customers would be willing to share personal
information to receive better service from their bank.

How to improve customer satisfaction
25% of customers want their bank to improve its fees and
charging structures.

Loyalty program appetite

27% of customers use bank loyalty programs, compared
with 25% across Europe. 45% value programs that offer
cash-back on credit and debit cards, compared to the
European average of 32%.

Those concerned about the banks' ability to protect
their assets and data have grown from 19% to 47% in
the past year.
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Germany

Regional contact

Ulrich M. Trinkaus

Tel: +49 6196 996 25173

Email: ulrich.trinkaus@de.ey.com

three have increased from 22% to 24%. Overall, 51% of
customers multi-bank to obtain the best rates and fees.

The German banking sector is often described as having
three pillars: the private commercial banks, the public
sector banks and the cooperative banks. Despite some
consolidation, the sector is comparatively fragmented, and
the pillars remain largely separate.

During the financial crisis, many German banks were seen
as undercapitalized, but the industry is making progress

in regaining customers’ trust in relation to the safety of
their assets. Even so, customer attrition in Germany has
increased in the last year, and customer loyalty remains
among the lowest in the world. Increasing loyalty will
require greater focus on the customer experience. German
retail banks need to deliver personalized, high-quality
service while retaining the competitive pricing that
customers have come to expect.

Finding information on banking products and services
63% of customers seek information about products and
services from friends, family and colleagues. 23% use
social networking sites to find information on products
and services.

Drivers of attrition

62% of customers who decided to change their main bank
cite high fees as their main reason, and 36% cite poor
branch experience.

Personalization
58% of customers would be willing to share personal
information to receive better service from their bank.

How to improve customer satisfaction
31% of customers want their bank to improve its fees and
charging structures.

Customer confidence

In Germany, customer confidence in the banking industry
has decreased from 61% to 59% in the last year.

37% report no change in confidence. The number of
customers concerned about the safety of their assets and
data has fallen from 66% in 2011 to 37% in 2012.

Multi-banking
In the last 12 months, customers with one banking
provider have fallen from 41% to 38%, while those with

Loyalty program appetite

Only 5% of customers have enrolled in a bank loyalty
program. 42% do not pay attention to loyalty programs,
but 19% would value price reductions on bank products
and services as a reward for loyalty.

Attrition rates have increased from 17% in 2010, to 43%
in 2011, to 45% in 2012.

Greece

Regional contact

Georgios Papadimitriou

Tel: +30 210 288 6596

Email: georgios.papadimitriou@gr.ey.com

they have always used different providers for different
services, and 37% do so to obtain the best product
or service.

In the years before the global financial crisis, the Greek
banking sector was characterized by fast asset growth
and high margins. This attracted investment from banks
in more mature European markets, although the sector
remained comparatively fragmented. Since 2009,
however, Greece has been at the center of the Eurozone
debt crisis. The country now faces a prolonged economic
recession, and the Greek banking sector is under
tremendous pressure.

Greek banks have suffered heavily from their exposure

to the Greek government bond swap, forcing them to
sharply reduce their lending. Greece's four largest banks
alone recorded more than €28 billion in losses in 2011.
Customer confidence in Greek banking has been the most
negatively affected of any country covered by the survey.
Deposit outflows have been significant, forcing the banks
to rely on European Central Bank funding and emergency
liquidity assistance from the Greek central bank.

Finding information on banking products and services
73% use financial comparison websites to keep informed
about banking products and services. 71% use discussions
with friends, family and colleagues as a source of
information, and 62% use social networks in this way -
compared to the European average of 37%.

Customer confidence
75% identify macroeconomic reasons as the main cause
for their decline in confidence.

Multi-banking

Only 20% of customers bank with one bank, compared with
the European average of 37%. And 38% have three or more
banking providers. 39% of customers multi-bank because

Drivers of attrition

34% of customers have switched their main bank in the
past. 61% of those cite high fees as the reason to switch,
and 51% mention poor interest rates or branch experience.

Personalization
65% of customers would be willing to share personal
information to receive better service from their bank.

How to improve customer satisfaction

20% of customers want their bank to improve how it deals
with a life-changing event such as bereavement, compared
to the global average of 8%.

Loyalty program appetite

80% of customers have not enrolled in a bank loyalty
program. 46% of customers would value a loyalty program
offering cash-back rewards on credit or debit cards.

In Greece, 81% of customers say that their confidence in
the banking industry has fallen over the past year.
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Hong Kong sAr)

Regional contact

May Knight

Tel: +852 2849 9518

Email: may.knight@hk.ey.com

Hong Kong (a specialized administrative region of China)
is one of the fastest growing international finance centers
in the world. There are three types of banks in Hong Kong:
licensed banks, restricted license banks (RLBs) and
deposit-taking companies (DTCs). Only licensed banks

can operate current accounts.

In their search for higher profitability, Hong Kong banks
are working more systematically to acquire and retain
customers. They are also looking to grow profit per
customer by providing differentiated products and services
to different segments. This means making sure that
resources are channeled to the right areas of the business.
As the market continues to evolve, the banks are investing
to develop more sophisticated products and services for
their increasingly demanding customers. Those banks
with in-depth understanding of their customers' habits and
behaviors will be best placed to meet their changing needs
and expectations. In the long-term, such banks will be the
most likely to succeed.

Customer confidence

In Hong Kong, 47% of customers say their confidence in
the banking industry has not changed over the last year.
17% say their confidence has increased, and 36% say that
it has decreased. 75% cite macroeconomic reasons for this
decline in confidence.

Multi-banking
Only 13% of customers use one banking provider; 51% use
three or more.

Finding information on banking products and services
76% of customers use face-to-face discussions with
friends, family and colleagues as a source of banking
information. 75% use financial comparison websites and
financial advisors. 77% access their account through social
networks.

Drivers of attrition

25% of customers have changed their main bank, and
19% are planning to switch. 53% of customers who have
changed their main banking provider cite high fees as the
main cause.

Personalization
60% of customers would be willing to share personal
information to receive better service from their bank.

How to improve customer satisfaction
19% of customers want their bank to improve online and
mobile banking.

Loyalty program appetite

33% of customers have enrolled in a bank loyalty program.
42% value cash-back offers on debit or credit cards as a
reward for loyalty.

44% of customers multi-bank to obtain the best fees and
rates and 43% to receive the best products or service.

Hungary

Regional contact

Agnes Gabriella Pellion
Tel: +36 1 451 8546
Email: agnes.pellion@hu.ey.com

The Hungarian banking sector has had a turbulent few
years. A rapid weakening in the forint had a disastrous
effect on many customers' ability to repay their euro or
Swiss franc-denominated mortgages. The new government
elected in 2010 changed the regulatory environment

for the financial industry. As a result, the banks incurred
significant losses on these mortgages, and the potential for
further write-downs remains significant. The government
also introduced a heavy “extraordinary bank levy,” further
reducing profitability. The sector remains under pressure,
and posted an overall loss in 2011.

Growing non-performing loans are putting solvency
under strain, and liquidity constraints are further limiting
Hungarian banks' ability to lend. The sector’s low-level of
retail deposits is making it particularly difficult to raise
external funds in the current market environment.

Customer confidence

In Hungary, 65% of customers say their confidence in the
banking industry has fallen compared with 54% last year.
47% attribute this to macroeconomic reasons, and 34% to
a lack of trust in their bank’s ability to protect their data
and assets.

Multi-banking
Almost 80% of customers use one or two banking
providers. Those with just one bank have fallen from 44% to

36% during the year. 34% of customers multi-bank to obtain
the best product or service.

Finding information on banking products and services
84% of customers use face-to-face discussions with friends,
family and colleagues to keep informed about banking
products and services.

Drivers of attrition

36% of customers have switched their main bank. 69% did
so due to high fees, compared with the European average
of 53%. An additional 44% of customers cite poor branch
experience as the reason for switching.

Personalization
65% of customers would be willing to share personal
information to receive better service from their bank.

How to improve customer satisfaction
28% of customers want their bank to improve its fees and
charging structures.

Loyalty program appetite

Customer enrollment in banking loyalty programs has
doubled from 8% to 16% during the past year. 39% of
customers would value cash-back offers on credit and debit
cards as a reward for loyalty.

42% use social networking sites as a source of
information, compared to the European average of 37%.
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India

Regional contact

Manek Fitter

Tel: +91 22 6192 0360
Email: manek.fitter®in.ey.com

Traditionally, the Indian banking sector was
dominated by public sector banks, which accounted
for the majority of deposits and lending. However,
multinational corporations (MNCs) and private
banks, aided by their global reach, are increasing
their market share by supporting Indian corporates
with their foreign expansion and by developing
innovative products aimed at younger customers.
Additionally, many new, foreign MNC banks have
received banking licenses to commence operations
in the country.

Overall, the sector enjoys very high savings rates,
and it has grown rapidly in response to favorable
demographics and growing middle-class demand.
Assets have grown by a compound annual rate

of 23.3% over the past decade, but coverage of
the wider population has not increased at the
same pace.

The major challenge facing Indian banks is to
increase their market share and meet the
requirements of a rapidly growing economy, while
raising sufficient capital to remain safe and stable.
For policy-makers, the challenge is to make sure
that credit growth is sustainable and aligned with
social objectives.

Bank loyalty program enrollment has increased
from 26% to 48% over the past year.

Drivers of attrition

17% of customers have changed banks before, but
those planning to switch have grown from 11% to
19% since last year. 37% of those who have changed
banks did so due to high fees, and 32% due to a lack
of personalized service or a poor branch experience.

Personalization

86% of customers would be willing to share
personal information to receive better service
from their bank.

How to improve customer satisfaction
14% of customers want their bank to improve online
and mobile banking.

Customer confidence

In India, 72% of customers say their confidence

in the banking industry has increased during the
past year. 68% attribute the improvement to more
personalized, innovative service from their bank.

Multi-banking

83% of customers have two or more banking
providers, although those with only one bank have
grown by 5% since last year to 17%. Of customers
who multi-bank, 48% do so to find the best
products or services, and 47% to obtain the best
rates and fees.

Finding information on banking products

and services

82% of customers seek banking information through
face-to-face discussions with friends, family and
colleagues. 67% also use media reports, and 61%
use social networks as a source of information.

Loyalty program appetite
36% of customers value loyalty programs with
cash-back offers on credit and debit cards.
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Indonesia

Regional contact

Nam Soon Liew
Tel: +65 6309 8092
Email: nam-soon.liew®sg.ey.com

The Indonesian banking sector has undergone significant
consolidation in recent years, with the number of
commercial banks nearly halving since 1997. The top 10
banks now hold more than half of all banking assets, and
foreign investors continue to be attracted by the sector's
strong growth and high margins.

Indonesian retail banking continues to grow, driven by the
growing middle class and expanding levels of consumption.
Large local banks whose networks and offerings are able
to attract retail consumers dominate the market. And the
recent growth in e-commerce is encouraging retail banks
to develop payment services and other solutions for the

e-commerce industry. Going forward, there may be a short-

term slowdown in retail lending due to several recently
issued banking regulations intended to prevent excessive
risk-taking by retail banks. The new regulations include
loan-to-value (LTV) rules for mortgages and auto loans.

Customer confidence

In Indonesia, 53% of customers say their confidence in the
banking industry has increased in the last 12 months. 62%
of customers cite receiving more innovative, personalized
service from their banks as the main cause for their rise

in confidence.

Multi-banking
87% of customers bank with two or more providers; 15%

have more than three. 46% of customers multi-bank to
obtain the best product or service, and 46% have always
used different banks for different services.

Finding information on banking products and services
Almost 85% of customers use media reports to keep
informed about banking products and services. 84% of
customers use face-to-face discussion with friends,
family and colleagues. 71% of customers also use social
networking sites to keep informed.

Drivers of attrition

32% of customers have changed their main bank,

compared to the global average of 34%. Of those customers,
53% of customers cited high fees as a main driver of
attrition. Going forward, 10% of customers are planning to
switch banks.

Personalization
83% of customers would be willing to share personal
information to receive better service from their bank.

How to improve customer satisfaction
18% of customers want their bank to improve the way it
handles complaints, compared to the global average of 6%.

Loyalty program appetite

31% of customers have enrolled in a loyalty program.

32% of customers would value a program that offered gifts
as a reward for loyalty.

18% of customers want their bank to improve the way it
handles complaints, compared to a global average of 6%.

Italy

Regional contact

Fabio Gasperini
Tel: +39 06 6753 5203
Email: fabio.gasperini@it.ey.com

Despite some consolidation in recent years, the Italian
banking sector remains relatively fragmented. Customer
confidence in the industry has been heavily weakened by
the financial crisis, with exposure to loan impairments
putting many banks' capital positions under severe strain.
The sector needs to rebuild trust, offer more transparent
products and services, and enhance the clarity of its
communication with customers.

Demand from customers for service improvements is
equally strong. In the next few years, Italian banks will
need to enhance the customer experience and refine their
customer relationships through the development of more
innovative and better tailored services.

Finding information on banking products and services
66% of customers seek information about banking
products or services from family, friends or colleagues.
32% look for this information using social networking sites.

Drivers of attrition

Customer attrition in Italy has changed from 20% in 2010,
to 36%in 2011, to 32% in 2012. The number of customers
planning to switch banks has increased in the past year
from 9% in 2011 to 12% in 2012. 52% cite high fees as the
main reason to switch banks.

Personalization
80% of customers would be willing to share personal
information to receive better service from their bank.

How to improve customer satisfaction
22% of customers want their bank to improve its fees and
charging structures.

Customer confidence
62% of customers cite macroeconomic reasons as the main
driver for their decline in confidence.

Multi-banking

60% of customers have one banking provider, compared

to 62% last year. Only 1% of customers bank with more
than three providers, the lowest figure in Europe. Of those
customers who multi-bank, 32% have always used different
banks for different services.

Loyalty program appetite

The number of Italians who have enrolled in a loyalty
program has increased by 4% to 18% since 2011.
32% would value cash-back offers on credit and debit
cards as a reward for loyalty.

72% say that their confidence in the banking industry has
fallen compared to 48% in 2011.
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Japan

Regional contact

Hidetoshi Tanimura
Tel: +81 3 3503 1677
Email: tanimura-hdtsh@shinnihon.or.jp

The major Japanese banks enjoy high levels

of capital and have a huge base of domestic
deposits. They have limited direct exposure to the
Eurozone and should benefit from a recovery in the
Japanese economy, aided by reconstruction after
the earthquake and tsunami that struck Japan in
March 2011. Set against these factors, the yen's
appreciation and the ongoing Eurozone crisis have
the potential to limit Japanese exports, offsetting
the economic benefits of reconstruction.

The combination of strong balance sheets and slow
domestic growth is encouraging Japanese banks to
lend and invest overseas. At home, banks are likely
to increase their investment in technology. This
tactic is not only aimed at regulatory compliance
and cost reduction, but also at providing customers
with new products and services in the hope of
increasing market share. The Japanese banking
market is highly saturated, so the evolution of
internet and mobile banking could have a significant
impact on the sector’s development.

45% of Japanese customers want their bank
to improve its fees and charging structures,
compared to the global average of 22%.

Personalization
47% of customers would be willing to share personal
information to receive better service from their bank.

How to improve customer satisfaction

45% of customers want their bank to improve its
fees and charging structures, compared to the
global average of 22%.

Customer confidence

In Japan, 69% of customers say that their
confidence in the banking industry has not changed
during the past year. 28% say their confidence has
decreased, compared with 32% in 2011. 62% cite
macroeconomic reasons as the main cause for this
decline in confidence.

Multi-banking

70% of customers use three or more banking
providers, compared with 54% across Asia-Pacific.
Those with more than three banks have increased
from 30%in 2011 to 41%in 2012.

38% of customers multi-bank to spread their
deposits in case of bank failure and to make sure
they receive the best products and services.

Finding information on banking products

and services

59% of customers use face-to-face discussions with
friends, family and colleagues as a source of banking
information. 18% use social networking sites as an
information source, compared with 57% across
Asia-Pacific.

Drivers of attrition

84% of Japanese customers have not changed their
main bank. Among those who have switched banks,
25% cited high fees and 19% cited the proximity of
branches as the main reasons.

Loyalty program appetite

85% of customers have not enrolled in a bank loyalty
program. However, 32% of customers would value
price reductions on bank products and services as a
reward for loyalty.
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Latin America

(Argentina, Chile, Colombia, Mexico,
Panama and Peru)

Mexico

Hernan Navia
Tel: +1 305415 1691
Email: hernan.navia®ey.com

Argentina and Chile

Diego Pleszowski

Tel: +56 2 6761448

Email: diego.pleszowski@cl.ey.com

Colombia, Panama and Central America
Rafael Sanchez

Tel: + 507 2080129

Email: rafael.sanchez@pa.ey.com

The outlook for the Latin American banking
sector remains promising since most banks have
weathered the series of financial crises that
began in 2008. This can be attributed largely to
close supervision and many banks' conservative
approaches to lending and other forms of credit
risk. As a result, many Latin American banks have
been able to aggressively expand their market share
in lending and leasing at the expense of foreign
banks. They also have had considerable success in
gathering deposits.

Further growth in retail banking will be supported
by economic expansion, a growing middle class,
and increasing demand for financial products and
services. A major challenge for the future is for the
sector to improve the financial inclusion of low-
income families. At the same time, banks across
the region are working to improve their customer
relationship management and operating efficiency.
All of these factors are combining to create a new
era in Latin American retail banking.

Customer confidence
58% say that a more personalized service offering
was a driver of higher confidence.

Multi-banking

The number of customers with one banking provider
has increased from 34%in 2011 to 35% in 2012.
21% have three or more. 37% of customers multi-
bank because they have always used different
providers for different services, and 27% do so to
obtain the best fees or rates for each product.

Finding information on banking products

and services

72% of customers use face-to-face discussions with
friends, family and colleagues as a source of banking
information. 57% use social networks to search

for information.

On average, 41% of Latin American customers say
their confidence in the banking industry has risen
over the last year.

Drivers of attrition

16% of customers plan to switch their bank,
compared to 9% last year. 49% of customers who
have changed banks cite high fees as the driver, 40%
due to lack of personalization, and 37% due to poor
branch experience.

Personalization
73% of customers would be willing to share personal
information to receive better service from their bank.

How to improve customer satisfaction
14% of customers want their bank to improve its
fees and charging structure.

Loyalty program appetite
82% of customers have not enrolled in a bank
loyalty program.
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Malaysia

Regional contact

Nam Soon Liew
Tel: +65 6309 8092
Email: nam-soon.liew®sg.ey.com

30% have more than three. 47% of customers multi-bank to
obtain the best product or service.

The Malaysian domestic-banking sector is dominated

by nine, large, local banks and five, large, foreign banks.
Concentration has grown, and foreign ownership has
increased under 2001's 10-year Financial Sector Master
Plan. The industry's development continues with the new
Financial Sector Blueprint, which encourages further
consolidation. The central bank is raising banks' capital
requirements and is keen for Malaysia to become a global
center for Islamic banking, as it already is for Takaful
(Islamic insurance).

The Malaysian economy continued to expand in 2011,
albeit at a slower rate of 5.1% real GDP compared to
7.3% in the previous year. Against a backdrop of global
uncertainty, the country’s economy depends on domestic
demand to drive growth. Malaysian banks are investing
to improve customer service, enhance mobile and online
banking, and customize their products. They are also
exploring cross-border expansion as a way to “regionalize
their businesses.

"

Finding information on banking products

and services

86% of customers use face-to-face discussion with friends,
family and colleagues as a source of information.

85% use financial advisors. 68% of customers also use
social networking sites to keep informed.

Drivers of attrition

22% of customers have changed their main bank, compared
to the global average of 34%. Of those customers, 56% cited
high fees as a main driver of attrition. Going forward, 14% of
customers are planning to switch banks.

Customer confidence

62% of customers cite receiving more innovative,
personalized service from their banks as the main cause
for their rise in confidence.

Multi-banking
91% of customers bank with two or more providers.

Personalization
73% of customers would be willing to share personal
information to receive better service from their bank.

How to improve customer satisfaction
21% of customers want their bank to improve online and
mobile banking.

Loyalty program appetite

47% of customers have enrolled in a loyalty program.
49% of customers value loyalty programs that offer cash-
back rewards on credit and debit cards.

48% of Malaysian customers say their confidence in the
banking industry has increased in the last 12 months.

Netherlands

Regional contact

John Scholten

Tel: +31 88 407 1758

Email: john.scholten@nl.ey.com

The banking sector in the Netherlands has been heavily
affected by the global financial crisis. Public expenditure
to provide capital support to banks was significant, and
the Dutch banking landscape remains challenging due
to its interconnectivity with Europe and the influence of
the European debt crisis. State-aided banks have made
good progress on restructuring, but they need to remain
resilient and have been urged to further strengthen their
capital buffers for continuity. As a result, banks continue
to prioritize balance-sheet strength over near-term
profitability. Consumer confidence is still relatively low,
primarily because customers are concerned about their
mortgage debts.

A large portion of consumer income goes to mortgage
payments, and savings per capita is limited. Reforms are
being explored to mitigate the risks of mortgages and stem
a decline in house prices for consumers.

Customer confidence

In the Netherlands, 49% of customers say that their
confidence in the banking industry has decreased during
the past year compared to 51% last year. 77% cite
dissatisfaction with banks' bonus culture as the main cause
for their decline in confidence.

Multi-banking

41% of customers have just one banking relationship,
compared to 46% last year. Of those customers who
multi-bank, 40% have always used different providers for
different services.

Finding information on banking products and services
58% of customers use financial comparison websites to
research financial products and services. 21% use social
networks to access their account.

Drivers of attrition

The number of customers planning to switch banks has
increased from 3% to 5% in the last year. 43% of customers
moved banks due to high fees.

Personalization
54% of customers would be willing to share personal
information to receive better service from their bank.

How to improve customer satisfaction
26% of customers want their bank to improve its fees and
charging structures.

Loyalty program appetite

90% of customers have not enrolled in a bank loyalty
program versus 94% last year. 24% pay no attention to
loyalty programs. 37% of customers would value a loyalty
program that offered price reductions on bank products
and services.

Attrition rates have changed from 13% in 2010, to 26%
in 2011, to 21%in 2012.
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Nordics

Regional contact

Fredrik Andrén

Tel: +46 7031891 12

Email: fredrik.andren@se.ey.com

The Nordic banking sector is dominated by a few large
institutions, but it faces competition from niche banks and
smaller players. Although the European economic crisis
has had an impact on the industry, the majority of Nordic
banks have delivered relatively good results in terms of
revenue and credit losses. Despite these results, the credit
ratings of a couple of the major Nordic banks have been
downgraded. With coming regulatory changes, these
downgrades will lead to higher lending costs and

lower margins.

Many Nordic banks are currently performing necessary
cost-cutting programs. To stay competitive, they will also
need to strengthen their customer relations and increase
the profitability of the customer base.

Customer confidence

In the Nordics, 50% of customers say that their confidence
in the banking industry has not changed in the past year.
Customer confidence has fallen from 35% in 2011 to 39%
in 2012. 48% cite dissatisfaction with the banks’ bonus
culture and 45% cite macroeconomic reasons as the main
causes for their decline in confidence.

Multi-banking
27% of customers multi-bank to obtain the best rates and
fees for each product.

Finding information on banking products and services
70% of customers use discussions with family, friends or
colleagues as a source of banking information. 30% use
social networking sites to access their accounts.

Drivers of attrition

44% of customers have changed their main banking
provider before. The number of customers planning to
switch banks has increased from 4% to 8% in the last year.
41% have moved banks due to high fees.

Personalization
69% of customers would be willing to share personal
information to receive better service from their bank.

How to improve customer satisfaction

18% of customers want their bank to improve its fees
and charging structures, and 16% want better online and
mobile banking.

Loyalty program appetite

31% of customers have enrolled in a bank loyalty program,
an increase of 7% since 2011. 42% would value price
reductions on bank products and services as a reward

for loyalty.

47% of customers bank with only one banking provider,
compared to 43% last year.

Poland

Regional contact

Iwona Kozera
Tel: +48 22 557 7491
Email: iwona.kozera®@pl.ey.com

The Polish retail banking sector is largely controlled by
foreign banks, but the sector’s strong performance has left
parent groups keen to retain their investments. Polish banks
are among the strongest in Central and Eastern Europe,
benefiting from strong capital ratios, good asset quality and
Poland's comparatively robust economic performance. In
fact, the sector generate its highest ever profits in 2011.

Looking ahead, Polish banks need to reposition their
operating models if they are to build on this positive base.
One of the primary objectives is to adapt to changing
regulatory frameworks and the subsequent shift in focus
between different products and customer segments.
Ever-growing regulatory attention continues to threaten
the availability of credit to consumers, most notably

in mortgages. The banks also need to rethink their
propositions to win the loyalty of customers, who show a
growing inclination to switch between banks in search of the
best prices and service.

30% have three or more, compared with the European
average of 23%. Customers with just one bank have
decreased from 47%in 2011 to 30% in 2012. 46% of
customers multi-bank to obtain the best products or
services, and 41% to make sure they receive the best
rates and fees.

Finding information on banking products and services
72% of customers use face-to-face discussion with friends,
family and colleagues, and 73% use financial comparison
websites, as a source of banking information.

Drivers of attrition

41% of customers have changed their main bank before,
with 61% citing high fees or rates as the main cause. Going
forward, 12% are planning to switch their bank, compared to
9%in 2011.

Personalization
56% of customers would be willing to share personal
information to receive better service from their bank.

How to improve customer satisfaction
21% of customers want their bank to improve its fees and
charging structures.

Customer confidence

In Poland, customer confidence in the banking industry has
fallen from 26%in 2011 to 39% in 2012. 58% of customers
cite macroeconomic factors as the main cause for their
decline in confidence.

Multi-banking
70% of customers use two or more banking providers, and

Loyalty program appetite

43% of customers have enrolled in a bank loyalty program,
compared with the European average of 25%. And 31% of
customers value cash-back offers on credit and debit cards
as a reward for loyalty.

45% of customers use social networking sites as a source
of information, compared to the European average of 37%.
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Portugal

Regional contact

Mario Trinca
Tel: +351 21 791 2284
Email: mario.trinca@pt.ey.com

The Portuguese banking sector did not suffer from a large
wave of bad lending in the lead-up to the financial crisis.
Nonetheless, it has come under serious pressure as a
result of Portuguese sovereign downgrades, making it hard
for the banks to raise funds from the financial markets.
Despite this, the sector has shown remarkable resilience,
and customer deposits have actually increased over the
past two years.

The sector continues to face significant challenges,
especially from regulation intended to protect the banks
from the effects of a prolonged recession. The European
Assistance Program to Portugal and the recommendations
of the European Banking Authority are leading to new
capital requirements. Other factors augmenting the banks'
capital needs include additional impairments on loan
portfolios and the haircut* on Greek public debt imposed
by the Banco de Portugal.

Customer confidence

In Portugal, 68% of customers say that their confidence in
the banking industry has decreased during the past year.
68% cite macroeconomic reasons as the main driver of this
decline in confidence.

Multi-banking
Almost half of all customers bank with two banking

providers, but only 3% use more than three. 45% of
customers multi-bank because they have always used
different providers for different services.

Finding information on banking products and services
75% of customers stay informed about banking products
and services through discussions with friends, family and
colleagues. 32% use social networking sites in this way.

Drivers of attrition

34% of customers have changed their main bank at some
point. 63% of those customers who moved banks did so
due to high fees and 40% due to a specific service failure.
Going forward, 11% of customers are planning to

switch banks.

Personalization
84% of customers would be willing to share personal
information to receive better service from their bank.

How to improve customer satisfaction
25% of Portuguese customers want their bank to improve
its fees and charging structures.

Loyalty program appetite
21% of Portuguese customers have enrolled in a bank
loyalty program.

34% of customers would value a loyalty program offering
them a price reduction on bank products and services.

Singapore

Regional contact

Nam Soon Liew
Tel: +65 6309 8092
Email: nam-soon.liew®sg.ey.com

Singapore's retail banking sector is highly concentrated
and enjoys strong profitability. It is tightly regulated,

with Singapore banks having some of the highest capital
ratios in the world. However, Singapore's banks are

under pressure to maintain profitability in 2012. They
face challenges from the continuing low interest rate
environment and declining loan growth, primarily from the
effects of more restrictive lending rules for mortgages.

Faced with a mature, concentrated local market, banks
are developing strategies for regional expansion. These
plans are already being executed, with at least one bank
announcing planned acquisitions in Southeast Asia in
recent months. At home, much of the banks' focus is

on wealth management and private banking. The latter
segment is growing rapidly as Singapore attracts offshore
funds, but it is highly competitive. Private banking requires
a thorough understanding of customers' investment

and risk appetites, coupled with strong relationship
management skills.

Multi-banking

Only 15% of customers have one banking provider; 52%
use three or more banks. 59% of customers multi-bank
to spread their deposits in case of bank failure, compared
with 33% across Asia-Pacific.

Finding information on banking products and services
76% of customers use face-to-face discussion with friends,
family and colleagues as a source of information on
banking products and services. 47% use social networking
sites to find this type of information.

Drivers of attrition

80% of customers say they have not changed their main
bank before. Just 8% are planning to switch providers. Of
those who have moved, 68% cite high fees and charges,
and 50% cite poor rates on accounts.

Personalization
74% of customers would be willing to share personal
information to receive better service from their bank.

How to improve customer satisfaction
20% of customers want their bank to improve its fees and
charging structures.

Customer confidence

In Singapore, 40% of customers say their confidence in
the banking industry has fallen during the past year. 36%
report no change in confidence. 67% cite macroeconomic
reasons for their decline in confidence.

Loyalty program appetite
61% would value cash-back offers on credit and debit cards
as a reward for loyalty, compared with 36% for Asia-Pacific.

43% of Singaporean customers are enrolled in a bank
loyalty program, compared with 31% across Asia-Pacific.

* In debt restructuring agreements, this is a reduction in the amount of debt to be repaid to creditors.
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]
Russia

Regional contact

Thomas Martin
Tel: +7 495 660 4887
Email: thomas.martin@ru.ey.com

Despite the uncertain economic and sovereign debt
outlook hanging over much of Europe, the Russian
banking sector remains on solid footing. Total

asset growth is strong, with most leading banks
having expanded their assets by more than 25%
during 2011. In consumer lending, mortgages and
automobile financing, many banks' asset growth
rates exceeded 50% over the same period. The
number of debit and credit cards in circulation in
Russia is now close to 140 million, equivalent to the
total population of the country. After several years
of stagnation, credit cards are becoming a standard
product and ever-more popular.

Faced with this rapid growth in retail banking,
leading Russian banks are now working hard to
improve quality of service, customer attraction and
retention, cross-selling and share-of-wallet.

Customer confidence

In Russia, 44% of customers report no change in
their confidence in the banking industry, whereas
36% of customers report an increase in confidence
in the last 12 months. 54% cite more personalized,
innovative service from their bank as the main
reason for their rise in confidence.

Multi-banking
76% of customers have more than one banking
provider, and 32% have three or more.

Finding information on banking products

and services

72% of customers use personal discussions with
friends, family and colleagues as a source of banking
information. 55% use social networking sites to find
out information about products and services.

Drivers of attrition

29% of customers have switched banks before.
78% of these did so in the last five years, and 40%
cite poor interest rates or high fees and poor rates
on accounts as the reasons for leaving their bank.

Personalization
68% of customers would be willing to share personal
information to receive better service from their bank.

41% of Russian customers multi-bank to obtain the
best product or service.

How to improve customer satisfaction
16% of Russians want their bank to improve online
and mobile banking and the processing of payments.

Loyalty program appetite

28% of Russian customers have enrolled in a bank
loyalty program. 29% would value cash-back offers
on credit or debit cards as a reward for loyalty, and
26% would favor price reductions on bank products
and services.
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South Africa

Regional contact

Colin Daley

Tel: +27 11 772 3396

Email: colin.daley@za.ey.com

South Africa is the largest banking market in
Africa, with total assets of nearly US$500 billion.
The market is dominated by four banking groups,
representing 80% of sector assets. Although not
directly affected by the financial crisis, South
African banks have struggled to grow in an
environment of high household debt ratios and
weak corporate demand for credit. However, very
strong 2011 results suggest that the main banks
have finally shrugged off the effects of the global
financial crisis. Profit growth has returned to pre-
crisis levels, but lending growth remains weak by
historical standards.

New emerging players are increasingly encroaching
on the large banks' markets, often focusing on low-
income earners where revenue growth is highest.
Across Africa there is a major focus on improving
transparency and strengthening the regulatory
framework. South Africa has opted to introduce
Basel Ill alongside a proposed “twin peaks”
regulatory approach, with different bodies providing
prudential supervision and consumer protection.

45% of South Africans use social networking sites

to comment on the service they have received.

Drivers of attrition

Customer attrition has increased from 34% to 39%

over the last year. 70% of customers who have
switched banks cite high fees or charges as the
main factor. Going forward, 13% of customers are
planning to switch banks.

Personalization

90% of customers would be willing to share
personal information to receive better service
from their bank.

How to improve customer satisfaction
26% of customers want their bank to improve its
fees and charging structures.

Customer confidence

In South Africa, 31% of customers say their
confidence in the banking industry has increased,
compared with 22% in 2011. However, 38% say
their confidence has decreased, compared with
47%in 2011. And 66% say their bank’s offering
has become more personalized, and 50% note that
communication has improved, which in turn has
increased their confidence.

Multi-banking

39% of customers use one bank, compared with 44%
in 2011. Among those who multi-bank, 29% are
looking for the best rates or fees for each product,
and 26% have always used different banks for
different services.

Finding information on banking products

and services

76% of customers use face-to-face discussions with
friends, family and colleagues as a source of banking
information. 71% use financial comparison websites
to keep informed.

Loyalty program appetite

45% of customers have enrolled in a bank loyalty
program, compared to 27% last year. 52% of
customers would value a loyalty program that
offered cash-back on debit and credit cards.

55



At-a-glance

56

South Korea

Regional contact

Dong Hoon Lim
Tel: +82 2 3787 6510
Email: dong-hoon.lim@kr.ey.com

Finding information on banking products and services
80% use financial advisors, and 78% have face-to-face
discussions with friends, family and colleagues. 49% use
social networking sites in this way.

South Korea's banking sector is pushing ahead with
expansion, running counter to the global trend for banks
to slim down. Major banks in South Korea have established
finance holding firms over the past few years, and smaller
players have followed or are planning to follow the move.

South Korea's four major commercial banks plan to expand
their business networks in Asia's emerging markets this
year. Their 2012 targets include countries in Central and
Southern Asia as well as those in Southeast Asia, China
and Japan. However, the slowing global economy is likely
to have a negative effect on banks' asset soundness and
total earnings this year.

Drivers of attrition

25% of customers have changed their main bank

provider, compared to the global average of 34%. And

25% of customers changed their bank due to proximity of
branches. Going forward, 12% of customers are planning to
switch their main bank.

Personalization

58% of customers would be willing to provide their bank
with more personal information, providing this leads to an
improvement in the service they receive.

How to improve customer satisfaction

South Koreans want their bank to improve its fees
and charging structures — a change identified by 42%
of customers.

Customer confidence

In South Korea, 44% of customers say their confidence in
the banking industry has decreased. 72% of customers
cite macroeconomic reasons as the main cause for their
decline in confidence.

Multi-banking

89% of customers bank with two or more banking
providers, and 15% bank with more than three. 43% of
customers multi-bank to obtain the best rates and fees for
each product.

Loyalty program appetite

Only 11% of customers have enrolled in a bank loyalty
program, compared to the global average of 27%. And 36%
would value a loyalty program that offered cash-back on
debit and credit cards.

83% of customers use financial comparison websites
to keep themselves informed about banking products
and services.

Spain

Regional contact

Arturo Derteano
Tel: +34 91 572 7960
Email: arturo.derteanomarana@es.ey.com

family and colleagues as a source of banking information.
30% use social networking sites in this way.

The Spanish banking sector continues to experience
consolidation, which will significantly reduce the number of
financial institutions and, in turn, increase the average size
of the remaining players.

The process of consolidation is being led by the central
authorities in response to the weak economic environment,
the real estate exposures of weaker institutions, and
increasing capital and provisioning requirements. Following
this consolidation program, the Spanish banking sector will
have levels of concentration closer to those seen in other
European markets.

Drivers of attrition

Spain has seen attrition rates change from 15% in 2010,
to 49%in 2011, to 42% in 2012. 56% of those who have
switched banks cite high fees as a driver. 35% attribute
switching to poor branch experience. Going forward, 15%
of customers are planning to leave their main bank.

Personalization

74% of customers would be willing to share personal
information with their bank to receive better service from
their bank.

How to improve customer satisfaction
25% of customers want their bank to improve its fees and
charging structures.

Customer confidence

58% of customers cite macroeconomic reasons or
dissatisfaction with banks’ bonus culture as the main
causes for their decline in confidence.

Multi-banking

45% of customers bank with two banking providers, and
almost 20% with three or more. 32% of customers multi-
bank to obtain the best rates and fees, and 31% have
always used different providers for different services.

Finding information on banking products and services
65% of customers use face-to-face discussion with friends,

Loyalty program appetite

Almost 80% of customers are not enrolled in a bank loyalty
program. However, 30% of customers would value a loyalty
program that offered price reductions on bank products
and services, and 27% prefer cash-back offers on credit
and debit cards.

In Spain, 76% of customers say that their confidence in
the banking industry has fallen in the past 12 months
compared to 58% in 2011.
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Turkey

Regional contact

Murat Hatipoglu

Tel: +90 212 368 5868

Email: murat.hatipoglu@tr.ey.com

After considerable consolidation over the past decade, the
Turkish banking sector is relatively concentrated for such a
rapidly growing market. The 10 largest private-sector banks
control more than three-quarters of loans and deposits.
Turkey's banking sector is also in a stronger position than
many of its European counterparts in terms of profitability,
asset quality and capital adequacy.

Turkish banking enjoys strong growth potential.
Comparatively low lending to GDP and a downward trend in
non-performing loan ratios imply good scope for sustainable
expansion. These fundamentals continue to attract foreign
investors, with several leading banks being fully owned by
foreign banks. However, given the problems in the Eurozone
(which accounts for about half of Turkey's exports) and lower
growth forecasts at home, sustaining the strong financial
position of the Turkish banking sector will be challenging.
Turkish banks are trying to balance the need for growth with
the desire to manage risks and costs.

Customer confidence

In Turkey, 27% of customers say their confidence in the
banking industry has decreased over the past year, but 31%
report an increase in confidence. 60% report dissatisfaction
with the quality of advice, services and products offered as
the main reason for their decline in confidence.

Multi-banking

84% of customers use more than one banking provider, and
16% have more than three. 38% of customers multi-bank to
obtain the best products and services; 6% of customers
multi-bank to diversify their deposits to avoid banking
failure. 29% try other banks before switching, compared
with the European average of 17%.

Finding information on banking products and services
76% of customers seek banking information from face-to-
face discussions with friends, family and colleagues and
financial advisors. 71% use online communities as a source
of banking information.

Drivers of attrition

29% of customers have switched their main bank at some
point in the past. 50% cite high fees as the main driver of
attrition. Going forward, 19% of customers are planning to
switch banks.

Personalization
72% of customers would be willing to share personal
information to receive better service from their bank.

How to improve customer satisfaction
17% of customers want their bank to improve its fees and
charging structures.

Loyalty program appetite

82% of customers have not enrolled in a bank loyalty
program. However, 36% would value a program that offered
cash-back on debit and credit cards as a reward for loyalty.

78% use social networking sites as a source of banking
information, compared with the European average of 37%.

Vietnam

Regional contact

Nam Soon Liew
Tel: +65 6309 8092
Email: nam-soon.liew®sg.ey.com

The Vietnam retail banking marketplace continues to

be dominated by a small number of large banks with
government ownership and by local joint venture banks with
international partners and shareholdings. There is a drive
by the central bank to establish a safer and more resilient
banking sector through the merger of smaller players.
Ongoing banking reforms will force banks to improve their
corporate governance and core business operations.

In addition, there is a strong push for deployment and
compliance with the Basel Il and Ill guidelines and a reverse
of the "dollarization” of the country. Consequently, the
Vietnamese market is expected to become increasingly
efficient and competitive. Going forward, in order to
succeed, banks will need to build confidence in their brands
and improve the service they provide to their customers.

Customer confidence

In Vietnam, 35% of customers say their confidence in the
banking industry has decreased in the last 12 months.
However, 31% report an increase in confidence. 62% of
customers cite receiving more innovative, personalized
service from their banks as the main cause for their rise
in confidence.

Multi-banking
88% of customers bank with two or more providers; 17%

have more than three. 54% of customers multi-bank to
obtain the best products or services.

Finding information on banking products and services
84% of customers use face-to-face discussion with friends,
family and colleagues as a source of information. 75% of
customers also use social networking sites to

keep informed.

Drivers of attrition

36% of customers have changed their main bank, compared
to the global average of 34%. Of those customers, 59% cited
high fees as a main driver of attrition.

Personalization
88% of customers would be willing to share personal
information to receive better service from their bank.

How to improve customer satisfaction
15% of customers want their bank to improve online and
mobile banking.

Loyalty program appetite

47% of customers have enrolled in a loyalty program.
22% of customers value programs that offer gifts as a
reward for loyalty.

24% of customers are planning to switch banks.
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UK

Regional contact

Mark Dynes

Tel: +44 7801 441 171
Email: mdynes@uk.ey.com

The UK retail banking marketplace continues to

be dominated by a small number of large banks,
some of which remain in government ownership.
However some of these banks are, as mandated by
the EU, selling off parts of their businesses to help
establish a safer and more resilient banking sector.
Ongoing banking reforms such as the Independent
Commission on Banking, which will force banks to
ring-fence their retail arms from riskier investment
banking, mean that the UK market should become
increasingly competitive.

New entrants have already emerged alongside
established niche players using acquisitions to
accelerate their business growth. Going forward,
banks need to focus on rebuilding customer
confidence in their brands and delivering quality
service. Both of these factors will be vital to banks,
success in the future.

In the UK, 42% would value a loyalty program
that offered cash-back on credit or debit cards
as a reward.

Customer confidence

In the UK, 65% say that their confidence in the
banking industry has fallen, compared to 63% in
2011. And 80% cite dissatisfaction with banks’
bonus culture as the main driver for this decline
in confidence.

Multi-banking

44% of customers use one banking provider,
compared with 50% in 2011. The number of those
with three or more has increased from 16%in 2011
to 19%in 2012. 37% of customers multi-bank to
obtain the best rates and fees.

Finding information on banking products

and services

59% of customers use recommendations from
friends, family and colleagues, and 58% use
financial comparison websites, to seek information
on banking products and services. Only 8% use
social networking to source banking information,
compared to the European average of 37%.

Drivers of attrition

Attrition rates have increased from 16%in 2010,
to 35%in 2011, to 41%in 2012. Among those who
switched banks, 48% changed due to high fees, and
35% due to poor branch experience.

Personalization
64% of customers would be willing to share personal
information to receive better service from their bank.

How to improve customer satisfaction
17% of customers want their bank to improve its
fees and charging structures.

Loyalty program appetite
88% of UK customers have not enrolled in a bank
loyalty program.
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UsS

Regional contact

Heidi Boyle

Tel: +1 312 879 3820
Email: heidi.boyle®@ey.com

The outlook for the US banking industry is
cautiously optimistic. Facing pressure from a
number of factors beyond their control, including
the impact of the Eurozone crisis, concerns about
economic growth and regulatory uncertainty,
along with competitive pressures from both
traditional institutions and new entrants, US banks
are working to reduce expenses and position their
firms for growth when the environment stabilizes.

Capital management continues to be a top
priority, but customer-focused growth and
retention strategies are receiving more attention
and retail banking operations are displaying
growing momentum.

In the US, 51% of customers say their confidence
in the banking industry has fallen, compared with
55%in 2011.

Personalization

68% of customers would be willing to share more
personal information to receive more personalized
service from their bank.

Customer confidence

Only 9% feel that their confidence has increased in
the past year. 72% of those feeling less confident
cite that the banks' bonus culture is the main cause,
and 57% attribute this to the macroeconomic
situation.

How to improve customer satisfaction
27% of customers want their bank to improve its
fees and charging structures.

Multi-banking

58% of customers have more than one bank
compared to 49% a year ago. Customers with three
or more banks have grown from 16% to 23%. The
top reasons customers multi-bank — stated by 33%
of respondents — is to obtain the best rates and
lowest fees.

Finding information on banking products

and services

63% of customers turn to friends, family and
colleagues for information on banking products.
40% use a financial advisor. 13% interact with their
bank via social networking sites to get informed
about products and services.

Drivers of attrition

The proportion of customers who have ever
changed their bank has increased by 7% in the

last year to 45%, and another 5% of customers are
planning to leave their bank. 57% of those who have
switched banks cite high fees as a driver, followed by
35% who point to poor rates on accounts.

Loyalty program appetite

Loyalty program enrollment in the US has jumped
from 14% to 30% during the past year. 57% of
customers prefer loyalty programs that offer cash-
back rewards for credit or debit card use. Air miles
and hotel points are only preferred by 4%

of customers.
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How Ernst & Young can help

Ernst & Young is a global leader in professional services and has
significant experience providing a broad range of services to the
banking industry.

Our reputation is built on assembling multidisciplinary banking

teams from around the world to deliver a range of services, including:
performance improvement, financial management and control,
change management, regulatory reporting, risk management,
information technology, product design, tax, transactions, corporate
advisory and audit services.

This means you get a clear perspective of your market and the
options available to you. It's how Ernst & Young makes a difference.
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Ernst & Young is a global leader in assurance, tax,
transaction and advisory services. Worldwide, our
152,000 people are united by our shared values
and an unwavering commitment to quality. We make
a difference by helping our people, our clients and
our wider communities achieve their potential.
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About Ernst & Young's Banking

& Capital Markets Center

In today’s globally competitive and highly regulated
environment, managing risk effectively while
satisfying an array of divergent stakeholders is

a key goal of banks and securities firms. Ernst &
Young's Global Banking & Capital Markets Center
brings together a worldwide team of professionals
to help you achieve your potential — a team with
deep technical experience in providing assurance,
tax, transaction and advisory services. The Center
works to anticipate market trends, identify the
implications and develop points of view on relevant
industry issues. Ultimately it enables us to help you
meet your goals and compete more effectively. It's
how Ernst & Young makes a difference.
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