Your Merger Model Has a Missing Line

Item: Customer Attrition

By Bill Jordan | Principal Strategist

Bank mergers look beautiful in spreadsheets. Two
balance sheets become one, duplicate expenses
disappear, geographic coverage expands, and
deposits grow. Technology costs spread across a
larger asset base. Executives present tidy projections
showing efficiency gains, stronger earnings, and a
more competitive institution.

Then the customers arrive Monday morning. Their
app looks different, their favorite banker has left, the
branch hours changed, their account number may
have changed, their treasury setup needs aftention,
the rewards program works differently and most
importantly, their familiar institution suddenly feels
unfamiliar.

Some customers adapt while others start shopping.
That is the line item many merger models
underestimate: customer attrition.

Banking Dive recently highlighted how customer
experience often receives less attention during

mergers because leadership feams become
consumed by legal, financial, operational, and
technology integration. The problem is
straightforward. Customers do not experience the
strategic rationale behind a merger. They experience
the consequences of it.

That distinction matters because attrition can erode
the value a merger was designed to create.

S&P Global Market Intelligence examined several
large bank transactions and found that maintaining
the combined institution’s projected deposit market
share after a merger can be difficult. In several cases,
institutions struggled to recover the deposit market
share implied when the transaction was announced.

ABA Banking Journal has documented the problem
at a more immediate level. A review of ten large
bank transactions found that sellers lost an average
of approximately 3 percent of deposits between
announcement and closing. In another fransaction,
management publicly modeled the possibility of



losing as much as 5 percent of combined deposits following the merger. Three percent sounds manageable
until someone puts a dollar sign in front of it.

More important, attrition rarely stops with the deposit account. A disappearing checking balance may
eventually take a mortgage, commercial loan, credit card, wealth relationship, insurance referral, or future
household opportunity with it.

A merger can creatfe scale. It can also create a remarkably efficient mechanism for infroducing your best
customers to your competitors. The difference often comes down to how deliberately leadership manages
the relationship transition.

Attrition Starts Before the Customer Leaves
Financial institutions frequently define attrition too narrowly. An account closes, a customer leaves, then
afttrition gets recorded.

The interesting part happened months earlier. A primary checking relationship may become a secondary
account. Direct deposit moves somewhere else. Debit card tfransactions decline. Bill pay activity stops. A
commercial client begins moving operating balances. A large depositor tests another institution with part of
the relationship. Digital engagement falls.

Silent Switching is occurring: the account remains open, but the relationship does not.

That means merger retention needs a broader set of indicators than closed accounts. Institutions should
establish a customer attrition baseline before the tfransaction and begin monitoring behavioral movement as
soon as the merger becomes public. Watch:

. Balance levels

] Transaction velocity
. Direct deposit

. Card activity

. Digital logins

. Bill payments

. ACH flows

. Treasury activity

] Certificate renewals
. Service calls

. Complaints

. Branch visits

] Product usage

The objective is to identify relationship decay before it becomes departure. This changes retention from
archaeology into intervention.

Decide Who You Cannot Afford to Lose
Not every dollar of deposits has equal strategic value.

A customer with a large promotional certificate and no other relationship may look impressive on a deposit
report while conftributing little durable franchise value. Another household may keep a modest checking
balance but maintain payroll deposit, debit activity, a mortgage, an auto loan, retirement assets, and
multiple family relationships. Traditional merger analysis can obscure that difference.

Before conversion, the combined institution should create a relationship value model that considers:
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. Depth

. Profitability

. Funding quality

. Product ownership

. Tenure

. Engagement

. Influence

. Future potential

. Sensitivity to disruption

Commercial relationships deserve particular scrutiny. A business account may carry operating deposits,
freasury services, merchant relationships, owner households, employee accounts, lending opportunities, and
referral networks. Losing the checking account may be the smallest part of the damage.

Credit unions should apply the same discipline to member relationships. A member with multiple household
connections, recurring deposits, loans, cards, and years of engagement represents more than an account
balance.

Once those relationships are identified, assign ownership. Someone should know the top relationships at risk.
Someone should be responsible for contacting them. Someone should know whether they stayed.

Retention cannot remain an abstract objective owned by everybody. That usually means it is owned by
nobody.

Retain the People Who Retain the Customers
Banking likes to discuss loyalty as if customers are loyal to institutions. Many are loyal to people.

The commercial banker who has handled the family business for 15 years matters. So does the branch
manager who recognizes three generations of the same family. The mortgage officer, wealth advisor, treasury
specialist, and member service representative often carry relationship equity that never appears on the
balance sheet.

Lose those employees during a merger and customers frequently begin reconsidering the relationship. ABA
has noted that prolonged merger uncertainty can contribute not only to deposit attrition but also to
employee departures, creating another source of instability.

Therefore, customer retention and employee retention should not operate as separate merger workstreams.
Map critical customer relationships to critical employees. Identify where relationship concentration exists.
Develop retention plans for employees whose departure could put meaningful revenue or deposits at risk.
Then communicate with those employees before the rumor mill does the job for you.

Tell Customers What Will Change
Merger communications often contain plenty of words and surprisingly little information.

Customers hear that the transaction will create a stronger institution, broader capabilities, expanded
resources, and an exciting future.

Can I stfill use my debit card Tuesday? That is the question the customer cares about.
Good merger communication separates corporate enthusiasm from customer ufility. Tell customers what will

change. Tell them what will remain the same. Tell them when changes will occur. Tell them what action they
need to take. Tell them what happens if they do nothing.
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Then tell them again.

ABA has recommended a coordinated communication approach that uses multiple channels and provides
customers with repeated access to clear merger information rather than relying primarily on required notices.

Segmentation matters here. A commercial treasury client should not receive the same communication
journey as a consumer with a checking account. A retiree with several certificates has different concerns
than a digital first customer using mobile deposit and peer payments. Communication should reflect the
relationship.

Generic communication tells customers they are part of a conversion. Personalized communication tells
them they are part of the institution. Those are not the same experience.

Find the Friction Before Customers/Members Do
Every conversion team tests systems. Fewer test the complete customer experience. There is a difference.

A technically successful conversion can still produce an atrocious Monday morning. Before conversion,
leaders should walk through the major customer journeys themselves. Open the new application. Reset a
password. Transfer money. Make a loan payment. Locate an old statement. Set up bill pay. Use mobile
deposit. Call the contact center. Visit a branch. Complete a wire. Ask a difficult question. Then perform those
activities from the perspective of customers coming from both institutions.

Banking Dive also reported that strong acquirers begin examining customer experience while evaluating the
fransaction rather than waiting until after closing. Experts interviewed by the publication also recommended
identifying important customer moments, using customer insights to predict friction, testing changes before
broad release, and maintaining feedback during integration. That last point deserves attention.

Some institutions reduce or pause customer feedback programs during conversion because operations are
already overwhelmed. That is precisely when feedback matters most. If call volume spikes around password
resets, fix the problem. If commercial customers are confused by treasury changes, intervene. If a branch is

generating complaints, investigate. Do not wait for the quarterly satisfaction report to explain the customers
you lost last month.

Give Frontline Employees Permission to Save Relationships
A merger creates thousands of small moments where a customer/member decides whether the new
institution deserves another chance. Frontline employees need authority during those moments.

1. Create clear retention protocols.

2. Define which fees can be waived without escalation.

3 Allow selected rates or legacy terms to be preserved where the economics justify it.

4, Establish rapid escalation channels for important relationships. Give branch, contact center,
commercial, and member service teams visibility info customer history.

S. Most important, teach employees what constitutes an attrition signal.

The sentence, "I have banked here for twenty years and nobody told me this,” is not merely a complaint. It is
aretention event. Treat it accordingly.

Build a Merger Atftrition Command Center

During the months surrounding conversion, institutions should manage attrition with the same seriousness they
apply to operational conversion. Create a dashboard that combines customer behavior, service activity,
deposit movement, employee feedback, complaints, and outreach results. Review it frequently. Answer the
following questions:
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] Which customer segments are moving money?

. Which branches are experiencing abnormal closures?

. Where has debit usage declined?

. Which commercial relationships have reduced balances?

. Which relationship managers are reporting competitive activity?2
. What complaints are increasing?

. Which outreach efforts are working?

Patterns emerge quickly when someone is responsible for looking. This also gives leadership a chance to
distinguish healthy runoff fromm damaging attrition. Not every deposit should be retained at any cost. Some
balances are expensive, transient, or unprofitable.

The goal is not zero afttrition, the goal is intentional attrition. Know what you are willing to lose. Fight for
everything else.

Do Not Stop at Conversion

One of the most dangerous moments in a merger happens after the technology conversion succeeds.
Everyone celebrates. Customers finally stop receiving conversion emails. Project teams disband. Employees
return to normal responsibilities. Leadership begins focusing on the promised synergies.

Meanwhile, customers are still deciding how they feel about the new institution. The first 100 days after
conversion should be operated like an onboarding program for the acquired customer base.

. Reintroducing digital tools

. Confirm product activation

. Monitor direct deposit and transaction behavior

. Contact valuable customers whose activity has declined

. Educate customers about capabilities they gained through the merger
. Thank them for staying

. Ask what is not working

. Then act on the answer

. This is not merely retention

It is reboarding.

The institution has effectively acquired thousands, perhaps millions, of relationships. Treating them as inherited
accounts wastes the opportunity. Treating them as newly acquired customers changes the strategic posture
completely.

The Deal Is Not Complete When the Systems Convert

Mergers will confinue because the economic logic remains compelling. Banks and credit unions need scale,
stronger funding, broader capabilities, better technology, and operating leverage. But scale without
relationships is just a larger expense base.

The most successful acquirers will recognize that integration has two dimensions. One combines companies,
the other convinces customers to come along. That second integration deserves its own strategy, analytics,
leadership, budget, and accountability.

Because the most dangerous customer during a merger is not the one who closes an account. It is the one
who quietly moves half the relationship somewhere else, keeps enough activity to avoid attracting attention,
waits until the conversion dust settles, and then disappears. By the time the attrition report finds them, the
competitor already has.
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Put customer attrition into the merger model before the deal closes. Then manage it like the financial risk it is.
Because if your merger creates $50 million in projected synergies while customers quietly carry $100 million in
relationships out the door, congratulations. The spreadsheet worked perfectly. The strategy did not.
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