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Abstract 
Along with the digital economical era arrival and the Internet popularization, it calls for 
the innovation and development of digital finance. With the rapid development and wide 
application of the novel information technology represented by artificial intelligence, 
blockchain, big data and cloud computing, traditional retail banks are facing challenges 
such as economic downturn, reduced credit demand and decline in asset quality. In the 
era of financial technology, will the traditional retail banking adapt or be replaced? How 
much will technological development affects the retail banking business? How is 
technology transforming and challenging banking institutions? As the current 
researches illustrated, the development of technology is by no means one of the reasons 
that hinder the development of retail banks, contrarily, the popularity of information 
technology has paved the way for major changes of retail banking centers. Therefore, 
with the support of technology and innovation, major retail banks have gradually 
improved their awareness of upgrading and transformation, and accelerated the pace of 
digital transformation to a deeper level. The traditional retail banking business model 
has opened up a new road, increased capital and talent investment in the science and 
technology platform, absorbed the mature science and technology of Internet finance, 
integrated the industry's own characteristics and customer needs, changed thinking, 
innovated technology, made every effort to build a Digital Banking ecosystem and 
achieve the strategic goal of bank digitization. This paper conduct research in the 
manner of literature review, case study and empirical analysis. On the basis of defining 
the concept of retail banking business, this paper summarizes the characteristics and 
development trend of retail banks. Then, taking the excellent retail banking business of 
domestic and foreign commercial banks (First Republic Bank of the United State and 
China CITIC Bank) as cases, a analysis of the current situation of retail banks and the 
motivation of digital transformation was carried out from three aspects: acquisition and 
operation of retail customers, business operation and open platform. While using DEA 
method to evaluate the effect of digital transformation of retail banks, we found its 
shortcomings in retail credit risk control and customer online transformation, thus 
putting forward feasible suggestions. Finally, sum up their experience and inspiration: 
take technology as the support and adhere to product innovation. Hopefully this paper 
can provide reference for the digital transformation of retail banking business of 
commercial banks. 
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1. Introduction and Literature Review 

As to foreign countries, the development of retail banking has a century of history, and there is 
a relatively perfect theoretical system for the research of retail banking. From the perspective 
of the future direction of retail business development, Beverly J Hirtle and Kevin J Stiroh (2005) 
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believe that "There will be a new trend in the future development of the banking industry-
commercial banks will return to the traditional retail business". Broeders and Khanna (2015) 
believe that the current banking era should be defined by numbers, and the banking industry 
must formulate a digital strategy as soon as possible. The analysis shows that those who lag 
behind the digital strategy may have as much as 35% of their net profits eroded, while the 
profits of banks that digitize in time may rise by 40% or more. 
Additionally, Bilbo consulting once pointed out that at the beginning of the 21st century, 
commercial banks will face great transformation pressure. Specifically, it is crucial to transform 
the past transaction centric positioning into a customer-centric positioning. In this process, 
advanced technology should be used to improve efficiency and fulfill its commitment to 
customers. Anna Eugenia Omarini (2018) discussed the relationship between banks and fintech, 
analyzed how banks will develop into digital open banks in the future, and provided the 
development mode of banks as a platform model under the background of fintech and open 
banks. 
However, in terms of domestic researches, the development of retail business of domestic 
commercial banks is relatively late, but it has also been transformed and developed on a large 
scale. From the perspective of the necessity of retail business transformation and development, 
Li Qingping (2011) believes that China's commercial banks have deficiencies in business 
operation, product innovation, marketing channels, organizational system and team 
management, and must carry out business transformation as soon as possible. After studying 
the marketization of interest rate, Shi Wei (2017) found that the development of the traditional 
business mode of China's commercial banks is facing greater and greater challenges, and taking 
the deposit loan difference as the profit source is no longer suitable for the development of 
banks. Facing the changes of market environment, commercial banks need to actively 
strengthen innovation and transform the business structure of operation, so as to make up for 
the reduction of income brought by traditional business and complete business transformation 
as soon as possible. 
Furthermore, from the perspective of the transformation and development trend of retail 
business, Lu Minfeng and Yu Pengfei (2015) believe that the application of Internet thinking 
and big data to change the business model and increase the source of revenue is an important 
direction for the transformation and growth of retail banks. Yang Rui and Dong Ximiao (2016) 
believe that service innovation under digital technology is changing people's consumption and 
payment methods, and the traditional banking methods will be overthrown. Jiang Zhipeng 
(2019) analyzed and summarized the necessity, urgency and feasibility of digital 
transformation of ABC's retail business, and believed that digital transformation is an 
important direction of retail business transformation and also determines the success of retail 
business transformation. 
In a nutshell, from the research review at home and abroad, it can be seen that the retail 
business of foreign commercial banks developed earlier and has certain practical value in terms 
of strategic positioning, development concept and trend. After absorbing the excellent 
experience of western countries, China has actively explored the transformation and 
development of retail business, but most of the current studies analyze the problems in the 
digital transformation of banking industry from a macro perspective, Relevant rectification 
opinions were not put forward. Given the relevant background information, it’s noticeable that 
the existing researches on the digital transformation of retail banking center are generally 
macroscopic, thus existing a gap in texts that it lacks microscopic concrete case studies, and the 
reference is limited. Therefore, this paper will fill the gap by taking the two major banks at home 
and abroad as an example for comparative analysis, analyzing specific cases, summarizing the 
advantages that can be used for reference in the transformation, pointing out the existing 
problems, and putting forward optimization countermeasures. 
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2. Methodology to Be Used 

2.1. Section Headings 
2.1.1. Sub-section Headings 
This paper is a case study, which is analyzed by reading a large number of literature and 
financial statements, combined with relevant theories. The research methods used are as 
follows: 
(a) Literature research method. Through literature query related to digital transformation, 
collect relevant academic views on network organization construction and management 
transformation, refer to relevant research literature, journals, master's and doctoral theses, 
classify and express the literature research direction, summarize the problems existing in the 
current relevant theoretical research, and put forward the research content and direction of 
this paper. 
(b) Case analysis. This paper takes some typical banks such as China CITIC Bank's retail 
business as examples to analyze and sum up the digital transformation from the aspects of 
transformation necessity and motivation and prominent transformation, so as to provide 
reference and experience for China CITIC Bank's continued transformation and other banks. 
(c) Empirical analysis. Through DEA method, this paper selects appropriate retail banking 
business indicators to compare and analyze the performance of CITIC with Ping An and China 
Merchants Bank, which are more prominent in digital transformation, so as to further illustrate 
the effectiveness of CITIC' s digital transformation. 

3. Findings and Implications 

3.1. Definition of Digital Transformation of Retail Banks 
3.1.1. Implication and Classification of Retail Business of Commercial Banks 
In terms of the concept of retail banking, the retail business of commercial banks refers to the 
financial services and products provided for individuals, families and small and medium-sized 
enterprises. Retail banking business can be divided into broad sense and narrow sense 
according to the service object. Table 1 divides the retail business into four levels. This paper 
adopts the broad concept of retail business. 
 

Table 1. Four levels of retail business in China 

Ordinary individuals 
and families 

Individuals and  
families targeted  

at private 
banking 

Small producers and small 
natural person enterprises 

Small legal person 
enterprise 

The narrowest level 
of retailing banking 

Narrower level 
of retailing banking 

Narrow level 
of retailing banking 

Broad level 
of retailing banking 

 
As to the classification, the retail business of domestic commercial banks covers a wide range 
of contents, mainly including retail liability business, retail asset business and retail 
intermediary business. The specific meaning and main business scope of each business are 
shown in Table 2 below. 
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Table 2. Classification of retail banking 

 Retail liability business Retail asset business 
Retail intermediary 

business 

Implication 

It mainly focuses on savings 
deposits to provide financial 

support for commercial 
banks to carry out other 

businesses 

It refers to the business 
of commercial banks 

using operating funds to 
engage in credit activities 

Also known as off balance 
sheet business, it refers to 

the business that is free 
from liabilities and assets 

Main 
business 

scope 

Time deposits, 
demand deposits,  

financial bonds, etc 

Consumer credit, 
credit card overdraft 

or financing, etc 

Agency, 
financial management, 

settlement business, etc 

 
Generally speaking, the business characteristics of retail banking include: (a) wide project 
scope and diversified products. (b) the risks are relatively dispersed and the benefits are 
relatively stable. (c) sustainable transactions and cross projects. (d)  acceleration of innovation 
based on financial technology. The development of information globalization has provided a 
new opportunity for the world's economic development, and a revolution is taking place in the 
retail banking business of commercial banks. Under the new economic and technological 
environment, the retail banking business products are more diversified and personalized, and 
the innovation is accelerating. 
3.1.2. Connotation of Digital Transformation 
Digital transformation is a high-level transformation built on the premise of digital 
transformation and digital upgrading, which gradually involves enterprise main projects and 
aims to establish a certain business form. Digital transformation belongs to the research and 
development of digital technology and support level, so as to establish a dynamic digital 
business form. Digital transformation shows that success can only be achieved if the company 
redefines its projects systematically and fundamentally, but all aspects of organizational 
behavior, procedures, business form and staff level. 
From a business perspective, digital transformation covers three perspectives: first, the 
digitization of business transactions is also wired. Specifically, it refers to the digitization of 
materials and procedures to promote business; Second, the intelligence and digitization of 
business operation supervision. Specifically, in the digital operation mode, it adopts intelligent 
and digital methods to provide users with brand services and achieve the purpose of output 
efficiency; Third, pay more attention to scenario and carrier in the process of business 
promotion. Build a service carrier with the help of network technology, realize information 
interaction, make full use of the advantages of cross-border services and improve the level of 
financial services. 

3.2. Analysis on the Experience of Retail Banking Business of Commercial 
Banks 

3.2.1. Foreign Retail Banking Transformation Experience of First Republic Bank 
First Republic bank was founded in 1985, with total assets of USD 155.8 billion in 21q1, ranking 
21st in the U.S. banking industry. The higher valuation results from its high growth, its rapid 
business development, and the growth rate of assets, loans, deposits, net profit is much higher 
than the average level of the U.S. banking industry. As shown in Figure 1, the average annual 
compound growth rate of assets / loans / deposits / net profit in recent 10 years (2010-2020) 
is 4.0/5.0/2.6/2.5 times significantly higher than the average level of the U.S. banking industry. 
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Figure 1. The average annual compound growth rate of assets/ loans/ deposits/ net profit of 

the first Republic bank and the U.S. banking industry (%) 
 
First Republic bank serves more than 200 million customers in more than 100 countries. Each 
customer can get comprehensive financial services such as savings, credit, securities, insurance, 
trust, fund, financial consulting and asset management at any Citigroup business site. The 
average number of products per customer ranks first among peer enterprises in the world. 
There are many experiences worth learning from in the development of the first Republic bank. 
Through the in-depth analysis of the first Republic bank, one of the main reasons for the 
successful transformation of its retail banking business is that it relies on scientific and 
technological achievements, product and channel innovation. As illustrated in Figure 2, First 
Republic Bank's technology spending has increased year after year. The advantage of concept 
needs the guarantee of technical advantage. The first Republic bank recognized the important 
role of high technology in the financial retail industry for a long time and took the lead in 
introducing "customer self-service access terminal"(CAT). At that time, the industry firmly 
believed that customers would not give up thoughtful face-to-face interpersonal business 
service. However, people soon found that machines worked regardless of black and white, Even 
when New York was paralyzed by a snowstorm, the CAT of the first Republic bank was still 
working. When other banks began to fully use CAT, the first Republic bank enabled the machine 
to have the function of financial analysis through technological innovation, so as to provide 
customers with additional functions of financial management, so as to always maintain a 
"comparative advantage" in the industry. 
 

 
Figure 2. First Republic Bank’s technology spending 
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3.2.2. Domestic Retail Banking Transformation Experience of China CITIC Bank 
CITIC Bank was established in 1987 as a subsidiary of CITIC Group. CITIC Bank is the first 
commercial bank in China to engage in international financial market financing. It is now a 
listed bank of Shanghai Stock Exchange and HongKong stock exchange. By the end of 2020, the 
total assets of China CITIC Bank had reached 7 trillion, with nearly 60000 employees. At present, 
the business operation can be divided into three parts: corporate business, retail business and 
financial market business. Following the balanced development strategy of "three driving 
together", it is one of the twelve national joint-stock commercial banks in China. 
Taking digital transformation as the main line of development, China CITIC Bank has actively 
innovated in retail banking business, with a retail net revenue of 77.434 billion yuan and a 
managed retail customer asset of more than 2.2 trillion yuan. Even under the influence of 
COVID-19 environment, the revenue growth rate of retail business is about 12%, and it still 
maintains high speed and steady growth. As can be seen from Figure 3, since 2014, the retail 
banking business of China CITIC Bank has developed rapidly, and the retail banking business 
revenue and overall operating revenue have maintained stable growth. After the digital 
transformation of retail business in 2018, retail revenue and overall revenue have increased 
significantly. Especially in 2019, its retail business revenue increased by 24.72% year-on-year, 
far exceeding 5.12% in 2018, which shows that China CITIC Bank's exploration in the digital 
direction of retail business is effective. 
 

 
Figure 3. Business Income of China CITIC Bank from 2013 to 2020 

 
Furthermore, the current situation of China CITIC Bank's retail intermediary business is also 
worth studying. In terms of credit card business, it can be seen from Table 3 and Figure 4 that 
China CITIC Bank has issued 92.6214 million credit cards, an increase of 11% over the end of 
2019. However, influenced by COVID-19, the balance of credit card loans and credit card 
transactions have declined. In addition, as an important part of retail banking business, credit 
card business, in accordance with the customer-center concept, China CITIC bank carries out 
cross-border business cooperation with other companies to provide diversified services 
around customer needs. For example, the "China CITIC Bank Huawei card" credit card launched 
in cooperation with Huawei integrates the leading financial service advantages and risk control 
technology of China CITIC Bank, as well as Huawei's strong strength in smart terminals such as 
mobile phones, and creates a new payment ecosystem in combination with Huawei's 
application scenarios. CITIC Bank's innovative products not only meet the needs of customers 
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in various scenarios, but also improve the income level and achieve a win-win situation. Under 
the circumstance of fierce competition in bank deposit and loan business caused by narrow 
interest margin, China CITIC Bank innovates the retail intermediary business to improve its 
competitiveness. 
 

Table 3. Credit card business situation of China CITIC Bank (Data) 

Year 
Credit card transactions 

($10 billion) 

Credit card issuance 

(10 thousand) 

2013 4,590.36 2,077.95 

2014 6,072.00 2,459.60 

2015 8,080.81 3,037.54 

2016 10,741.52 3,738.04 

2017 14,922.89 4,957.09 

2018 20,815.83 6,705.69 

2019 25,613.95 8,332.50 

2020 24,376.88 9,262.14 

 

 
Figure 4. Credit card business situation of China CITIC Bank (Line Chart) 

 
Then, from the impact of digitization on the income level of China CITIC Bank, we can get the 
effect analysis of retail business digitization. The purpose of commercial banks' digital 
transformation of retail business is to improve the income level of retail business. Figure 5 
selects the data of several banks for comparative analysis. It is obvious that after China CITIC 
Bank's digital transformation in 2018, after optimizing and adjusting its retail business, its 
retail revenue growth rate has increased significantly in 2019, ranking in the forefront among 
the selected data of many banks, second only to Ping An Bank. In 2020, under the influence of 
COVID-19, the growth rate of retail revenue of commercial banks declined. However, the 
growth rate of retail revenue of CITIC Bank still exceeded that of Ping An Bank and China 
Merchants Bank, and the retail business revenue continued to maintain a good growth trend. 
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Figure 5. Retailing revenue growth among various domestic banks 

3.3. Enlightenment and Countermeasures of Retail Bank Transformation 
3.3.1. Analysis on the Motivation of Digital Transformation 
Nowadays, the expansion of offline outlets of traditional banks has fallen into a bottleneck. 
Offline business needs to bear high costs such as venues and manpower, and the service process 
of offline outlets is cumbersome and inefficient. Compared with online Internet platforms, the 
operating cost is low and the service is convenient, saving customers time and cost. Therefore, 
commercial banks need to face the challenge of digital transformation. How to use the Internet, 
artificial intelligence, big data and other technologies to combine offline and online businesses, 
improve the needs of bank users, increase user stickiness and further expand more customer 
traffic is the primary problem faced by the transformation of retail business of commercial 
banks. 
Therefore, based on the existing research and various report data of retailing banking centers, 
the SWOT analysis (Table 4) is carried out to objectively analyze internal and external factors 
affecting the retail banking business development of commercial banks. The results are 
conducive to formulating more targeted enterprise development strategies and providing 
decision-making basis for the new retail transformation of the bank. 
 

Table 4. SWOT Analysis on the retail banking centers 
Strengths Weaknesses 

· Efficient retail team 
· Competitive incentive policies 
· Perfect VIP service system 
· Perfect training system 
· High recognition of retail brand value 
· Continuous innovation of retail products 

·Insufficient size of retail banks 
 
·Insufficient professional talent reserve 
 
·The distribution of outlets is poor 

Opportunities Threats 

· The national economy developed steadily, the national per capita disposable 
income increased, and the growth rate and quality of household assets 
improved accordingly 
· Network customization 
· The development of financial technology promotes the reform and 
transformation of commercial banks 

· Fierce competition in banking 
industry 
 
· Weakening of traditional advantages 
of physical outlets 
 
· The reduction of profit space 
caused by information symmetry 
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Figure 6 shows the changes in the transaction volume of P2P network loans and the number of 
private operation platforms. It can be seen that after the peak in 2016 and 2017, the number of 
platforms began to decline until it was completely cleared in November 2020. In addition, in 
2020, the government rectified the Internet deposit products of Alipay, Tencent, Jingdong and 
other network financial platforms, further reducing the market of Internet Co's financial 
business. This makes more funds flow into traditional financial institutions such as banks and 
securities. This is a good time for the digital transformation of retail business of commercial 
banks. We should make good use of digital tools to explore new markets. 
 

 
Figure 6. Retailing revenue growth among various domestic banks 

3.3.2. Four Modernizations of the Digital Transformation of Retail Banking Centers 
According to the analysis of the cases of the first Republic bank and China CITIC Bank, Banks 
should promote the transformation of “four modernizations” and build a new mode of retail 
banking business development. Banks should promote the transformation of "four 
modernizations" and build a new model for the development of retail banking business. With 
the rise of Internet technologies such as artificial intelligence and blockchain, profound changes 
have taken place in the consumption concept and development mode on the supply side of 
financial services and the financial demand side of customers. The implementation of digital 
transformation with the help of financial technology is a new model for commercial banks to 
develop retail business. In the future, with the continuous integration of Finance and 
technology, retail banking business will show four development trends of "openness, 
digitization, intelligence and scenario". 
(a) Open bank 
By embedding the products and service functions of retail banks into external platforms and 
online and offline channels, we can improve the convenience of customers handling business, 
improve customer experience and create an "open bank". On the one hand, the open banking 
platform breaks through the time and space constraints of open financial services in online 
banking, mobile phone, Wechat, SMS TV and other channels, which can meet the diversified 
financial service needs of customers. On the other hand, it focuses on customer experience 
through questionnaire survey and field interview, and invites customers to participate in 
product design and process optimization, Put customer experience in front of product 
development and process design, realize interactive product service research and development 
with customers, and practice the concept of open banking from the source. 
(b) Digital Banking 
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Digital Banking has opened up the connection between online and offline. The application of 
big data, artificial intelligence, blockchain and other technologies has improved the marketing 
accuracy of commercial banks. At the same time, it has optimized the business process of retail 
banking, strengthened the digital risk control ability of retail business, and gradually formed a 
new operation mode of retail business. Among them, the key to the digital transformation of 
commercial banks is to integrate the traditional fragmented and differentiated information into 
a systematic and standardized data analysis mechanism through multi-dimensional data 
collection and analysis of customers, so as to provide customers with open, personalized and 
customized retail financial services. Commercial banks can reshape business processes based 
on blockchain technology, build an effective anti fraud early warning and monitoring 
mechanism, and provide potential target customers with comprehensive retail financial 
services that meet their risk preferences. 
(c) Intelligent bank 
The intelligent and intelligent transformation of commercial banks is mainly through the use of 
artificial intelligence and big data analysis in intelligent outlets, from the traditional artificial 
business marketing service mode to semi intelligent customer experience service, so as to 
improve the customer experience and optimize the allocation of human resources. It is to 
comprehensively improve the internal management efficiency, reengineer the retail business 
and customer service process, improve the human-computer interaction mode, and quickly 
accumulate users. It is to build more scenario and all-round service forms, and comprehensively 
improve and create the efficiency of retail banking business. Third, rely on big data analysis and 
artificial intelligence algorithms to provide intelligent financial service products for retail 
business customers and improve the quality and efficiency of financial services. 
(d) Scenario bank 
Commercial banks should provide customized scenario financial services based on the financial 
needs of different scenarios. First, accelerate the transformation of outlets, build specific scene 
outlets according to the different financial needs of communities, business districts and 
associations, and carry out cluster development from point to area. Second, actively integrate 
people into consumption scenarios. Commercial banks integrate financial services into specific 
consumption scenarios by combining with e-commerce platforms, characteristic merchants 
and publicity activities. On the one hand, they can more accurately market, on the other hand, 
they are also conducive to closed-loop capital management. Third, strengthen scene data 
analysis. While providing scenario financial services, commercial banks establish a 
standardized customer service information database, convert customer characteristic data into 
standardized format data in the bank through big data algorithm, integrate and analyze the 
information data obtained from multiple platforms, realize embedded scenario financial 
services and improve customer experience. 

4. Conclusion 

With the development of big data, cloud computing, blockchain, artificial intelligence and other 
technologies, all walks of life in China began to enter the digital stage. As an important part of 
China's financial industry, bank digitization is the general trend. With the increase of the 
proportion of retail financial business in commercial banks, retail business is the key to 
improve the market competitiveness of commercial banks. 
This paper selects the digital transformation of retail business of the first Republic bank and 
China CITIC Bank as a typical case, and analyzes the digital transformation of retail banks using 
technology and innovation from the perspectives of retail banking business development 
bottleneck, technology impact, digital transformation effect and product innovation. Retail 
banks should (a) use financial technology to enhance the competitiveness of retail banking 



Volume 3 Issue 11, 2022 

DOI: 10.6981/FEM.202211_3(11).0018 

160 

Frontiers in Economics and Management 

ISSN: 2692-7608 

business, (b) create a characteristic ecology and build a “new scene” of retail banking, (c) 
promote the integration of all channels and improve the comprehensive service capacity of 
retail banking, (d) promote intelligent technology and improve the marketing ability of grass-
roots retail banking business, so as to promote the transformation of “four modernizations” and 
build a new model for the development of retail banking business. 
The digital transformation of retail business of commercial banks is the key to improve the 
competitiveness of banks. Banks should make full use of digital tools to shape an open 
ecosystem of finance economy science and technology and explore a digital transformation 
road suitable for their own characteristics. 
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