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Marketing financial services in adversity

Criticised for an apparent U-turn in policy, distinguished economist John Maynard Keynes replied “When the facts change, I change my mind. What do you do?”

Keynes’ question provides an excellent guide for considering how best to manage in a market ravaged by the banking turmoil of the last six months.

Because one thing is sure: financial services marketers have to re-visit all the practices that became familiar over the past decade. The plain fact is that many of them got the industry into the difficulties in which it now finds itself.  

Identify who makes money

Perhaps the most urgent task is to review what today constitutes a profitable customer. For instance, only a few short months ago, a credit card manager may have looked at the frequency of revolve behaviour as being a key pointer to profit. Today, with unemployment figures rising into double digits in economies like Spain, and company bankruptcies soaring around the world, prudence suggests taking a more cautious approach and factoring in the associated credit risk. 

	UNEMPLOYMENT RATES FOR SELECTED COUNTRIES*

	Country
	Unemployment  %

	Belgium 
	10.5

	Brazil
	7.6

	China 
	9.2

	Czech Republic
	5.3

	Indonesia
	8.5

	Poland
	9.1

	South Africa
	23.2

	Spain
	12.8

	Turkey
	9.0

	United Kingdom
	6.0

	United States
	6.7


*Various dates in Q4, 2008

Source: The Economist

Target the best prospects

Again, with many banks anxious to strengthen their capital base, managers will want to reinforce their cross-selling efforts to attract and retain savings-based accounts.

[image: image1.wmf]Easy enough to say “cross-sell”, of course, but the first question is how to identify the best prospects? Staying with the search for customers with cash funds to deposit, the traditional target has been affluent empty nesters in the 55-65 age range. But the down turn has hit this group very hard, savaging their pension pots and real estate investments. That must necessarily have an effect on traditional habits around target-setting and expectations about responsiveness. For example, in many markets, public sector workers may be a better cross-sell prospect than their private sector counterparts: generally, they have greater job security and valuable pension entitlements. 

Overall, there’s no doubt that old rule books will have to be re-examined, and maybe thrown away completely. As a result, marketing budgets for data mining, product development and  communication will have to work a lot harder.

One positive is that customers, corporates as well as personal, will all be much more willing than in the past to reconsider the ways in which they do business and the people they do business with. There has to be an opportunity there to reach new prospects, especially as the likelihood of reduced competition should make it easier to get customer attention.

Invest for success

Another thought is that now is the time to sit down and finally decide which marketing programmes have a long term future, and which are prestige concepts that really can safely be cut. Is that sports sponsorship really necessary, for example? The corollary is that companies which take the gamble of investing for the future when others are drawing in their horns can often establish substantial market leadership: the example often quoted is Cisco, a network hardware supplier which invested in Asia during the financial firestorm of 1997, and has never looked back.

One way of doing business certainly needs changing: in the last year before the crash, every item on one global bank’s card marketing plan involved disadvantaging the customer in one way or another. Here’s a thought: why not offer consumers something so compelling that, who knows, they might even be willing to pay for it? 

“Is that sports sponsorship really necessary?”








