January 10
PLUS ÇA CHANGE….
Marketing basics stay the same
Read the international media, and you’d be forgiven for thinking that the entire world is still at risk of financial collapse.

Not so.

Look more closely and you’ll find that there is a whole group of bright spots: countries with economies that are growing fast, with citizens who are hungry for all kinds of goods and services – including financial services.

A recent survey in The Economist pointed to the vigour in stock markets outside what is often known as the Western world:

	STOCK MARKETS, % CHANGE ON PREVIOUS YEAR,

$ TERMS

	
	2008
	2009

	Brazil
	-55
	+142

	China
	-68
	+125

	India
	-62
	+88

	Indonesia
	-57
	+114

	Malaysia
	-42
	+48

	Mexico
	-40
	+56

	South Korea
	-56
	+61

	Taiwan
	-47
	+78

	Source: Thomson Reuters


Each of these countries – and there are many more like them – has not only recovered the losses of 2009, most are handsomely ahead of where they were two years ago.

One result of this change in the global financial balance is a major shift in the way that the markets value banks:

	TOP 10 SHARE PRICE TO BOOK VALUES IN 2009

	
	Market capitalisation
	Price to book ratio

	China Merchants Bank
	48.0
	4.3

	China Citic Bank
	40.4
	3.4

	ICBC (China)
	259.7
	3.1

	China Construction
	199.5
	3.1

	Itau Unibanco (Brazil)
	92.3
	3.1

	Bank of Communications (China)
	61.6
	3.1

	Bradesco (Brazil)
	60.1
	2.7

	Commonwealth Bank of Australia
	78.0
	2.7

	Banco do Brasil
	43.6
	2.5

	Royal Bank of Canada
	75.5
	2.5

	Source: Bloomberg


Most striking of all, not a single US or European bank figures in a list which they dominated a decade before. 
Clearly, a fundamental shift is happening in the world of financial services: some people are going as far as calling it “The New Normal”. So what does “The New Normal” mean in the credit card industry?

	CREDIT CARDS: THE CHANGING MODEL

	THEN
	NOW

	Income

	Interest earnings driven by credit-worthy, credit-hungry customers
	Customers paying down existing debt, and reluctant to take on new borrowing

	Wide net interest margins
	Chargeable interest rates forced down by Government action

	Relatively generous levels of interchange
	Strong downwards pressure, led by merchants

	Wide range of penalty fees and charges
	Regulation very much reduces the scope for these

	Substantial commissions from heavily-sold add-on products such as Payment Protection Insurance
	Consumer advocacy groups challenge the value of these products

	Expense

	Manageable debt write-offs
	Rising personal and business bankruptcies lead to soaring write-offs


At first glance, it’s a dismal situation: there’s no doubt that the Golden Age of easy profits from credit cards has gone. But, just as careful inspection shows that there are substantial pockets of growth in the world economic picture, inventive marketers are finding real opportunities to attract and retain profitable credit card customers.

Here are three rules which successful card issuers are discovering:

Rule 1: Small can be beautiful. Remember the days when size was everything? They’re over. Today, broadscale is out, narrow scale is in. That means doing what the gold prospectors do: scrutinising with immense care what they hold in their hands so as to discover the gleams of gold among the dross. In other words, identify the profitable customers you already have, and then look for customers who share the same profile. Certainly, there’ll be fewer of them but they’ll be very well worth having.

Rule 2: Invest. Customers like these are as valuable to your competitors as they are to you. Be prepared to work hard to retain them. That means finding out what they value and giving it to them. The benefits you offer may be internally-generated: premium customer service, enhanced credit lines or product upgrades, for example. Or, for ease and a wider range of choices, you may prefer to source them externally: preferential access to golf courses, fashion shows, airport lounges, concierge desks. The key is to show your best customers how much you value them.

Rule 3: Copy the best from around the world. What works in Hong Kong could well work in Mexico. Of course there are cultural differences, and it’s smart to recognise them. But there are human traits which cross all national boundaries: being recognised, enjoying a bargain, wanting to be looked after. Successful businesses respond to them.

In the confusing world of “The New Normal”, isn’t it reassuring to know that some things stay the same?

























































