THE SECRET IS SERVICE

How one bank has used added value to reach its goals

 We make no apologies for returning to the theme of last month’s issue of The Edge. It’s a crucial one for banks: in tough times, how best to survive?

One of the most pressing needs they face is how best to rebuild their balance sheets. It’s now apparent that, before the crisis hit, perhaps too many banks had relied on borrowing in the wholesale markets to generate funds for growth. Now that source has dried up, or is prohibitively expensive, and in any event is regarded with disfavour by regulators. Consequently, many institutions are returning to the traditional method of accessing funds: consumer deposits.

Usually one of the cheapest sources of capital, consumer deposits from retail customers also have the great advantage of “stickiness”: they are a good deal less likely to be suddenly withdrawn than wholesale funding. 

But how to ensure that your bank gets its share of this highly desirable supply of money?

Offering higher interest rates on deposits than the competition may not be an answer: banks today are very anxious to protect their net interest margin – the gap between what they pay in interest on funds, and the amount they charge to borrowers. 

One institution in the US has found a different answer, and it makes an interesting case study.
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The bank in question is TD. 

TD has only been operating in the US for two years – many readers will know it as Toronto-Dominion, headquartered in Canada. Following its take over of Commerce Bank and a number of smaller institutions, it now has 1300 branches in the US, more in fact than it has in Canada.

The answer it has found to attracting retail deposits affordably can be summed up in one word: service. All TD’s marketing efforts revolve around positioning itself as “America’s Most Convenient Bank” – a phrase which it has registered.
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TD stores (significantly, it doesn’t call them branches) are open 50% longer than the competition – and they’re open on Sundays, too

· Locations are carefully sited to exploit high traffic areas, paying particular attention to drive-through access for ATMs

· The bank rewards children with cash payouts for reading books

· Customers’ kids have colouring books while their parents are in line – but TD works very hard to make sure those lines are short. Even customers’ dogs aren’t forgotten: water bowls are provided with the bank’s blessing

· It supports local sports teams

· Researchers call 800 customers every night to assess their experience of TD
· Staff play a crucial role: a special unit focuses on identifying and publicly rewarding employees who have gone the extra mile to take care of customers

The importance of trust isn’t neglected, either: the last issue of The Edge described how confidence in banks has taken a hard knock over the past couple of years. In response, TD emphasises its claim that it is “One of the only banks in the world to avoid write-downs due to the sub-prime mortgage market and is one of only seven banks worldwide to have a triple-A rating from Moody’s.”

So how have all these efforts worked out?

· TD has built a war chest of $128 billion in deposits

· It believes it has a far higher share of deposits than its share of branches would suggest – and in some parts of its network, says it enjoys 50% more

No question, TD benefits from the conservative approach of Canadian banks and regulators: this gives it a platform of financial strength from which to sell itself to wary customers. But it clearly also benefits from having a single-minded focus, a sharply-defined strategy to achieve that goal, and careful execution of the strategy.








The lessons of the TD experience are straightforward – though perhaps less frequently put into practice than they should be. Whether your challenge is to build retail deposits, improve cross-sell performance (TD’s next goal), or boost card acquisition, there is no substitute for the clarity of approach set out in the chart.

What is your goal going to be?
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Innovate,


motivate staff








EXECUTION





Reach, diligence








RESULTS








ACHIEVED: $128 billion, superior share








