


Times

As the economy continues
to change, the role bank
marketers play is also
evolving. Marketing officers

must develop new strategies

to keep the bank strong

and productive and these

changes won’t be easy.
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“Marketing can play a critical role by marrying itself with finance,”
Rich Weissman, president and CEO of DMA Corporation, said.
“Typically, finance and marketing have been two separate silos.
And what’s happened is because these two silos have not integrated,
they have not truly seen how the roles of marketing and sales
are impacting the income statement.”

Traditionally a bank marketer’s role focuses on growth and
activity based on opening accounts, acquiring new customers,
increasing market share and ultimately building the balance sheet.
But as times change, so does the role of the bank marketer. In
order for a bank to survive in this turbulent economy, marketers
must shift the way they operate and evaluate very specific areas to
see how they can help the bank be more productive and efficient.

“Bank marketers have been running around pushing volumes
and haven’t focused on what the relationship between those
volumes and income is,” Weissman said. “Marketers need to say,
‘we can no longer strictly be in the volume activity and balance
sheet growth business. We have to be in the business of managing
profitability.”’

Profit risk is a tool that marketers can use to measure the
concentration of the income statement based on five key factors
including relationships, product concentration, markets, branches
and officers. “In order to truly become marketers in the financial
services industry in this next millennium you’re going to need to
start embracing accounting, finance and profitability measurement
as part of the marketing mix,” Weissman explains.

By evaluating the five factors of profit risk, the bank can
determine where their earnings are coming from. “If I'look at
my entire customer base, I can determine how much of my
income is derived from a particular set of customers and question
if that concentration is too high and places my bank at risk,”
Weissman explains.

The same goes for bank’s markets, branches and officers. “When
I'look at officers who are responsible for managing customer
relationships and I look at the portfolios for the customers they
are responsible for, and I look at the sales they’re making relative
to the profitability to what those sales are generating; then I ask,
is my profitability concentrated in just a handful of officers?”
Weissman said.

Weissman says what frequently found is incredibly high
concentration of the income statement in only a handful of
relationships, products, markets, branches and officers. “If all you
do is look at the bottom line, you won’t see that. You’ve got to
work through the details and break it down. And when you start
to do that, you can see if you're putting your bank at risk,” he said.

And once the bank identifies on where they need to put more
focus in these five areas, they’ll know where to better focus their
marketing. “Continuing to do what you’ve always done in the
same way won’t get you there. You have to truly start to think and
do things differently,” Weissman said.

First, marketers can start to price products differently. They
can start to look at pricing models based on profitability rather
than picking prices by looking at a sheet of competitors’ prices.
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“They truly get into the details of profitability dynamics and
understand what their break evens are, understand what it takes
in order to ensure that a product or product line is profitable and
begin to price in different ways,” Weissman explains.

Marketers can also look at branches and understand the dynamics
behind why one branch is profitable and another isn’t. “Maybe
there are differences in staffing and maybe you need to downsize
one particular location because the market and customer base
doesn’t warrant those expenses,” he says. “You can start to look
at officers and develop incentive plans that are profitability-based
rather than incent sales people to sell for volumes. Incent them
to sell for profitability. You can start to target those relationships
that are highly unprofitable but have potential for profitability
and move them up.”

Avoid the silver bullet approach. Meaning, don’t look for just
one product that’s going to save the bank. Don’t try to find the
one solution, it’s about diversification and dispensing income

among multiple products, not just one.

And avoid pricing haphazardly. The bank must think through
the pricing model and truly understand the dynamics behind
pricing. It’s important to price products accordingly to make the
bank profitable.

Although many of these concepts may be new to bank marketers,
in the end the bank will benefit greatly from these new procedures.
And there’s still time to begin to evaluate profit risk at any bank.

“When you minimize profit risk we find income goes up.
Because bank marketers have focused so heavily on volume
marketing, they truly have missed opportunities and what they
begin to learn as they go through this journey into profit risk, is
that it’s not just about minimizing risk, it’s about maximizing
profits,” Weissman said. _j

Don't miss Weissman'’s presentation at the MBA Bank Marketing Conference
April 30 at 12:30 p.n. at the Park Place Hotel in Traverse City.
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