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In the past, a competitive
—_— analysis consisted of looking
over the other banks in your
geographic market.
ﬁ Today, updated assessments
need to include national insti-
tutions as well as Internet

companies and nontraditional

% % financial services providers.

Competitive Intelligence

icholas Vaglio has a lot of competition to
analyze. As the vice president of market-
ing for Wachovia’s commercial banking in
a five-state area, he’s working with the
image of “the big bank with the hammer.”
Yet, his toughest competitors are actually
the litde banks who, besides being
entrenched in the local community, “can
afford to spend a 100 percent of their
budget in their own neighborhood.”

“Look in the newspapers weekly and
you'll never see us,” he explains. The
community banks consistently use the
weeklies, while the regional banks adver-
tise in the major dailies. Neither one has
to worry about getting advertising mes-
sages out to distant states.

Vaglio has watch over 100 communities
in New Jersey, New York, Connecticut and
Delaware. Among the competition, he
numbers also the super-regional and larger
financial institutions. And he’s looking over
his shoulder at the nontraditional finance
companies, such as GMC and others.

“Merrill Lynch has been making a con-
certed effort to add on commercial rela-
tionship managers and is becoming a seri-
ous competitor,” claims Vaglio. “On the
small-business side, American Express has
been hiring good folks away from com-
mercial banks.”

Despite Wachovia’s considerable
resources, Vaglio feels compelled to contin-
ually update his own competitive analysis.
The bank’s $410 billion in assets are spread
over a thousand dynamically different com-
munities, and “You'd need a small army to
focus on all of Wachovia’s competition.”

As part of his analysis, Vaglio gathers
both historical and empirical data, looking
at patterns. The larger the bank, he says,
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the easier to get information, especially if it's public. He offers
these tips about conducting a competitive analysis:

Look at analyst and management presentations for a “point-
in-time snapshot.”

Glean from websites
Pay attention to news and new hires.

Make sure youre talking to your competitor's customers,
because, “They’re contacting yours.”

Also, gather anecdotal evidence from current employees and
ex-employees of other banks. Pricing information, for example,
may be readily available oft the Internet, but he’s found that true
pricing really happens at the negotiating table.

Complexities of competitive intelligence

Identifying the competition used to involve looking at banks
located in your geographical market. That's all changed with
deregulation and technology.

“Not only do banks have to look at the traditional set of local
competitors,” cautions Keith Stock, vice president of the New
York-based financial services consulting firm Capgemini, “but to
look at the national providers of products like credit cards and
mortgages, and Web-enabled brokers that are, in effect, a clear-
inghouse for products and services.”

Increasingly, banks have to watch the nontraditional partici-
pants in the financial services areas, like the Wal-Marts, Merrill
Lynches, Schwabs and State Farms.

Compiling the competitive research requires constant vigi-
lance on the part of banks, both large and small. Stock calls it
strategic management. If you're a strategically managed bank,
your business managers are assessing competitive activity on a
daily basis.

Define strengths and weaknesses

Good competitive intelligence (CD is invaluable for
enabling your bank to spot strengths, weakness and opportu-
nity among competitors. You should view these across a
broad spectrum, including distribution capabilities and prod-
uct dimensions.

“A micro-level understanding of product features is some-
thing to compare the bank’s own product features with,” says
Stock. “Then examine the extent to which a difference in price
might actually help gain share or put you in a position to lose
share of new business.”

What about their delivery? Find out how your competitors have
set up operations to actually provide products and services.

“From a competitive standpoint, that has many implications on
where you make investments,” explains Stock. “If you choose to
organize around the customer, for example, you invest in things
like customer databases and cross-sell software.”

Fill the gaps

Uncover the gaps created by what other banks are emphasiz-
ing or de-emphasizing in terms of serving the customer to find
your upside opportunity. It’s probably best to just observe the
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nontraditionals, at first. If they can make a business out of it, then
emulate all or parts of their strategy.

“Most banks are followers in their strategies and there’s noth-
ing wrong with that,” claims Stock. “It’s typically a cost-effective
approach to competitive strategy and less risk as opposed to
launching a new business or launching a new configuration of
a product, especially if it's already been tested by someone in
your own or a parallel market.”

Pro tips on competitive analysis

Companies like Capgemini can provide proprietary market
surveys to help banks target and analyze the competition.
Although many community and regional banks often don’t have
that type of research in their budget, they still need the informa-
tion. So “you figure out ways to get it and customize it to your
size institution,” recommends Linda J. Bishop, president of
HavrillaBishop Marketing in Lancaster, Pa.

Bishop shares some “down and dirty” competitive intelligence
secrets from her days as sales and marketing director of a bank
with over $1 billion in assets, serving over 20 local communities.

Gather anecdotal evidence
from current employees and

ex-employees of other banks.

Identifying the competition

used to be a matter of look-
ing at banks located in your
geographical market. That's
all changed with deregula-

tion and technology.



pm= 1. Do a market-share analysis
Use the FDIC Institution Directory (ID) for online access to
financial and structural information on most FDIC-insured
institutions.

Sort market-share data by zip code, town name or county. It
will list the holding company and all the branches and give
deposit market share.

Total the deposits per branch and you've got marketplace
- deposit totals. Then calculate the percentage of market share
for each branch.

“We'd track for three years running and look for increases or
decline in deposits,” she describes. “It gives you a feel for how
your bank compares to the market.”

Based on who’s winning and losing percentage, you can plan
your strategy to gain share or maybe start a retention program.

“After we did the analysis, we'd find that in some markets we
were so well established that our strategy was to increase shap
of wallet and then retention to keep the customers.”

o

Make sure you're talking to
your competitor's cus-
tomers, because, “They're

contacting yours.”

G y .
‘Intelligeiice
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2. Create a competitive overview.

Assemble detailed information on your competitors and
build a file.

Get their annual report and look at the year in review, so
you can watch the trends.

Get a copy of the fee schedule.

Collect information from the website. Are they opening
new branches or adding products, locations and hours?

Read their news release sections or try LexisNexus and PR
Newswire news.

Open ghost accounts to get a sense of how they treat
customers. You'll also receive direct mail specials and
sample statements.

3. Develop a competitive grid.
Determine what you think is their competitive positioning.
Are they leaders in cost or a high-end provider that competes
on relationship? Add rates and fees, strength of branches,
weaknesses.

Lay our your bank’s competitive advantages.

“With a grid you look in the market and say who's the
biggest,” explains Bishop. “Then decide whether to add product
or change pricing or something else to compete against them.”

4. Perform weekly monitoring.
Conduct rate surveys, mainly by calling competitor
banks for rates.

Do weekly ad summaries by gathering the competition’s
advertising in print and direct mail.

A weekly ad and rate summary lets you know how the
competition is doing so you can make predictions and guard
against losing market share. You can also prepare the branch
staff for questions about the competitions’ promotions.

5. Conduct a share-of-voice summary and analysis.
Determine your share-of-voice in advertising relative to the
competitive environment with the ad summary information.

Create a pie chart that records how many times an ad ran,
where, etc.

Show total amounts of ad outlets and ads and determine
which bank has the biggest share.

Track this information quarterly and keep it in the com-
petitive file.

1. Collect anecdotal evidence.
Hold qualitative feedback sessions during regular sales

meetings with relationship managers.

Ask the branch managers and staff what they’re hearing
from customers.
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Increasingly, banks have to
watch the nontraditional
participants in the
financial services areas,
like Wal-Marts,

Merrill Lynches, Schwabs

and State Farms.

After gathering all this intelligence, what did they consider to
be the biggest threat?

“We didn’t see a big threat from insurance companies or cred-
it unions, but State Farm is out there, and there were times we
were losing to the brokerages,” she admitted.

Hudson Savings Bank

Ken Simms is the vice president and director of marketing at
Hudson Savings Bank in Hudson, Mass., on the western edge of
the Boston banking district. He sees the primary retail competi-
tion for his bank, with four branches and $550 million in assets,
as other financial institutions. Brokerages and financial advisers
are considered in competition with the bank’s trust department.

He defines his competitors in a couple of different ways. First,
is by looking at the peer group analysis contained in the
Massachusetts Bankers Association quarterly research data.

“There are eight of us our peer group, ranging between $230 mil-
lion to $1 billion in assets,” he says. “That helps us measure where
we are in terms of assets, loans, deposits and financial ratios. We
can also measure return on equity and efficiency.”

The other way the bank defines itself is to “observe those who
serve the people we serve” and then try to differentiate itself.

“We're a community bank and a mutual savings bank,” he
says, “and that's who we work against — credit unions, mutual
community banks, etc.”

As for the nontraditional competition, he admits that the cred-
it unions are the most difficult, due to rate advantages. However,
“We try to set up relationships with insurance agencies and so
forth, not to do business with them, but to make sure we don’t
step on each others toes. They may be customers of the bank.”

To conduct competitive analysis, Simms compares by all the
basics like deposits and loans. He also does the following:



Keeps track of marketing and collateral by either entering
branches or opening accounts.

Walks in and hangs out see if anyone in the bank branch that
claims to offer “superior customer service” wants to talk to

him.
Tracks trends to determine who's doing better or worse.

There is often competitive opportunity surrounding mergers
and acquisitions, and Simms suggests stepping up visibility with
window posters, improving in-branch merchandising or increas-
ing the frequency of print and media schedules.

“You just have to find your message and keep selling,” he
says. “But if you don’t have a consistent message, a merger is
not going to help you.”

Aliant Bank

Besides the many hats she dons as marketing director of
Aliant Bank in central Alabama, Faith Black has to think compet-
itively in the Tallapoosa, Montgomery and Elmore counties
region plus the Birmingham region.

“Given our three very different regions, we have to get real
creative,” explains Black. “I'm constantly doing loan and deposit
analysis for all of our markets regarding who has the shares,
who'’s growing and who'’s not and how that effects us.”

Besides “rubbing elbows and shaking hands,” she compiles
all competitor’s print ads and relies heavily on FDIC information
for competitive analysis.

Says Black, “We are in the process of building a database for
competitive analysis on the commercial side of the house. If our
commercial lending relationship managers come up against a
lender with a great product, rate — anything — we put it in our
database and sort by competitor and use the information for
future relationship building.”

Aliant has a 50 percent deposit market share in Tallapoosa
County and a 12 percent share in Montgomery and Elmore
counties. In Birmingham, they have less than a 1 percent deposit
market share, but are the third largest residential construction
lender in the area.

“Our residential construction team grows and retains business
because of relationships with builders in the area,” she explains.
“Through a very talented staff, we have developed a niche in
Birmingham. Our marketing focus in this region is more on
growing consumer and commercial relationship banking.”

Good competitive intelli-
gence (Cl) is invaluable
for enabling your bank to
spot strengths, weakness
and opportunity among

competitors.

Birmingham branch sales manager, Crystal Tennyson has a
couple of competitive tactics, such as sharing ideas at Rotary
meetings and dropping in to shop other banks. But the majori-
ty of her information comes from customers.

“Most professional business owners keep up with the market,”
says Tennyson, “and will let you know if someone else is offer-
ing a better deal.”

Aliant is planning five new branches over the next ten years in
Birmingham, and relies on Bancography’s branch planning soft-
ware to conduct branch mapping and market share of competitors.

“Sometimes institutions desire consulting services in addition
to the software,” explains Kimberly Clay, director of marketing
research for the Birmingham-based Bancography. “During this
type of network optimization project, we probe the client about
competitors. Based on the area a bank plugs in, the software tool
will tell you what kind of returns you can expect. Then we layer
on the competitors that you've identified to us, showing you the
optimal market zone. But of course your biggest competitor may
already be in the market.”

For some banks that's reason enough to park next door, says
Clay, still others want to avoid that market altogether.

“They’ll even say ‘we compete well in retail, but in business
banking, they clean our clocks, so let’s just do a retail branch,””
she explains. “It’s amazing to learn who they feel their competi-
tors are, and how emotional they feel about them.”

As for the nontraditional competition, credit unions pose per-
haps the most challenging threat.

“They’re an issue in small towns and I'm not sure how to tack-
le that one yet,” she admits. “Putting rates in the newspaper is
effective, every one reads the paper in a small town.”

As insurance companies, brokerage firms and credit unions
become more prevalent in Aliant Bank’s three regions, compet-
itive analysis and strategies will have to change. Although Aliant
does not currently offer insurance, developing business through
multiservice relationships—such as mortgages and investment
services—is still the main focus of all marketing efforts.

“It's all about relationship at Aliant Bank,” Black states. “If a competi-
tor hooks a customer into a few accounts, we lose relationship.” W

How useful was this article?
Please use the postage-free
Reader Opinion Card provided
in this issue or leave a message
at (202) 663-5075. You can also
send comments by e-mail to
walbro@aba.com.

I Janet Bigham Bemstel specializes
in writing about marketing and financial
services industry issues. She works in

Jupiter, Fla.
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