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The Challenge Facing Financial Institutions

Under good and challenged economic conditions, financial institutions
face challenges to acquiring new account relationships

Understanding how traditional consumer acquisition is affected by changed needs
may help inform strategies to impact continued, organic growth

EMPLOYMENT-DRIVEN
BEHAVIOR

MORTGAGE-DRIVEN
BEHAVIOR

CONFIDENCE-DRIVEN
BEHAVIOR

A new job is typically a
primary event when people
change financial institutions

Fewer new mortgages has
meant fewer new member

Consumer anxiety affects
willingness to concentrate
savings in one bank or
credit union
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The Challenge Facing Financial Institutions

Reducing attrition may drive relationship expansion and net growth more
cost efficiently than replacing lost accounts with new ones

Retaining members is a critical lever credit unions can use to sustain net account

growth in any economic environment

Net New
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Existing
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Existing
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New

Member
New

Member

Annual Primary Account Growth

Attrition

Attrition

Source: [1] CFC; BAI, 2008.

Improvement
in account
retention

A Banks typically lose entire
relationship of 10% - 12% of
households each year*
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Back to Basics

The share draft account is at the core of the relationship between
the member and the credit union

A strong core with a total member view is key to understanding their value and
their potential

Shortage of funds?

Salary Payment

Share Draft

Excess of funds?

Account
Long Term Medium Term Short Term ATM/Debit Short Term Medium Term Long Term

Check ;

Mortgage ( Personal ( Line of ( Electronic Transfer : Savings ) CDos ) Investments
Loan Credit, : Direct Debit :

i : : Bonds
Credit Card Online Bill Payment : - :
Mobile Payments
Buying a house Buying a car Clothes Food, Bills, Clothes Holiday School fees Retirement

ENGAGEMENT / PROFITABILITY
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Know Your Members

The first step is to know more about your members

Segmenting your member base
can help to better understand current

performance and future potential
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Know Your Members

Look at how members use their share draft account and at how they
access their money

Analyzing account engagement and payment channel preferences may help inform
behavioral change strategies that drive deeper and broader relationships

ALL MEMBERS

Degree of engagement with the account

Share
Draft Degree of relevance
Account
Attitude
; ............................................................... v v ............................................................... v
New
Segments NON-PRIMARY > PRIMARY

Degree of engagement with the Debit Card/POS

Preference for ATM/Cash or Direct Debits
Payment

Channels

Preference for Check

Branch

v v v v
Debit Card
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Deploy Strategies

Three strategies to turn the insight into action

The migration path from non-primary to primary relationship

Strategy 1

NON-PRIMARY

Quality assurance processes, specialized retention unit, monitor behavior changes to prevent attrition

Saving products,
Money Market

Engage the
member

through up-
sell and
cross-sell

Strategy 2

Online banking, RP,
Direct Deposit

Online banking, RP
Rewards Progams

Insurance, Retirement,
Mortgages, Loans

Educate to overcome barriers

Improve
performance
through

Stimulate ATM card usage as a first trial

Promote electronic micro-payments

increased
debit card
usage

Strategy 3

Educate to overcome residual barriers

Low Debit

Card Users Test to understand level of sophistication/interest in debit

Card Users Maintain current levels of engagement
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Deploy Strategies
An enterprise perspective of the member relationship may help to
anticipate those at risk

Strategy 1
The migration path from non-primary to primary relationship
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Deploy Strategies

Cross-sell and up-sell strategies are different for each segment and

designed to engage members more deeply

Online banking, RP
Rewards Programs

Insurance, Retirement,
Mortgages, Loans

The migration path from non-primary to primary relationship
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Deploy Strategies

Increased payments utilization may improve member engagement,
performance and create inertia

Strategy 3

The migration path from non-primary to primary relationship
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Deploy Strategies

Increased debit card engagement and usage may improve portfolio
management capabilities and help meet business objectives

Strategy 3

A shift in behavior using debit card at the point-of-sale instead of using cash
provides valuable insights enabling more efficient and tailored relationship

expansion solutions

Heavy ATM user, Low POS user

Heavy POS user, Low ATM user
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Source: MasterCard Advisors analysis
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Conclusions

Seeing the big picture may lead to lifetime member value
and sustained growth

The historical drivers of account switching -
are changing along with what consumers want
from financial institutions

Today, generating net account growth is about
nurturing commitment and engagement
among key consumer segments

Credit unions that want to build long-term
relationships that are both broad and deep will
use tools to understand the probability of that
customer moving up the value chain

Only with such consumer insights can the
credit union pursue the cross-sell and up-sell
strategies that will help achieve sustained
growth and account retention
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