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Simon-Kucher & Partners at a glance

#1 Pricing Consultancy

World leader in giving
advice to companies
on how to price their

products
BusinessWeek

Pricing strategy ,,
specialists

The Wall Street Journal
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The world’s leading
pricing consultancy

The Economist
In pricing you offer ,,
something nobody
else does

Peter Drucker

Pricing projects
completed in the last 3
years alone

Strategy professionals
in 29 offices worldwide
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Credit Suisse
Deutsche Bank
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Erste Bank
First direct

GE Money Bank
Goldman Sachs
HSBC

Julius Bar
Lombard Odier
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Strategy & Marketing Consultants

Recent Financial Services clients
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Postbank

Rothschild

Sal. Oppenheim

SEB

SIX Group
Scotiabank

Société Générale
Sparkassen

UBS

Union Investment
Volks-/Raiffeisenbanken
Western Union

West LB

Wdstenrot
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SIMON ¢ KUCHER & PARTNERS
Bank of the future vision — Let’s be like Apple! Strategy & Marketing Consultants

Apple is a champion of price and product excellence. It is the most valuable company in the world.

$18bn profit (highest quarterly profit of a company in history)*
+37% profit growth year over year*

Earned more than $8.1m revenue every hour*

Increase in shareholder value: 270x (1984-2014)

1

iPad iPhone iPod shuffle iPod nano iPod classic iPod touch
From $499 From $99 From $59 From $149 Just $249 From $199
Willingness Customers The The online

Apple created a consistent price

to pay for the start to innovation shop and
and product system. Customers . :
o next product ignore power online
who bought their first iProduct . . . .
increases competing protects configurator is
soon want to buy the whole set . )
: after lock-in products against a very good
(perhaps in the same color)! :
) to the and price platform for
That’s loyalty! : )
system! prices! wars! cross-selling!

Source: Simon-Kucher & Partners, *Apple’s latest quarterly results (Oct-Dec 2014)
FS Forum - The End of Free Banking



SIMON ¢ KUCHER & PARTNERS
"We are a low involvement product”... so? Strategy & Marketing Consultants

Gillette has been able to constantly innovate their razors...and increase prices by more than 100%.

frd

Sensor Fusion

Excel Sensor 3 Mach 3 M3 Power Fusion Power
"1G" "2G" "3G" "4G" "5G" "6G"

Blades 2 i 3

Electric — — — [ ] — B

Trimmer — — — — [ ] [ ]

Price AL €7.99 €9.99 €9.99 €14.99 €15.99 €19.99
launch

Source: Simon-Kucher research

FS Forum - The End of Free Banking 4



SIMON ¢ KUCHER & PARTNERS

"We cannot differentiate”... rea"y? Strategy & Marketing Consultants
Weber charcoal grill Weber charcoal grill
"One Touch Silver" "One Touch Gold"

Product
difference:

} Ash tray

Value difference:
Convenience

Price: Price:
$99.70 $159.70

For some customers an ash tray is worth 60% ($60) more.
The cost of production is single digit

Source: Simon-Kucher research

FS Forum - The End of Free Banking 5



SIMON ¢ KUCHER & PARTNERS
Another thought on Weber... Strategy & Marketing Consultants

Aha... s

FS Forum - The End of Free Banking 6



SIMON ¢ KUCHER & PARTNERS
"We are a CommOdity". .. SO? Strategy & Marketing Consultants

an A% a

Oown Staedtler Faber "Perfect Pencil"

Brand £1.14 Castell £38.00
8p £2.00
= 5design awards “ And we thought
= Anti-break system it was tough to
= Prices 25x own brand defend prices for
= Staedtler / Faber market share c. 45% banking services ,,
/

Source: Simon-Kucher & Partners research

FS Forum - The End of Free Banking 7



SIMON ¢ KUCHER & PARTNERS
“Think it can’t get worse"... Strategy & Marketing Consultants

Other industries show how to successfully differentiate and price for "value".

()
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b¥

.74
=
4]
o
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-
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£0.01/litre £0.50/litre £1.55/litre £4.52/litre

Source: Simon-Kucher research

FS Forum - The End of Free Banking 8



Hard facts paint the same picture... T o m—

Simon-Kucher 2014 Global Pricing Study Strategy & Marketing Consultants
~1,600 managers surveyed Only 23% of products in the banking and financial
from all major industries services sector meet their profit target

¢.200 from VAL - 33% of companies in the banking and
banking financial services sector did not meet
ﬁggncial profit expectations with a single new
services product
Share of products
= Consumer goods & retail v
. ) ) Increased price pressure
= Banking and financial
services Average realisation rate for all price Almost three quarters (73%) of banks
= Building/construction increases amongst banks vs. plan is have experienced higher price pressure
only 34% vs last year
Machinery Why? Top three reasons *
75% Customers are
_ 5 649, ©68% more informed [ 520
= Automotive oQ Avg about prices than
S § 349, ever 4300
Wholesale & distribution g 29% We offer a I ’
N 3 15%
'?.T} = commodity product
~ [ 33%
Tt " 0% 10 3% > 3% to 5%> 5% to 10% 10% to 20% > 20% Low price
ultiple responses possible. 1t
Sourge: Sirr?on-KucEer & Parters Global Pricing Study 2014 % planned price increase Competltlon

FS Forum - The End of Free Banking 9



Non-banking competitors: Alternatives to banks begin
with one offer and expand to meet wider needs

American Express prepaid cards

AMERICAN EXPRESS

3759 87165%3 21001 59 8T8
PREPAID
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Prepaid Card

PayPal P2P payment services

 PayPal p

FS Forum - The End of Free Banking

SIMON ¢ KUCHER & PARTNERS
Strategy & Marketing Consultants

American express launches
Bluebird: A prepaid card with bill
payment and direct deposit
capabilities = a current account
in all but name

PayPal launches debit card:
PayPal customers can now
access their money using a debit
card, while also receiving 1%
cashback on any spend

10



Payments: Apple introduced its own payment system e m—
with the iPhones 6 and Apple Watch Strategy & Marketing Consultants

Simple to use:
Customers pay for goods

_ and services using their
Online payments chosen card stored in their

express checkout

g A4 N O
CHASE ‘

for vendors, such :
reedom as Uber an(’j passboqk and their
f " OpenTable, can fingerprint
MISA tbheec;?bp:jts:dwa = Appeals to customers:
ApplePay 43% of US and UK
checkout feature consumers with Apple
products said they would
bank with Apple

= Strong expansion in the
US: Apple has now

Using NFC partnered with all major

technology, users just banks and card issuers in

hold their iPhone near the US, including major
the contactless reader regional banks

with their finger on
Touch ID

= Expected to launch in
2015: ApplePay has set-
up a London-based team
and is currently in
negotiation with major
banks

FS Forum - The End of Free Banking 11



Call for Action: If banks don’t want to become
obsolete, they need to deliver on three dimensions

SIMON ¢ KUCHER & PARTNERS
Strategy & Marketing Consultants

Price for value

Understand value Deliver & communicate

S

= Needs, not products matter = Offer more value to set you = Measure customer price

apart from competitors, e.g. elasticity
= Understand your customers’

motivations

= Segment the customer base
based on preferences and
behaviours, not demographic
profiles

FS Forum - The End of Free Banking

Cash management
solutions

Help customers understand
and manage finances

Provide convenience
through mobile technology

Ensure customer centric
presentation of your solutions

Rethink interest and fee
structures

Use behavioural pricing to
pull on emotional drivers

12



Understand value: SIMON ¢+ KUCHER & PARTNERS

Value means different things to different customers Strategy & Marketing Consultants
Value based segmentation: Value mapping:
Research your customer’s underlying needs to really Prioritise product development initiatives based on what’s
understand what they want and what motivates them to important to priority segments and on your specific
buy strengths and weaknesses
Higher Competitive Competitive
importance disadvantage advantage
e © ?
3 00
g C
6 @
: © oo
2
5 © 6o
< @
. 00 O
I |
| Technology 1 Comfortable
enthusiasts I and stable = Lower "Over-
> 2 : importanc "Consistent” performing"
= % ! Rate <9 e
o £ : sensitive ¥ Lower 9 Higher
3 A spenders ' performance Relative performance  peformanc
n ‘ vs. the market
- Living on the : Xf;lrj‘ii Vi €
: edge ’ | advice A @ Feature 1 @ Feature 3 @ Feature 5
e ___ I @ Feature 2 @ Feature 4 @ Feature 6

FS Forum - The End of Free Banking 13



Value based segmentation: Research your customers’

underlying needs

Identity Sl Discounted Quarterly ,
cheques . Int’l / travel
Theft book premium paper ackage
Protection creditcard statements P 9
orders

Gender °
Region

Employment

Status

Research
Segmentation
Account Type

Savings Account
Balance

Credit Card

Spend e
Investable Asset

Value
Relationship

Significantly below

ignificantly

Above avg. above avg.

Bel .d d
elow avg. deman demand

Average demand

avg. demand

Source: Simon-Kucher analyses

FS Forum - The End of Free Banking

SIMON ¢ KUCHER & PARTNERS
Strategy & Marketing Consultants

Example insights:

1) Customers in particular
regions have a relatively
high demand for the
international/travel
package

2) Heavy card users have
significantly above average
demand for discounted
premium credit cards

3) Customers with high
investable asset volumes
have an above average
demand for identity theft
protection

Key takeaway

-> Understand your
customers and tailor your
product offerings to meet
the needs of different
segments

14



SIMON ¢ KUCHER & PARTNERS
Strategy & Marketing Consultants

SKP Project Example

Tomorrow. Cash flow focused

Rethinking your value proposition: From current
account product to cash flow management solution

Today: Transaction focused

Tx1 Tx2 Tx3

C/A1 CIA 2 C/A 3 C/IA 4

Unlimited Access

Payment Eco-System

-
Debit Prepaid Mobile ATM Phone

X

Credit Online Email Branch Text/SMS

= Bank-centric
= Transaction oriented

= Behaviour influenced by acct
structure

FS Forum - The End of Free Banking

Customer-centric
Needs oriented
Cash flow management

15
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Deliver & communicate value: Cash Flow Management
Provide services that address key needs of customers

Automatically setting aside money for direct debits:
Think Money splits out regular commitments before
transferring remaining cash to a “card account” for spending

Simon-Kucher survey: B8 Yourincome
“This would really set - : 3 il
my bank apart!” '

n Your commitments

s

a Your cash

45% :
The remaining funds are moved into »
your ‘Card Account. Use your

thinkbanking Debit MasterCard to
access them.

Waiving foreign transaction fees: Sparkasse’s Gold
account targets regular travellers by waiving foreign
transaction fees and providing travel insurance

Simon-Kucher survey:
“This would really set

19 Motivkarte Reisevorteile
my bank apart! PE— .
MasterCard = Customers can choose an * Travel insurance
Gold attractive picture fromthe = Overseas healthinsurance
catalogue

X * Overseas breakdown recovery
do— o = Oreven anindividual can print

:,,.WD 0 motifon the credit card e

S Foreign cash

* Free cashwithdrawals abroad

(saving potential: Mind €5 per
reference.)?

39% Preis:
6,-€p. M

Source: Simon-Kucher UK current account survey 2012

FS Forum - The End of Free Banking

SIMON ¢ KUCHER & PARTNERS
Strategy & Marketing Consultants

Seven-day grace period: Société Générale provides a
“peace of mind” insurance that lets customers go up to €500
overdrawn for up to 7-days

Simon-Kucher survey:

“This would really set ’{)
my bank apart!” il
I Enbref

En détail

Tarifs

41% Exemples

Piano,

une exonération totale ou partielle d'agios sur vos
découverts passagers

Complément de votre Facilité de Caisse, Piano est la formule idéale pour
réduire, voire SUDPRimer vos agios lorsque votre compte est a découvert.

Souplesse en cas de découvert

Un forfait dexonération d'agios équivalent a une utiisation de vatre facilité de
caisse 3 hauteur de 460 EUR pendant 7 jours consécutifs ou non par meis
calendaire

Les agios ne sont comptabilisés qu'au-dela de cette utilisation

Tranquillité d’esprit

Prise en charge des frais d'opposition survos cheques perdus ou volés
Frise en charge du remboursement de votre découvert en cas de décés
I, dans la limite de 4 000 EUR

Rewards and cashback: Credit Suisse’s Bonviva range

provides greater loyalty point earning power for a higher
monthly fee

Simon-Kucher survey:
“This would really set

my bank apart!”’ Sivor

Bonviva Banking Package

T oner THE FIRST YEAR AT HALF-PRICE! THE FIRST YEAR AT HALF-PRICE! THE FIRST YEAR AT HALF-PRICE!
Therestter. CHF 16 per month Thereafter: CHF 40 pe month Thereatter. CHF 80 pe month

{4 Rewerds shn

56%

16



Deliver & communicate value: Transparency need T am—

Examples for money management tools Strategy & Marketing Consultants
N[ 7 : . : :
;lEExample 1 Example 2: Example 3: Example 4: _
Barclays PNC Bank M&T Bank Bank of America
A backward looking tool A forward-looking tool that ~ M&T offers access to an Bank of America customers
that helps customers helps customers plan their  outsourced solution can download Quicken
categorise and track their future finances provided by FinanceWorks = money management
spending for 99¢ per month software for free

Combine Online Banking with your Quicken
money management software

Barclays Current Account B
£221590 £5200.00 £2,00000

m

Barclays Current Account

Sun 2Mvid v End BNovId v I
Barclaycard Platinum
£35015
Savings Account v ‘«

E-sanings '
-

Current Accourtt

Customers allocate

money to scheduled

payments, spending,

reserve, a savings

types
account

Set and track
budgets according
to different spend

FS Forum - The End of Free Banking 17



Deliver & communicate value: Transparency need T m——————
PNC enables pro-active money management Strategy & Marketing Consultants

Quinuatwates [ T @ PNC achieved significant
current account growth

Available balance split by scheduled
payments and what is actually free

PNC current accounts

CAGR: 7% »>6.6m
5

Customers’ reserves are tailored to
individual savings goals

mmm;o&molz i B siane | I 5.8m
sl RO EOU oll ool RO 5.5m
o ""“’&D S Customers see scheduled ;
: R e ruary .
payments and their m

Total Schedule It i 12 p ayd ay
[Tronsier o=ey [T : ‘ J

(e " e | 2 B W
o |t Quiriawallet [ IRFORRAE 8
20 2 22 $93.80 S 2 25 2
|

2009 2010 2011 2012 2013

Electric B
Schoduled Ot ke

ot Phose B4 | e p— —
Schoduied Ot for CEEITS QEEITY) CEEEDX

Rent

Scheduled Out e - $105.00

Total Future Sel - s6136 J- 461004 o 25.00 J]+  Payday |
® s

Customers see how
they’ve spent money
over the last seven days

FS Forum - The End of Free Banking 18



Deliver & communicate value: Convenience need

Provide more mobile convenience to your customers

N L7 .
=< Barclays: |
Mobile cheque deposit

With recent UK regulation changes,
Barclays is now piloting Mobile Cheque
Deposit

1 Pay in Barclays cheques with
# Mobile Cheque Deposit

Deposit a cheque into your account using the Barclays
8 Mobile Banking app

1 Customers no longer have to
visit a branch to deposit
cheques

FS Forum - The End of Free Banking

Southern Bank:

Picture Pay

Southern Bank allows customers to pay
their bills instantly by taking a picture of
the bill

Picture Pay:

There's no need to write checks when you have picture pay. Snap a photo of your bill, select the
account that you would like to use, and our team will take care of the rest

Customers no longer need to
enter the payee’s account
details and their own reference
number, these are
automatically captured

SIMON ¢ KUCHER & PARTNERS
Strategy & Marketing Consultants

B Postbank:
Financial Assistant

Postbank has simplified mobile
payments even further by using voice
recognition technology to accept
payment instructions

5.314,05¢
e®

ners > Mobile Services > Postbank Finance Assistant

Simple, intelligent, comfortable - and listen to every word

Life is complicated enough. Well, that Mobile Banking and financial management are so simple. The
Postbank Financial Assistant, the free app for Apple iOS, Android and Windows, you keep playing easily
keep track of your finances. At any time and at any place.

I Paying friends and family is
now even easier, with the
voice recognition technology

19



Deliver & communicate value: Convenience need

Bank dictation already exists, but can it one day
become atrue personal assistant?

What exists:
Postbank Financial Assistant

Postbank has simplified mobile payments
even further by using voice recognition
technology to accept payment instructions

ners > Mobile Services > Postbank Finance Assistant

Simple, intelligent, comfortable - and listen to every word
Life is complicated enough. Well, that Mobile Banking and financial management are so simple. The

Postbank Financial Assistant, the free app for Apple i0S, Android and Windows, you keep playing easily
keep track of your finances. At any time and at any place.

FS Forum - The End of Free Banking

SIMON ¢ KUCHER & PARTNERS

Vision:
Allowing customers to get the information they really
want

How much did | spend
last night?

You withdrew £40 in cash

and spent £73 on your
debit card

Vision:

Giving your customers the information they need

Your O2 bill is coming out
tomorrow taking you £38

overdrawn. Do you want
us to transfer £50 from
your savings? Reply “yes”

Yes

Strategy & Marketing Consultants

20



Deliver & communicate value:

Effective strategies from other industries

Best practices from leading brands

CLASSIC

Mercedes

C-class

3 Outbound flight: Zurich - Dubai
Tue 12032013

Prices for 1 adult

. . from cHF 415..-
Airlines

1925 ZRH - 20:20 MUC » L1110
Operated by SMWSS EUROPEAR

Modular offer

E B

iPad iPhone iPod touch  iPod nano
Apple r”
= =
MacBook Ajr MacBook Mac Mini iMac -
Pro

Integrated

solutions

FS Forum - The End of Free Banking

ELEGANCE

* Compare procucts

= =]

1245 ZRH - 21:40 DXB » LK 242 @& o o o fe) fe)
Operated by SWISS CHF 415 CHF 831 CHF 1171 CHF 2°498 CHF 3063 CHF 3424

Coerrris Ccerrizes Ccorzssz Cobrainy ©cHE 34ms

iPod shuffle iPod classic

b 4

Mac Pro

AVANGARDE

i

©)

App Store

© »0

b

E 4

Apple TV

b

iTunes

SIMON ¢ KUCHER & PARTNERS
Strategy & Marketing Consultants

What this
means for

~banks
Versioning & (De)-

bundling

Develop ‘solutions’ for
different target groups

Offer flexibility and meet
customer needs

Modularise offers

Let clients build their own
solutions - with a la carte
combinations of products
and service levels

Integrated solutions

Have client see the value of
the whole solution across
individual products

21



Deliver & communicate value: T
Example of modular mortgage solutions Strategy & Marketing Consultants

Germany - Mortgages
WANLEN SIE DAS FUR SE RICHTIGE LEISTUNGEPAKET AUS ﬁ
— ,,,,..,‘A e — ‘ ‘
—— N\ T L _

PREMIUM- ¥

IR SIE RICHTIGE LEISTUNGEPAXET A ] WAHLEN SIE DAS FUR SIE RICHTIGE LEISTUNGEPAKET A =] WAHLEN SIE DAS FUR SIE RICHTIGE LEISTUNGSPAXET AUS &
.
.

AUSTE )T I

PAXET

A

wmaa o e INSSATE nominal @
VAT VRIS @ SR NS o 1%~
T W08 —r = o 114Xy
I TNSSATZ effektiv @ VORTEILE DES PREMIUM-DACHS
© SIXPrevvertel o die Formand- T ) des

3 .-mu--;m o
"Basic" mortgage 0 Flexibility 0 Insurance 0 Premium
Financing needs for options options features
home improvements or Pre-packaged Pre-packaged Pre-packaged
equity release combinations of doubling combinations of life, combinations of other
payments, payment critical illness, and products, such as credit
holidays, and disability insurance cards or current

prepayment limits

Providing flexible bundles meets multiple customer needs simultaneously

FS Forum - The End of Free Banking 22



Deliver & communicate value: Union Bank and
Barclays have broken down their current accounts

into modules

Q Choose Features

‘ . Features Store Home

My Alerts and
8 statements

n My Rewards

l My Packs ; | Manage Text Alerts E Loyalty Mortgage
._J My Travel ay epply
E Loyalty Reward

¥ My Barclays Apps

9 Review and N | 7
' , 'Alm

Use your debit card abroad My Choices

TH 5yo u're going away and we'll i kes ure you

ure access to your money wherever you are. Barclays Bank
Find out more Aoyt
0...2.3 +60
_] eStatements

Home Pack
£6 per month

Features

positioned

towards meeting
explicit needs e.g.
“tech” or “home”

B vy voney
Tech Pac
-~ 1# unionBank
roreign{ BANKING By Design”
i $3.50/mo
Travel PIy
£13.50 pe Direct Deposit Waiver: We'll waive the $3 base cost (monthly service charge) when yo
Debit Card :
f or ATM Card
Customers o - e
acceptance for :
o o Savings or
price increases St Mone M

(self selection) +
better capture of
willingness to pay

FS Forum - The End of Free Banking

$i/m

Express Phone
Customer Service

$1/mo

$150/m

Sefe Deposit Box
$2

SIMON ¢ KUCHER & PARTNERS
Strategy & Marketing Consultants

What this
means for

Breakld8Ri&inforces

value offered

By breaking down services
given for free such as
mobile banking or text
alerts, banks reinforce the
value they’re offering

Deepen relationships
through cross-selling

Offering additional paid for
products such as a
savings accounts, a home
pack or an express phone
service, increases revenue
and deepens relationships

23



Deliver and communicate value: Account finders
intuitively direct customers to the right account first

time

FINDEN SIE DAS RICHTIGE KONTO MIT UNSEREM KONTOFINDER

/\Alelthe\ﬂSA yéditkanen & Mehrwerte wiinschen Sie?

Thr "\FE‘V‘:‘E‘.‘EY Ihr finanzieller Ihr Versicherungs-
= i P Vorteil (p.a) Vortei (pa. vorteil {pa) AT,
[ e 0721 € ! [1]j2]0f € | |0]2]0]i8I€

2 5 woe Anzahi Reisen \
2 [4]
600 € - 141+
2
= 400€ Reisebudget € (p.
3 |5 200¢ RAAR
g o %] - 13/1040J0f +
S o€ !

Konto:

. i is JUnser Kiassiker.
Ein Konto=alle Extras” | Dos : 4

7 sl
der
TRANSAKTIONS- TRANSAKTIONS: A TRANSAKTIONS-
KLASSENINKLUSIVE KLASSEN INKLUSIV NKL KLASSEN

Dynamic account configuration:

Customers run through an intuitive
journey to highlight their needs and
the tool dynamically adjusts its
product and price recommendation
to align to these needs

v Taeren N e M Embawiae ¢ Welche Produktkategorien nutzen Sie bei der Husumer Volksbank?
v B e v [ e Bt Tarsatonen 200€ +Belghate Toaktoneni 49 € Bei § gewshiten
ind Sie Mitali Produkten:
. " " Sind Sie Mitglied>  Als Mitglied kénnen . 0%
™ & peccokhem seke | " sereer250€ Soicn 250€ Seven 280€ Sie bis zu 50% Rabatt e Sparen £
J A auf die ) Rabatt auf Ihre
? Servicepauschale e Wertpapiere Bl § Servicepauschale
halten.
e eI m L B
T Nein Welche e Kredit ER- ]
3,00 € p.M. Mitglieder- 2,00 € p.M. Mitglieder- ,00 € p.M. Mitglieder- b
il bei 1.900 € vortail bei 1.900 € vorteil bei 1.900 € roduktbereiche - . < .-
3 (m s i E Durch- 1 Durch- nutzen Sie bei der e Versicherung § i
! Husumer Volksbank? : o133
— e Bausparen B !
v 2 M. =

FS Forum - The End of Free Banking

vorteile Vorteile

Zahlungsart " Kontoart ” Kreditkarten ” Mitglieder- Ib Weitere ” Uberblick

SIMON ¢ KUCHER & PARTNERS
Strategy & Marketing Consultants

What this
means for

Make RBMESimple

Account finders guide the
customers to the best-fit
account based on their
stated needs and wants

Increase cross-selling

The dynamic tool can
identify needs beyond the
current account to provide
a more holistic customer
journey

Optimise Sales process

The best-practice
approach optimises the
sales and advisory
process — across and
within channels

24



Deliver and communicate value: Implement consistent oy ——
differentiation logic across product lines Strategy & Marketing Consultants

Own a home
(home financing)

Financial security
(insurance)

Plan ahead
(retirement savings)

Establish assets
(investments)

Manage your daily
payment needs
(accounts, cards)

“Future” product line “Direct"- product line “Comfort” — product "Premium"- product

(for young customers) line line

O = Value differentiated product O—O “Ildeal customer": Primary banking relationship

FS Forum - The End of Free Banking 25



Deliver and communicate: Integrated solutions - YT —
examp les Strategy & Marketing Consultants

Integrated solutions provide clear orientation to sales and customers, resulting in higher Project Example
cross-selling, deeper relationships and lower price sensitivity.

.
s Sparkasse = -
S sparkasse S Sparkasse

.
S Sparkasse

o
S Sparkasse

Unsere Baufinanzierung

Unsere Privatgirokonten.
Baustein-Konzept mit Vertrauensgarantie.

Pakete mit mehr drin.
Compact« Comtert + Comtert s +Promiom

\J
LIQUIDITAT /ﬁ

IMMOBILIE

Current Savings Mortgages Regular Term
_ accounts accounts savers money
Customer landing page shows
current relationship breadth and Consistent marketing and price differentiation
depth within every product field

Benefits

| Consistent differentiation provides clear orientation

| Integrated communication shows how individual products work together
I Overarching loyalty scheme reinforces primary banking relations

Source: Sparkasse Mittelmosel

FS Forum - The End of Free Banking 26



Price for value: Carefully deriving willingness to pay is e m—

essential for effective pricing Strategy & Marketing Consultants
Be scientific about measuring What this
price elasticity
means for
banks

Introduce new fees

Introduce fees for services
currently given away for
free, where appropriate

Price for value

Introduce fees for newly

Break down price and introduced services that

value at a segment level Introduce behavioural set the bank apart from
pricing principles to competitors
influence buying
i . decisions
[ SELECT THE RIGHT SERVICE PACKAGE FOR YOU 477@7

product / feature

Service / relationship [

Online

FS Forum - The End of Free Banking 27



Align price with value:
Example of switching from ‘free’ to ‘fee’

Berliner Volksbank introduced a €6 maintenance fee
with options to subsequently lower it

VR-PrivatGiro im Vergleich

VR-PrivatGiro

0,00 €

pro Monat*

2,00 € 7,00 €

pro Monat* pro Monat*

Kontofiihrungsentgelt pro Monat 8,00 € 13,00 €
Preisvorteil bei monatl. Geldeingang von

mehr als 1.250 € (Gehalt, Lohn, Rente) -4.00 € -4,00€ -4,00€
Preisvorteil fir Mitglieder -2,00 € -200€ -2,00 €
Kontofiihrungsentgelt pro Monat fiir

Mitglieder mit monatl. Geldeingang von 0,00 € 2.00€ 7.00 €
mehr als 1.250 € (Gehalt, Lohn, Rente) — — =

*Fiir Mitglieder bei monatl. Geldeingang vprmahr ale 1 950 Furn

FS Forum -

Welche Kreditkarte wiinschen Sie?

fi

VR-ClassicCard VR-ReiseCard VR-GoldCard Keine Kreditkarte
 Riickvergiitung pro Jahr bei dem von Thnen gewihiten Umsatz@ |
Umsatz pro Monat (in EUR)
18,00 18,00 3600 | e—

0 100 250 500 750 1000

Reisende Reisebudget |

0,00 46,25 137,64
<k > < 500 >
Gesamtvorteile pro Jahr
18,00 64,25 173,64

The End of Free Banking

SIMON ¢ KUCHER & PARTNERS
Strategy & Marketing Consultants

» High standard fee
levels: This bank
charges €6 per month
for the most basic
account

= Options to waive fees:
Customers can lower
fees up to €6 per month
with a minimum monthly
deposit

» Options to earn fees
back: Customers get
additional cash back
when meeting certain
credit card spending
thresholds
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Align price with value:
Interest and fee income from other financial products

Volksbank Aurich reduces account maintenance fees when
customers spend on their card and use addltlonal retail products

«‘*

.~_.--.—© We'll give you an annuai cashback bonus on your credit card
- 200 spending. Find out how much money you can earn based on

g 5 | R monthly spending and card choice.

f e
= €750 aach year
| m emam nm |
- €200
z o Classic | Gold Card

\ back |, continue

maintenance fee by €1.

ﬂ ﬂ ﬂ ﬁ Membership-
Savings

bonus
Investment

| back continue
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SIMON ¢+ KUCHER & PARTNERS

Strategy & Marketing Consultants

» High standard fee

levels: Volksbank
Aurich charges
maintenance fees
between €2.90 and
€12.90 per month

Options to lower fees:
Customers can lower
fees by €1 per month for
each additional product
held (savings, loans,
investments etc.)

Reward good
customers: Customers
earn up to €100 cash
back per year for credit
card use
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Align price with value: Use science to
determine price elasticity and set prices

50
40 L g Retention
Acquisition &0 elasticity
SAEBely o 2 'S/ *» (attrition from
(new money to * the bank)
Q)
the bank) .
1 -0.5
-
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% g n oint Efficient
- pricing
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[ |
Current point
Volume
Effective duration of balance on book
Behavioural
. Cluster l
life 1

N Cross-product
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effective

duration)
FS Forum - The End of Free Banking

100%
80%
60%
40%
20%

0%

SIMON ¢ KUCHER & PARTNERS
Strategy & Marketing Consultants

Are you stij|

Pricing by gut
feeling?

10 20 30 40 50
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Align price with value: Use behavioural pricing to
leverage and positively influence price sensitivity

Compromise effect:

Don’t want the basic option, but
the premium is too expensive.
How about the middle option?

ELECT THE RIGHT SERVICE PACKAGE FORYOU

FINANCING SUURLEXRILTY PREMIUM
MODULE MODULE EMon PACKAGE

FS Forum - The End of Free Banking

SELECT THE RIGHT SERVICE PACKAGE FOR Y0 (=)

and the 8 “Hyposchutz™.

Endowment effect:

Dropping this option means you
lose coverage in case of job
loss or natural disaster. Are you
sure?

SIMON ¢ KUCHER & PARTNERS

Strategy & Marketing Consultants

Behavioural Pricing:

Compromise effect
Endowment effect
Reference price anchor
Deal effect

Budget un-constraint

Price sensitivity of
customers can be
influenced
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Compromlse EffeCt: SIMON ¢ KUCHER & PARTNERS
“Profiting from the central tendency” Strategy & Marketing Consultants

Exercise: You are at the supermarket in front of the wine rack and are looking for a suitable bottle of wine.
Assume you are not familiar with the brand nor the quality of the wines. Which bottle would you buy?

Scenario A (Group 1) Scenario B (Group 2)

Customers tend to the centre. This effect is something that should be leveraged in the design of new
product portfolios.

Source : Simon-Kucher & Partners
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SIMON ¢ KUCHER & PARTNERS
Strategy & Marketing Consultants
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Thank you

www.simon-kucher.com




