New England Chapter | ABA Marketing Network

‘Marketplace

Winter 2004

PRESIDENTS LETTER Get a Clue

Joo Mitchal Get a January 30, 2004

CoPresidents Radisson Hotel
Y Marlborough, MA

Network - New England
Chapter has provided educa-
tional and networking oppor-

= Join Miss Scarlett
' In the Lounge

C lu

and services. Yet our

tunities to individuals

for over thirty years. Thursday evenlng
When we reflect January 29th

on the changes that a Our ]_n_ er Networklng Receptlon
have occurred in our 5:00 p.m.

industry, it is hard to C nf ' Dine Around!

believe so much has O erence 6:30 p.m.

happened during that Come the night

time — consolidation, before and join us in the
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expansion of products ™ on your own, or with friends
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We’ll provide dining options in
advance for your convenience,
and post sign-up sheets in the

Register online!
wnnnwv.abamarketingne.com

association places
us on the forefront

of new trends and keeps us

informed of industry issues What do you get when you combine a bank robber, hotel lobby and at the reception.

well ahead of time. a professor, and marketing weapons ? The ABA Then, meet your dining compan-
For example, in the early Marketing Network — New England Chapter s ions at 6:30 p.m.

nineties, we had an extremely Winter Conference! From one-on-one marketing to market These events are perfect

segmentation and asset/liability management, our January for “old-timers” and
“newcomers” alike!

well-attended conference on
the Internet. Although many conference will provide attendees with the tools and strate-
of us had heard about the gies to take some of the mystery out of bank marketing.
Internet, this was the first time Topics will include:
most of us had seen it. At that
meeting one of our cutting-
edge members actually put on
breakout sessions on how to
create a website and what to
use as content. Who would
Continued on back

Save the date! S
From Desperation to Dedication — )
Lessons You Can Bank On Our SPHng Conference

Former bank robber Troy Evans was convicted of five armed 8 TTTEL 2 VA YY) 13th
bank robberies in three states over a six-month crime spree. Friday, May 14th
Released in 1999, after dedicating his prison years to earning Foxwoods Casino

two degrees, Troy will share with us his story and lessons
learned during, and after, his life of crime. Continued on page 7 Mashantucket, CT



View from the Top Kevin b. Champagne, President & CEO, Compass Bank

he Certified Financial Marketing

Professional designation — CFMP —
is a definite plus for Compass Bank.

[Editor s Note: The CEMP designation is
bestowed by the American Bankers Association
(ABA) and the Institute of Certified Bankers
(ICB). It is awarded to individuals who
demonstrate, through a combination of relevant
education and experience, and successful comple-
tion of the certification exam, that they are
well-qualified to contribute to the success of their
institutions. Ongoing Continuing Education
credits are required to maintain the designation.]

Compass Bank is fortunate to have
three individuals on staff with the CEMP
designation: James Rice, SVP/Marketing,
Sales & Investor Relations; Susan Nelson,
AVP/ Advertising & Communications
Manager; and Monica Curhan,
AVP/Research Manager. We know that
these CFMP-certified employees will help
us to maintain our competitive edge.

Actually, it is a win-win situation.
Earning the designation helps the individual
to grow professionally, and it also ensures
that our staff is better prepared to help
Compass succeed.

It also mitigates risks that every

CFMP

=\ It's defimitely an asset at Compass Bank

financial institution faces, since one of the
key knowledge areas of the CFMP certifica-
tion revolves around laws and regulations.

Org oitg Endorsement

At Compass, we are committed to the profes-
sional development of all of our employees.
And, we are equally committed to support-
ing our CEMP-certified employees as they
earn the appropriate Continuing Education
credits to remain certified. We expect they
will do that through relevant seminars and
programs through the ABA, Massachusetts
Bankers, and other associations.

The idea of ongoing financial education
is beneficial to the individual and to the
bank. This is particularly true in light of
the fact that our industry continues to be
impacted by many change agents — including
expanding technology, increased competition
from both bank and non-bank competitors,
continuing industry consolidation, and
regulatory changes. It is imperative that
our staff stays current on these issues.

Market Advanteg e

Compass Bank has grown substantially
over the past 10 years, and in 2004 we will
add to our franchise with the acquisition of

Results you can take to the bank.

When it comes to marketing communications, there’s only one measure of success:

results. For more than 25 years, Sundin Associates has helped financial institutions of

all sizes achieve real results —

and real growth — through innovative marketing solutions.

We understand your industry and the challenges you face. And we have the expertise

and the capabilities to help you address the full range of strategic and day-to-day

communications issues — from branding and customer acquisition to product promotion

and community relations. ® To learn how Sundin Associates can help your institution

achieve results, call Roger Sundin or Kristin Brandt today at (508) 650-3972.

MARKETING = PRODUCT DEVELOPMENT = ADVERTISING = WEB SITES

Abington Savings Bank. Our strategic
direction now will be to grow our customer
base within this new geographic footprint.
We will also continue our focus on sales,
service, and employee training and educa-
tion — all of which go hand-in-hand with
the CEMP certification program.

The bottom line? Because of their
commitment, knowledge and skills, we fully
expect that our CEMP-certified employees
will help the Bank achieve both its short-
term and its long-range goals.

ABA Marketiig Network
While the CFMP certification program is
relatively new, our employees have always
been encouraged to become involved in the
national ABA Marketing Network and its
New England Chapter. These organizations
provide ongoing opportunities for our
employees to develop professionally, and
to keep up-to-date on the many changes in
financial services marketing. Their partici-
pation in the New England Chapter allows
them to take advantage of all that the ABA
has to offer, and to develop strong ties to
their peers throughout the country.

Again, it s a win-win situation — for
Compass, and for our employees.

sundin

ASSOCIATES, INC.

34 Main Street
Natick, MA 01760

www.sundininc.com

PUBLIC RELATIONS
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Joseph Sullivan President Market Insights, Inc.
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| Market Potential: identify it

quantify it, and capitalize on 1t!
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anging customer values, especially
since 9/11, have driven people back
to the branch in droves. What was once
thought to be an outdated mode of financial
interaction is becoming a significant part of
the overall delivery strategy again.

Branches are popping up in many
communities across the country, similar
to the way gas stations did in the
1960s. Many banks have adopted the
theory that branching is back and they
should join the bandwagon. However,
it is not the best strategy in every case.

The result has been increased competi-
tion, rate wars, and escalating land
costs. Banks must learn how the
branch of tomorrow needs to be
researched, located, designed and
positioned to compete and thrive.
Successfully capitalizing on industry
and market opportunities requires the
proactive and judicious use of informa-
tion, capital and common sense.

The purpose of this article is to
outline a framework for evaluating the
potential in any market. There are some key
factors you should be aware of to help you
evaluate your market(s). These key factors
to be addressed include the bank s current
culture, demographic trends, competitive
dynamics, channel preferences, forecasting
sales potential and market penetration.

Step 1: Understandiig Your Culture

The key question is: Who are you and can
you do what you re good at in this particu-
lar market? The first step toward answering
this question is to assess the current position
of your bank in terms of sales philosophy,
niche focus, deposit and loan footings,
product and service offerings and market
penetration. You need to assess your bank s
culture, strengths and weaknesses, and
identify your unique value position. This
helps you understand what makes your

bank unique and how it can be used in
future marketing and distribution efforts.
During a recent client engagement
we were assessing the bank s culture and
market area in which they were under-
performing in two locations. It became
clear the client was trying to focus exclu-

Many banks have
adopted the theory

that branching is back

and they should join
the bandwagon.
However, it is not
the best strateqy
in every case.

sively on their wealth niche, which it was
most comfortable selling, yet the market
called for products and services that fit

a low-moderate income segment.

The solution was to build on one of
the bank s strengths in customer education
(traditionally with wealthy clients) and
develop a series of educational programs
for the lower-income group. What the bank
learned from this experience was to focus
on all of its strengths, not just their obvious
one within the wealth segment.

Step 2: Demg raphic Assessment

In today s information economy, companies
are drowning in information but are thirsty
for knowledge. Your job is to boil down all
of this information into 5 or 6 key pieces
which most impact decision making.

Once this has been done, strategies and

o January
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action steps can be outlined.
Several key demographic factors
will impact market potential: household
growth, age and product propensity
(usage). The aging Baby Boomers
continue to be trend- setters and
while there are some Boomers who
are new parents in their early 40's,
still others are empty- nesters at that
same age. The important factor is to
define which group is which, and
to recognize that each group has
different financial needs even though
they are the same age.
Another factor to be evaluated
is household growth. By conducting
municipal research you can gauge
realistic growth in a community which
can be compared against demographic
forecasts. In some communities where
there is strong household growth,
rooftops are growing so fast that
Census projections are outdated before they
are even printed. It is vital that you update
third-party demographic information with
local municipal research.

Step 3: Competitive Intellg ence
Thanks to the information age you have
access to a plethora of information, but in
many instances organizations are unclear
about what to do with it. Much attention
is paid to what the FDIC databases report
about branch deposits in a trade area. If you
are judging your bank s market share and
success on these numbers alone, you only
have one-third of the entire picture.

Statistically, only $0. 9) of every dollar
is held in the banking industry and the
remaining $0.70 goes to non-traditional
providers such as mutual fund companies
and brokers. Therefore, to accurately

The Marketplace



Market Potential, continued

identify the total deposit and investment product potential in

a market, you must look at product propensity. Product pro-
pensity is the ability for any adult above the age of 18 to purchase
a checking account, mutual fund, CD, etc. based on their demo-
graphic profile. Evaluating propensity will allow you to identify
the total universe of deposit, loan or investment dollars that
clients and prospects have available to place in your banking
institution.

Another factor for judging the intensity of competition is to
assess the strategic focus of the key competitors in your market
area(s). Mystery shops, phone calls, web site reviews, etc., can
gauge whether a particular competitor will pose a true threat to
your organization in the execution of your mission.

Step 4: Market Potential and Branch Delivery

One simplified way to view your market is to picture it as if it
were a pie. Each slice of the pie represents a share of households
or businesses obtained by each competitor. Each share of the pie
(or household share) is impacted by the number of branches in the
market, household density and the age/income characteristics of
people in the market. The key question is: how big a slice can you
grab and can you retain it.

Once you have successfully carved out your slice of the
pie, you must maximize the share of wallet by having the right
products to offer. These products must then be delivered through
the right channels (or customer touch points) and by the right
people who are cross trained to probe and sell.

This is just a summary of the key variables which are
necessary to evaluate market potential. While more detailed
analysis is necessary within each of the steps, this framework
should get you to ask yourself the right questions when it comes
to researching each market.

Looking for advice?

Ask a peer!

Looking for public
relations advice?
Need to compare
notes about alterna-
tive investments?
Developing a sales
program and looking
for samples? Help might
be closer than you think!
Several of our members have volunteered to make
themselves available as a resource on a variety of topics
from Community Bank Marketing to MCIF to Web Site
Management. An updated list of these Peer Consultants
can be found on the Members
Only section of our web site —
www.abamarketingne.com.

Because our Peer Consultant page is

for Members Only, you will need

a user ID and Password to access

portions of the site. To request the

User ID, visit our home page and click the pink Request
Password button.

Need Fresh IDEAS?

We deliver.

Whether you need strategy, branding,
design, ads, logo promos & apparel,
direct mail, fulfilment, printing, packaging,
web/multimedia or sales promaotion, we
can help you pull it all together fast and
cost-effectively.

Great idea, eh?

For more information on our marketing,
print/production and sales promotion
services, call Jim Colligan at ...

1-800-362-4361 Ext. 296
@ [nfoGraphix

Marketing. Printing. Promotion. Perfection:™
www.infogx.com
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Brenda Marlin, CFMP Associate Director, ABA Marketing Network

This article is a summary
of a piece found in
Marketilg Financial Services by Mary Ann
Pezzullo, published in 1998 by the American
Bankers Association.

One question often asked by marketers
and bank executives is How do

we determine the size of our marketing
budget? According to Mary Ann Pezzullo,
author of Marketing Financial Services,
there are a few different ways to calculate

a bank s marketing budget.

The marketing budget for a bank
generally includes expenditures for five
activities:

. Advertising

Sales promotion

Marketing research
Sales/customer service training
Public relations

MAWNR

How much should a bank spend on
marketing? is a recurring question among

both marketers and senior bank manage-
ment, especially at budgeting time.

How a bank allocates its total market-
ing budget among various marketing
activities depends largely on bank size.

As noted in the 1996 Analysis of Bank
Marketing Expenditures, banks typically
spent between 50 percent and 60 percent
of their total marketing budgets on
advertising. But how does a bank deter-
mine how much it should spend for
advertising? Banks use at least four
methods to determine what they will
spend on marketing in general and on
advertising in particular: the percentage
method, the competitive parity method,
the incremental method, and the objective-
and-task method.

The first method is called the percent-
age method. The percentage that is men-
tioned for calculating a bank s advertising
budget is 1/10th of 1 percent of a bank s
total assets. This percentage method has

Calculating Marketilg Bud ets

several flaws. First, it is based on the bank s
past performance rather than on objectives
for the future. Second, it views assets or
deposits as the cause of advertising rather
than recognizing that increases in these
variables might be, to some extent, the
effect of advertising. Third, it discourages
aggressive advertising and reduces adver-
tising expenditures in periods of economic
slowdown. Research indicates that firms
that maintain or increase their advertising
during periods of recession do better after
the recession.

The second method is the competitive
parity method. This method might also
be called follow the leader. A bank deter-
mines what its competitors are spending
on advertising and simply follows their
lead. This method is based on the erroneous
assumption that the market responds in the
same way to the same volume of dollars
spent by different banks. It fails to take
into account the effects of variations in
creativity, different uses of media, the
timing of campaigns, and a bank s image
and recognition level in its market area.
Furthermore, a bank s competitors probably
use no more rational a system for deter-
mining their advertising expenditures than
does the bank that is following their lead.

The third method is referred to as the
incremental method. Using this method,
a bank simply increases its advertising
budget by a certain percentage each
year. The percentage may take into account
the rate of inflation or the growth rate of
the bank, or it may be dictated by a planner
or budgeter whose primary objective is
to make the bottom line show a targeted
return on assets. Whatever the percentage
increase, this method does not take into
account the desired objectives of advertising
and the most cost-effective ways to attain
them. If the increase is based on the rate of
inflation, the bank is making the implicit
assumption that achieving its goals will
require the same effort year after year. This

The Marketplace



Calculatiig Marketilg Bud ets, continued

does not encourage the marketer to question the techniques
being used or to take a fresh look at the bank s objectives.

The fourth method is the objective-and-task method. Using
this method, the bank bases its advertising budget on what it
will cost to meet the marketing objectives it had defined. The
bank then weighs this cost against the expected net benefit of
the new business to ensure that the cost of advertising will not
reduce the profit margin on the newly acquired deposits or
loans beyond acceptable limits.

For example, assume that a bank s goal is to increase its
one-year certificate of deposit volume by $5 million over its
expected normal growth during a promotion period. It cal-
culates that the profit margin on those funds will be 2 percent
(or $100,000). The bank must then decide how much it is willing
to invest in advertising in order to generate an extra $100,000
of income. The selected amount will vary from bank to bank,
but it will certainly be less than $100,000.

This method also has its drawbacks. While it works for
specific promotions that have immediately measurable results,
such as increased deposit or loan volume, it cannot be used to
determine the level of advertising necessary to build awareness
of the bank and to develop and maintain an image for it. A
bank that advertises only when it has a specific promotion to
communicate may be out of the media for considerable periods
of time. Most marketers agree that some maintenance level of
advertising, either product or institutional, is a necessary invest-
ment, simply to keep the bank s name in front of its publics.

Despite its drawbacks, the objective-and-task method is the
most professional and rational method for arriving at an advertis-
ing budget. It may involve more effort than the other methods,
but like any planning effort, it helps set the direction and increase
the value of the bank s advertising expenditures.

In practice, many banks use a combination of the incre-
mental method and the task method to determine advertising
expenditures. The bank determines its advertising budget in the
fall using the incremental method. Then, as marketing plans
evolve quarter-by-quarter in response to the bank s changing
financial objectives, advertising plans and budgets are developed
on a project-by-project basis. If, during the year, it appears that
the amount budgeted for advertising is inadequate, management
can either approve an overrun or lower its goals.

This 1S your
newsletter

Winter 2004

Jim Pannos
President
Pannos Marketing

Share your ideas, thoughts, photos, and articles of interest with your
marketing peers. For information, or to submit an article, please contact:

E-mail: jpannos@pannosmarketing.com
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Winter Conference continued

Market Potential: Identifyiig It, Quantifying It,
& Capitaliziig OnIt!

Joe Sullivan of Market Insights will help us get a clue by
explaining how to identify the potentials that exist within
the market and your customer base, turning possibility into
profitability.

Best Practices of Hg hly Successful

One-to-One Marketers

During this session our detective, Jim Olsen of Imagination,
Ink., will help us generate ideas for our marketing program.
An evangelist of one-to-one marketing he will discuss creating
new-to-the-world marketing products and programs based on
innovative digital technology.

Asset Liability (ALCO) in Plain Esg lish

Professor Paul Diesel of Bentley College will present ALCO in
plain English as learned by students at the ABA School of Bank
Marketing and Management. The understanding gained during
this session will enable you to more readily participate in your
bank s strategic planning, and make marketing decisions that
contribute to ALCO and your organization s profit and success.

Realize Your Sales Potential Throwg h

Customer Sg mentation

Robert L. Lawhead of Raddon Financial Group will discuss
how to identify your prime suspects customers though
research-based strategies. He will also teach us how customer
segmentation can help you realize your sales potential and help
you understand the sales potential of your products, and learn
who to target to realize that potential.

Fundamentals of Bank Marketiig

Running concurrently to our Winter Conference will be an all-
day Fundamentals of Bank Marketing seminar. This popular
program is designed for anyone new to the banking or
marketing field.

Criminals, professors, detectives and suspects. Find all of
this and much more in Marlborough, MA on January Hth. Visit
www.abamarketingne.com to register online. Or call the ABA
Marketing Network — New England Chapter at (781) 331-6299.
It s worth the trip!

Or:

Christopher Canepa

Vice President

New England Promotions
E-mail: chris@nep.cc



8

The Marketplace is published
by ABA Marketing Network —
New England Chapter as a
service to its members and
friends.

We encourage submittal of
professional development articles

and items, including photographs.

All submittals will be reviewed
by our editorial board. Articles
may be edited, as space is limited.
Send your copy and photos to:

James W. Pannos, President
Pannos Marketing

22 Eastman Avenue

Bedford, NH 03110

Phone: (609 625-244 3

Fax: (609 625-589

E-mail:

jpannog) pannosmarketing.com

Submit materials in any MS Word
format, or as a Text File.

Advertising Information
Christopher Canepa

New England Promotions
Phone: (508) 64-1993

Fax: (508) 6 -6850

E-mail: chrigy nep.cc

& A Marketing Network
Administrative and Meeting
Registration Center

Paulette Johnson, Administrator
ABA Marketing Network —
New England Chapter

Phone: (781) 331-6299

Fax: (781) 3$-7699

The Marketplace is created
pro bono and produced by Sundin
Associates, Inc., Natick, MA.

You are invited to submit news
items, post jobs and contribute
other information directly by
visiting our web site:
www.abamarketingne.com

Mission Statement

ABA Marketing Network —

New England Chapter s purpose
is to create planned activities
directed toward promoting the
professional development of
chapter members and advancing
the marketing discipline for
members of the financial services
professional in New England,
through educational meetings,
membership development,
communications and special
events.

ABA Marketing Network

The best minds in bank marketing megt EIE

PRESIDENTS' LETTER continiea

have thought at that time that the World Wide
Web would be as pervasive as it has become
today and a part of everyday business?

The program committee has consistently
provided this type of information by selecting
progressive, engaging and expert speakers for
our conferences. The members of the program
committee scout out the future and bring back
the most relevant topics so we can get up to speed
quickly. It can be challenging to keep up with all
the readings and research that we are required
to do to stay informed in our positions. ABA
Marketing Network - New England Chapter
simplifies the process. By attending conferences,
you can quickly acquire the information you
need to positively impact your organization.

As marketers, we try to practice the methods
we preach within our association. First we con-
duct research, in the form of surveys after each
conference. Attendees at our fall conference in
Providence will have noticed that the survey was
conducted via the Internet. The research not only
questions the program content and the facilities,
but attendees are always asked what topics they
would like to hear about at future conferences. In
addition, we conduct an annual planning retreat
that uses the focus group approach to research
what we can do to make this a better and more
relevant association and deliver quality programs.

Once the date, location and programs are
decided on, our communications committee gets

How retall banking

to work creating the collateral materials to
support the conferences. These materials consist
of the conference brochure, the newsletter, the
website content and the e-mail announcement.
The communications committee uses the channels
of direct mail and e-mail to get the word out to
our membership and prospective members. The
membership committee uses the member ambas-
sadors to follow up and uses telemarketing to all
members to get the lift we need to have robust
attendance.

In terms of marketing membership in
the ABAMN-NE, we have a number of initiatives
underway. In addition to our annual membership
renewal efforts, the membership committee recent-
ly undertook an outreach effort to New England
credit unions. Annually, we update our prospect
list so that we reach the appropriate individuals at
each financial institution in New England. This is
why we are always amazed when we meet some-
one in the financial services marketing industry
that isn t familiar with us. You d think that after
thirty years everyone in the industry would know
about the value we bring in terms of education
and networking. Alas, what we all know is that
word-of-mouth advertising works best. So we
beseech you to tell all of your contacts, colleagues
and peers about the great value you receive as
a member of ABA Marketing Network - New
England Chapter so we can keep doing what
we ve done so well for another thirty years.

-

ABA School of Bank
Marketing and Management

University of Colorado, Boulder, CO
June 4 - 11, 2004

e Strengthen your marketing
advantage and learn the
latest in revenue-building tactics

¢ Benefit from the industry’s
premier marketing school
with a rich 50-year history

¢ Learn and experience effective
marketing principles,
management practices and
current trends

¢ Receive personalized instruction
from the nation’s leading
practitioners and instructors.

Call 1-800-BANKERS

www.aba.com AMERICAN
BANKERS
ASSOCIATION [}

Satisfaction Guaranteed or Your Money Back

The Marketplace



