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The marketing of nancial services is a unique and 
highly specialized branch of marketing. The 
practice of advertising, promoting, and selling 
nancial products and services is in many ways far 
more complex than the selling of consumer 
packaged goods, automobiles, electronics, or other 
forms of goods or services. The environment in 
which nancial services are marketed is becoming 
more competitive, making the task of marketing 
nancial services increasingly challenging and 
specialized. Financial services marketers are 

challenged every day by the unique characteristics 
of the products they market. For example, often 
nancial services cannot be visually commu-
nicated in advertisements as easily as consumer 
goods can. Furthermore, the relatively unexciting 
nature of nancial services makes the task of 
attracting consumer attention and inspiring 
consumer desire a difcult one. However, the study 
of nancial services marketing is in many ways far 
more fascinating than other areas of marketing. 
There are many predictable behaviors that 
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ABSTRACT
A unique aspect of financial services marketing which differentiates it from other marketing practices 

is the illusive notion of quality. In the traditional context of marketing manufactured goods, quality is 
typically objectively measured utilizing standard quality assessment methods and by assessing product 
defect rates on the production line. However, in the context of financial services, the notion of quality is a 
highly subjective phenomenon. The marketing of financial services is a unique and highly specialized 
branch of marketing. The practice of advertising, promoting, and selling financial products and services 
is in many ways far more complex than the selling of consumer packaged goods, automobiles, 
electronics, or other forms of goods or services. The environment in which financial services are 
marketed is becoming more competitive, making the task of marketing financial services increasingly 
challenging and specialized. Financial services marketers are challenged every day by the unique 
characteristics of the products they market. Advertising is a fundamental part of most successful 
marketing strategies in both financial and non-financial services. It is the primary mechanism by which 
marketers create awareness among consumers about their products and services. However, it has a 
special role in the marketing of financial services since financial services are generally intangible. The 
intangible nature of financial services stems from the fact that they cannot be touched, tasted, felt, or 
visualized. As a result, consumers' perceptions of quality are often based on the image associated with the 
company. the quality of manufactured goods might be easily visible to the consumer through the 
observation of the product's physical features, the quality of financial services is a largely unobservable 
construct. The training and knowledge of a financial advisor, the transaction accuracy of a credit card 
company, or the financial strength of an insurance company are largely unknown measures to the masses. 
As a result, the financial services advertisers have to educate consumers on the unique and beneficial 
features of their services. Financial services advertising facilitates the differentiation of a company from 
its leading competitors. This is an especially important task when consumers may not possess the 
required background knowledge and product information to appreciate the merits and weaknesses of 
competing financial services. Advertising is one of the few ways to achieve differentiation in financial 
services.
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consumers often exhibit in their dealings with 
nancial services providers. The predictability of 
these behaviors and the abundance of data on 
existing and potential customers enable a uniquely 
scientic approach to developing and executing 
successful strategies for the marketing of nancial 
services, much more so than in other markets. 
There is mounting evidence that suggests the 
environment in which nancial services are 
marketed is becoming more complex and 
challenging. Below, we will discuss some of the 
evidence to illustrate the notable changes that 
characterize the nancial services markets of today 
and tomorrow.
In 1999, the Indian nancial services industry was 
deregulated, thus allowing nancial institutions 
from a variety of backgrounds to participate in 
markets they had not traditionally been active in. 
Industry deregulation was partially motivated by 
the argument that allowing nancial services 
organizations to operate on a larger scale would 
result in numerous cost efciencies that could then 
be passed on to the consumer in the form of lower 
prices. 
In other words, the ability to serve a larger customer 
base with a wider array of products would lead to 
lower cost structures due to more efcient 
operating infrastructures. What is interesting, 
however, is that evidence for the benecial effects 
of operating on a large scale in the form of a better 
value for the consumer or the shareholder has yet to 
be documented. In fact, a study suggests that 
smaller commercial banks, in comparison to their 
larger counterparts, are better able to serve their 
customer base and shareholders. Other studies also 
question the economic advantages of large-scale 
consolidations in the banking sector. 
While the deregulation of nancial services created 
an environment that fosters competition, several 
additional regulations which limit or control the 
marketing activities of nancial services 
organizations have been implemented since then. 
In addition, other regulations have been 
implemented in the past decade that address how 
information about consumers can be shared across 
nancial institutions. 
The result has been a monumental reduction in the 
volume of paper checks that banks need to handle, 
thereby decreasing processing time, and increasing 
the overall cost efciency of the banking sector. 
One of the factors that make the marketing of 
nancial services unique is the fact that most 

nancial services have to be judged by consumers 
within the context of the current economic 
environment in which they are offered. The 
attractiveness of a savings product, for example, 
might be a function of the interest rates and 
expected rates of ination. Similarly, investment 
options may largely relate to one's expectations of 
how the stock market might behave in the near and 
distant future. Other factors, such as the cost of 
energy, expectations of unemployment, exchange 
rate uctuations, and general trends in the economy 
might encourage or discourage consumers from 
purchasing particular nancial products and 
services. The overwhelming inuence that 
economic forces have on the attractiveness of 
nancial products and services greatly impacts 
their marketing.
The current economic environment in India is in a 
unique historical phase. For example, interest rates 
in recent years have been at their lowest levels in 
decades, a main contributor to the high levels of 
consumer borrowing. Furthermore, leading 
economic indicators, such as the price of crude oil, 
suggest that we may be heading towards an 
economic cycle where increased production costs 
due to high energy prices may limit economic 
activity. It is noteworthy to point out that history 
has shown that when similar spikes in energy prices 
have occurred in the past, as for example seen in the 
mid and late 1970s, the economy was subjected to 
strong recessionary forces. The increased cost of 
energy will in one way or another have an impact on 
consumers' budgets and reduce overall consumer 
spending. Therefore, subsequent effects on 
nancial services which support such spending, for 
example by providing consumers with credit, will 
likely follow.
A unique aspect of nancial services marketing 
which differentiates it from other marketing 
practices is the illusive notion of quality. In the 
traditional context of marketing manufactured 
goods, quality is typically objectively measured 
utilizing standard quality assessment methods and 
by assessing product defect rates on the production 
line. However, in the context of nancial services, 
the notion of quality is a highly subjective 
phenomenon. For example, while the objective 
quality of an insurance company might be reected 
by the willingness of the company to pay out 
customer claims, this measure is rarely known by 
the average customer. In the insurance business, the 
majority of policyholders do not utilize their policy 
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benets since the events being insured typically 
have low probabilities of occurrence. As a result, 
most policyholders never experience the process of 
ling a claim, and for those that do, the outcome of 
their experience may not be captured or recorded 
anywhere for others to examine and learn from. The 
net effect is that the most objective aspect of the 
quality of an insurance company, which is the 
protection it offers its policyholders in case of 
losses, may never be determined by the majority of 
consumers. Quality assessments in such a context 
are therefore not objective and largely based on 
subjective factors such as the customer's 
recognition of the name of the company or 
suggestions and advice provided by friends or 
insurance brokers. 
Similarly, in the context of securities brokerage 
services, customers may not necessarily be able to 
determine whether the broker is providing them 
with the most objective and informed advice. The 
objective quality of a broker-recommended 
investment portfolio may not be evident for many 
years until the securities within that portfolio have 
exhibited their long-term characteristics. A similar 
issue can be identied in the context of tax returns. 
While a tax accountant's ability to secure the 
highest tax refund is probably the most objective 
aspect of quality, a client may never be certain of 
having received the highest possible refund. Such 
an inquiry would require one to le taxes with 
multiple accountants as a means of "testing," which 
is a highly impractical exercise. In all these 
contexts, despite the important role that the 
nancial services provider plays in securing the 
nancial well-being of the customer, quality 
assessments by the customer may be driven by 
highly subjective aspects of the service experience 
such as the friendliness of then service providers or 
perceptions of the level of expertise portrayed in 
the service process.
Pricing is one of the most important decisions in the 
marketing of nancial services. Price serves 
multiple roles for the nancial  services 
organization as well as for the individuals who use 
those services.  To the nancial services 
organization, price represents the sole source of 
revenues. Most activities that an organization 
undertakes represent costs and an outow of funds. 
When advertising, for example, one has to spend 
money purchasing advertising space in a 

newspaper or media time on radio or TV. When 
employing staff in a sales department salaries and 
benets need to be paid. All of these activities 
represent an outow of funds, and the only way to 
recover these expenditures is through revenues 
obtained by charging prices for the nancial 
services provided. It is critical not only to 
appreciate the importance of price, but also to be 
certain that one's prices are at optimal levels. 

.Pricing too low  or too high can have detrimental 
effects on protability of nancial services 
organizations. 
In addition, price is the most visible component of 
the marketing strategy of a nancial services 
organization. Unlike advertising style, product 
strategy, or sales force incentives, which might be 
difcult to quantify precisely, price is always 
presented numerically, and can be observed and 
compared by consumers, regulators, and 
competitors. Therefore, a second function of price 
is to communicate to the marketplace the identity, 
market positioning, and intentions of a nancial 
services organization. Lowering of prices or an 
upward movement of premiums might signal a shift 
in marketing strategy to competitors and may 
provoke reactions from them. This fact raises the 
strategic importance of price and highlights the 
great impact that price has been found to have in 
shifting the balance of power among competing 
nancial services providers.
A third function of price is to serve as a signal of 
quality to customers. As mentioned in earlier 
chapters, the quality of a nancial service may be 
highly elusive and vague. Determining whether 
one insurance policy is better than another or if an 
investment advisor will provide recommendations 
that generate high returns on one's investment 
portfolio, is difcult if not impossible for many. It 
has been well established in consumer research that 
in such situations where quality is not clearly 
evident, consumers tend to rely on price as a proxy 
for quality. They might therefore assume that 
higher-priced nancial services are of better 
quality, and the lowering of prices may not 
necessarily be associated with more positive 
consumer impressions of the nancial service. The 
potential for this unexpected relationship between 
price and consumer demand in specic markets 
further highlights the critical importance of setting 
prices correctly in nancial services.
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The complexity of nancial services prices and the 
cost structure of nancial services organizations 
have a great impact on how nancial services 
pricing is practiced. 
Advertising is a fundamental part of most 
successful marketing strategies in both nancial 
and non-nancial services. It is the primary 
mechanism by which marketers create aware-ness 
among consumers about their products and 
services. However, it has a special role in the 
marketing of nancial services since nancial 
services are generally intangible. The intangible 
nature of nancial services stems from the fact that 
they cannot be touched, tasted, felt, or visualized. 
As a result, consumers' perceptions of quality are 
often based on the image associated with the 
company. This place the burden of informing 
consumers about the benecial aspects of a 
nancial service on the shoulders of the advertiser. 
While the quality of manufactured goods might be 
easily visible to the consumer through the 
observation of the product's physical features, the 
quality of nancial services is a largely 
unobservable construct. The training and knowl-
edge of a nancial advisor, the transaction accuracy 
of a credit card company, or the nancial strength of 
an insurance company are largely unknown 
measures to the masses. As a result, the nancial 
services advertisers have to educate consumers on 
the unique and benecial features of their services. 
Financial services advertising facilitates the 
differentiation of a company from its leading 
competitors. This is an especially important task 
when consumers may not possess the required 
background knowledge and product information to 
appreciate the merits and weaknesses of competing 
nancial services. Advertising is one of the few 
ways to achieve differentiation in nancial 
services.
Advertising in nancial services can be formally 
dened as marketing communications carried out 
through the mass media or through direct 
marketing means, with the intention of motivating 
the purchase of specic nancial products or 
encouraging particular forms of nancial behavior. 
Various forms of media can be used to execute 
advertising campaigns. Broadcast media such as 
television and radio, as well as print media such as 
newspapers and magazines, are often used to 
execute advertising campaigns for nancial 

services. In addition, a growing trend in nancial 
services marketing involves using direct 
advertising methods such as direct mail and direct e 
mail to elicit consumer responses.
These methods create a sense of personalization 
and help generate leads for subsequent sales. In 
addition, advertising may not only have the 
objective of selling specic products, but it may 
also be used simply to encourage specic forms of 
nancial behavior in consumers. For example, 
advertising may be used to increase public 
awareness of the needs for retirement planning and 
savings, or to encourage the purchase of insurance 
products to protect oneself against catastrophic 
nancial losses.
 As insurers move to direct distribution and 
database marketing, new approaches to the 
business, integrating the marketing, under-writing 
and pricing activity will be increasingly important. 
Many insurers today are adopting increasingly 
sophisticated approaches to direct marketing, 
especially for automobile insurance. Large, 
sophisticated customer databases and sophisticated 
analytic approaches are used to direct marketing 
efforts. The underwriting, pricing and marketing 
roles at these companies are evolving but are still 
largely segregated. Each area functions in a highly-
specialized area, linked to the others but still 
compartmentalized. Marketing analyzes customers 
and customer lists to predict response rates and thus 
protability of the marketing activity. Actuarial 
analyzes experience data to estimate loss costs by 
type of insured. This is often done with special 
actuarial databases, making little use of more 
extensive customer databases.
To achieve optimal results, more integration of these 
three roles is needed. The actuary will need to have 
active hands on involvement in the marketing 
process, helping the marketers move beyond 
response prediction, to analysis of loss costs as well.
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