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N O VA Credit Suisse
O Questions & Group distribution

1, What caused CS's demise? — G rou pS 8 &13

2. What were the multiple efforts at restructuring by CS Leaders aiming at? What problem were

they trying to solve? Why? - G rou p 8

The end of

3. Could anything have saved CS? If so, what kinds of actions would you have proposed? Were —
Credit Suisse yHing y prop G rOU pS 8 & 13

there any other options for Swiss regulators but tointervene and force the merger with UBS? —

4. What could be the consequences of the Swiss regulators writing off USD17bn of the

Additional Tier 1 (AT1) bonds? Why? - G rou p 13

5. What might be the long-term impact on Switzerland from CS's demise?
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Menti Time ©


https://www.mentimeter.com/app

N O VA The traditional bank
BDS| NEse.4, ECONBRIES One-S tOp Shop

Intermediation products (deposits, loans)

Desintermediation products (funds, brokerage) Plus

Payment products (checks, cards, e-payment)

WV OE

* Economies of Scope

Insurance products * Conglomeration
=> Market power

product

Advisory services (private banking, investment)

Custody

Minus

all segments

Branch

Call centre
ATM

Internet

mobile, flash shop 4



Key topics

OvA
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Mortgage loans

* Fixed / variable rate
* Collateral rules / LTV

management

From product oriented models...

Credit Cards

Bank accounts

(treasury
management)

Corporate

loans

* Repossessed properties’

* Operational framework
(Internal factory vs white
label)

* Recovery procedures

* Seamless payments /
clearing operations

* |T systems

* Anti-money laundering
compliance

* Maturity/interest rate
risk management

* Collateral policies

* Operational framework
for specialty products

* Mortgage related
* Cross-selling potential
* Asset side products

Call Centre

Customers




N O VA To a client oriented one.

NOVA SCHOOL OF
BUSINESS & ECONOMICS

MASS
AFFLUENT PRIVATE
MARKET CORPORATE
Branch Branch Branch Branch Branch
Internet Internet Internet Internet Internet
Call Centre Call Centre Call Centre Call Centre Call Centre
\ 4 \4 J v l
MM Affluent Private Business Corporate
Customers Customers Customers Customers Customers




N OVA A client orlentgd b'an.k
O e Segmentation criteria

« Individuals

« Companies

- Mass
. Affluent Monthly Income criteria
Asset /
- Private
type / volume _
« Business

Business volume criteria
- Corporates

- Large / small savers
Behaviour . Large / small debtors

- High / low transaction

- Student 7
- Young professional

_ _ — Individuals
- Family professional

Life cycle + Retired
- Startup

- Growth business Corporates

« Mature business




N OVA | Chgnnels
OSSO o The birth of the omnichannel

Info, cash j
operations,
transactions

Informational and
transactional;

Very limited in-bound
sales;

Outbound potential?

Inbound: Transactional,
informational, claims
Outbound: CRM

BRANCH

@

Informational
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* Mortgages
» Consumer finance

Strateging Marketing

Customer Relationship Management

 Branch
e Call Centre

 Corporate loans Channels

* Deposits Products
* Insurance

* Asset Management

A  Mass Market

segments _
* Private

* Corporates
* SMEs

e Small Business

¥

How to define the best value proposition?



o Customer RM

SR e How a marketing strategy unfolds

« Number and priority of offers per client?

o Different offers per channel for the same client?
« Repeated offers in short period of time?

« What to do with rejections?

« Channel capacity?

(2]
o
©
9
0
S
t =
@
£
£
o
O

« How to manage the flow of offers from all marketing departments?

« How to develop an appropriate advertising strategy?

10



Customer RM
NOVA . .
AL From Transactional to Relational

Proactive Relationship
Bank knows every customer
and anticipates needs;
Customer gets true value

Reactive Relationship
Mutual knowledge; bank has
specific offer per customer

group

Multiple Transactions
Customer knows the service;
bank ignores the customer

Unique Transaction
Bank and Customer ignorant
about each other

11
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Customer Journeys
A practical example ()

Understanding the market and the customer (!)

6. Test with ~

\
- \
\
Product: Y 4. Feature Set' \
/.( :*. \\
\
\
3. Value Proposition .
\
|
I Product-Market Fit I !
‘l
|
Market:

Figure 2 - Dan Olsen (2015) Product-Market Fit

Source: Developing a ‘College Student’ Customer Journey for BPI, Nova SBE Project Field Lab, December 2023. Group of 5 students, supervised by Prof. Carla Rebelo.

-

Disperse Focus

Student with a
concern
considered
“normal”
regarding
academic
performance, as
well as social
events, clubs, and
extracurricular
activities

Focus on Academic
Performance

Student with a
"high" concern
for academic
performance,
with a lower
tendency for
attendance at
social events and
extracurricular
activities.

)

Focus on Leisure

\

Student with a focus
on extracurricular
activities, either
through their online
presence and activity,
sports responsibility
and commitment, or
another activity that
requires focus and
availability outside of

university

Figure 5 - Personas Mapping

Worker

Student with a focus
on their job, with a
"medium” concern
for academic
performance, but
with little time for
extracurricular
activities and social
events,

14
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Customer Journeys

A practical example (ll)

Identifying the needs, above all...

"\ -

" o=>
Acquire information about v f g 1
ctivities and places for . \.@
academic success: study . Research about : (= =
i locations, tutoring Erasmus and reviews of 1‘ - |
® ) Participate in inclusion previous Erasmus

Research about Adult

fe: BPI offers, personal
finance workshop
young entrepreneur
program,

activities: Initiation experiences -
universities, housing,
gastronomy, quality of
education, academic

life, etc

rituals, leisure activities, Search for i ]
t jrar "Get ready
for the interview,'
"Build your CV,"
Alumni club, etc,

nav
niversity

gate the
Search on a review website

Manage money: Best
practices, how to set your

v

Look for a house

(

Look for master's Invest for the future

Be aware of possible budget, how and where programs. ok for a Start a business -
Start siness
transpor n to colleg to alloca ey - ¢
ansportation to college -ifr’elf;tctte money Search for inter ( Rasearch courses, Startup

Simulate the cost of living > part-time jobs, and certificates, learn

one-time jobs. other languages Postgraduate

Early days at :
University Master's

Bachelor's
Pre-University

Figure 3 - National Students' Customer Journey

earch for
Informartion search through review sites
« Look for Housing
Find furniture
Be aware of available transportation means
University <-> Home route, daily comutes

Simulate the cost of living - Budgeting

...with a focus on the
‘pain points’!

Home Country

Figure 4 -

1F

Open a bank account

Access public services

Health - register at a health center

Become aware of activities and places for
academic s

uccess

Participate in inclusion activities: integration
activities, leisure activities, how to navigating the
university.

Portugal

International Students’ Customer Journey

15

Source: Developing a ‘College Student’ Customer Journey for BPI, Nova SBE Project Field Lab, December 2023. Group of 5 students, supervised by Prof. Carla Rebelo.



N OVA Customer Journeys
AR A practical example (V)

Converting needs into services &...

Table 9 - Non-Financial Solutions

Non-Financial Areas | Solutions
A. Housing 1. OLX Students-Exclusive

B. Mobility 2. Transport Card Service
3. Stations for Electric Bicycles and Scooters
C. Health 4. Well-Being Services (Discounts, Limited

Free Subscriptions
Health Insurance (Mental Health
Professionals)

n

6. Sponsor Sports-Related Events . o. ®
D. My Finances 7. Budgetings Tools
y [ Duleine | ...Assessing competition & effort
9. Split Bill
E. Leisure 10. Discounts on (Nightlife, Trips/ Travels,
CU.l'[U.I'e, Uber Eats/ GlOVO, Gyln) UniHelper UniGig‘/ MateUp Dorm 2 Dorm PaperFlow AGE Accoun v/ Chosen Produt
11. Uni Events
F. Employment 12. Part-time jobs Platform The Ease of el
mpliemen on Hord
The “Fit” with A
Table 10 - Financial Solutions the Bank e
Financial Areas Solutions Relevance il
G. AGE Account 13. Zero-fees Policy
14. Personal and University Credit Competition L
15. Term Deposits o
H. Foreigners 16. NIF acquisition service

Figure 10 - Selections of the Products for the MVP

16

Source: Developing a ‘College Student’ Customer Journey for BPI, Nova SBE Project Field Lab, December 2023. Group of 5 students, supervised by Prof. Carla Rebelo.



N OVA Customgr Journeys
AR e A practical example (lll)

Profile Creation

Login

Welcome!

TX38 5003 tard &y

Carobrioer Narme
APONID ITA

) m [
,
’ - s
fonso N ) :
; _

Figure 11 - Login, Profile Creation and settings (Digital Prototype)

em st

‘ ’anwnlm Francisco Aves de Brito
Q Ustoa *

S 75€m™ 12200 PM - 13:30 PM

Figure 16 - UniGuide as the Mix of Products (Digital Prototype)
17

Source: Developing a ‘College Student’ Customer Journey for BPI, Nova SBE Project Field Lab, December 2023. Group of 5 students, supervised by Prof. Carla Rebelo.



N O VA How to value a client

LS o Key components
Interest paid on savings Investment income from
accounts deposit balances
Transaction related costs Fee income
Cost of Risk Interest charged in loans
Allocated “fixed” costs

21



ova EELLE How to value a client
= RAROC (1)

The Group considers the following magnitudes related to the capital concept:
. | | | | | | | \

I P Return on risk adjusted capital (RORAC)

This is the return (net of tax) on economic capital required
} internally. Therefore, an increase in economic capital decreases
I . the RoRAC. For this reason, the Group requires transactions or
- business involving higher capital consumption to deliver higher
I - returns.

- This considers the risk of the investment, and is therefore a risk
I . adjusted measurement of returns.

Using the RoRAC enables the Group to manage its business more
effectively, assess the real returns on its business - adjusted for the

\' risk assumed - and to be more efficient in its business decisions. /

P Return'on risk-weighted assers (RORwA)/™ =

indi

270 & Santander 2018 Annual Report



N O VA How to value a client
A RAROC (Il)

Client Exposure at Quantifiable
Interest received, commission default X potential to
calculated based income, net of probability of Increase sales of
on contracted Funding interest Allocated capital paid Direct costs default X loss adjacent services

spread expenses remuneration commissions allocation given default to a customer

Netinterest @ Costof )  Capital ) Netfeesand & Operational @ Expected &5 G.

received = funding = benefit = commissions = costs = loss Cross-sell

IS
2
S
o
c
o
<
Ny
S
-
Q
Q<
ke
Q
Pt
[
S
o)
<
<
.0
Q<

Capital allocated to |
the transaction Allocated capital

23

Source: McKinsey & Company.
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FUNDS
TRANSFER

PRICING

How to value a client
Basics I: FTP concept

Internal mechanism via which funds are sold or purchased between the Bank’s several units / segments at
certain pre-determined prices (normally derived from the Bank’s funding cost curve)

Most common case relates to retail Segment with Loan-to-Deposit < 100% (= excess deposits) selling
liguidity to Corporate segment with Loan-to-Deposits > 100% (= own-generated deposits are insufficient to

fund 100% of corporate loan book).

Providers of Users of
et price Market
___________ ol — — — — — = ——
Funds liquidity Funds liquidity
Borrower
o
» sy -
- "‘H«.:\—",.-"'_ l__.,.r"'.-.
KNG %
N .
e ¢
Internal fm “f;fj nterna
transfe s, o ansfer
price 1 P . nrice 2

Source: Deloitte, ‘Funds Transfer Pricing: a gateway to enhanced business performance’, March 2015.
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N O VA How to.value a client
O o Basics Il: Expected loss

Cost of Risk

JOVA Banking jargon (EL: expected loss)

it Chart 3.4 : Cost of Risk
The cost of credit risk rose in most countries that were less affected by the crisis, albeit

from low levels, with more heterogeneous patterns in countries burdened by high
legacy NPL stocks ! Key words

) . H .
Distribution of significant institutions' Distribution of significant institutions' 99;25 ﬂﬂ.‘.",‘.
impairments-to-customgr loans ratio in impairments-to-customer loans ratio in losses on
countries less affected by the crisis countries more affected by the crisis
! defaulted loans
(201502 201%; percentages; mecian and interquartie range) (2015-Q2 2019, percentages; median and interquartie range) o A NG i
- (= impairments)
@ Medan / @ Median
¥ interguartie range i 0 interquartde range
06 ' 25
_________________________ A S N 5 s U SO AU D O -
05 )
20 rmin Y ale °
% foane Probabilit Loss given
15

¢ N of default default
SR NN (PD) (LGD)

T
Sowrces: ECB supervisory statisshs and ECB caloutations.
on S

D Wi aoes B S M QLT A
R ——— Average percentage Percentage of
of obligors that exposure the bank
default per rating might lose in case
grade in the course of the borrower
one year. defaults (as a
percentage).
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N O VA How to vaIqu a cllept
PR Practical exercise

 STEP 1: Ms. Lagarde has 700 euros in deposits, earning 2%.
e STEP 2: She pays 10 euros/month of fees and commissions.
e STEP 3: She requested a loan of 8000 euros, paying 5% interest rate.

e STEP 4: The bank's credit scoring model suggests clients with profiles like Ms. Lagarde have
a 2.5% probability of defaulting their loans, for a LGD of 60%

e STEP 5: The bank has estimated managing a client like Ms. Lagarde costs €85/year.

e STEP 6: Central bank requirements state that:
i) a 3% cash reserve must be deposited with the CB for every deposit;
ii) the bank must comply with a minimum 8% equity ratio.

e STEP 7: The Treasury department of the bank quotes liquidity at bid/ask of 3.25% - 3.75%.

 STEP 8: Cost of Capital stands at 7.7%.

How much does the Bank gain with Ms. Lagarde?
26

This exercise is taken from a lecture of Prof. Gongalo Rocha.
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