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Rising NPA: Factors and Causes

Background

In the third quarter report, Nepal's
commercial banks showed a profit of a total
of 41.25 in the area. While some banks
made a profit of -91.91%, some made it to
2032.94% in comparison to the past year.
Just in the third quarter, some banks made a
total profit of 5.05 arba all alone too. Even
the banks earning the lowest profit in the
third quarter were reported to be 15.68
crores. This certainly is a huge sum while
seeing the business industry of Nepal.

Falgun's loans and advances this year are
5,463,766 million, whereas those of last
year at the same time were 5,440,702
million—which is just 0.41% less than
at the same time last year (NRB Report,
2025). This clearly indicates that loans
and advances have not gone higher in
comparison to the past year, giving a clear
hint that businesses have not gone higher.

On the contrary, there is the next issue that
has been emerging lately i.e. Rising NPA.
A rising NPA means that the number or the
amount of Non-Performing Assets (NPA)
in banks is increasing. Breaking it down,
NPA refers to loans and advances that
borrower holds but for which they are not
repaying interests or principal for a certain
period (Adesina and Muteba, 2021). It has
also been understood as a bad loan. And,
the rise of NPA means that an increasing
number of borrowers are not paying back
(defaulting) their loans.

RISING NPA OF BANKS

NPA (Non-Performing Asset):
= A bad loan; borrower
defaults on repayment

NPA

In today's time large number of banks are
found to be struggling to maintain asset
quality and have been working to highlight
the whole set of requirements for more
strategic and sustainable efforts for
controlling and minimizing NPAs in larger
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ways. Management of NPAs turns out to be
a critical concern for the banking industry
and can erode a whole bank's profitability is
necessary for sustainable economic growth
- basically in developing economies like
Nepal.

Factors leading to incremental NPA

Although banks and financial institutions
don't want to increase NPA, they take place
all around. This is because when NPAs
increase, banks do face a direct hit upon
their profitability as they have to set aside
more provisions for covering up potential
losses, reducing the amount that would be
available for lending and investment. It
weakens the whole bank's balance sheets
and erodes shareholder's confidence as
well resulting in lower market valuation.
Hence, banks do want to lower their NPA
rate (Kalaivani and Vaithiyanathan, 2023).
However, there are a different set of factors
that leads to increasing NPA in reality
which are explained as under:

* Economic Slowdown: At the time
when the whole economy of the country
slows down, it is for justified reason that
companies earn less profit. In such cases,
the consumer spends less, and different
businesses shrink down or close down.
So, if businesses are not earning enough,
they fail to repay the loans. In such cases,
individuals would also lose their jobs and
would miss out on their EMIs. Like, for
example during the COVID-19 pandemic
time, global and Indian economies slowed
down sharply and in that case, tourism,
hotel, aviation, and retail businesses were
all shut down. Loans granted to such
businesses turned out to be a form of NPAs.

* Sector-Specific Issues: It has to be accepted
that some sectors naturally hold a higher set
of risks where problems like dropping of
prices, overcapacity, or regulatory hurdles
with commodity price crashes would cause
or impact whole sectors for defaulting
loans. Steel and infrastructures from
2010 to 2015 faced major problems when
steel prices crashed down in the whole
international market. There, infrastructure
projects also happened to be delayed

because of their land acquisition seeking
environmental clearances. During that
time, Bhushan Steel had to default on huge
loans that caused NPAs for different banks.
As of now, academic institutions seem to
be having higher risk because of a lack of
students.

* Global Events: Different global events
could directly hit the economy. Events
like oil shocks, wars, financial crises, or
pandemics would reduce demand, increase
uncertainty, or disrupt supply chains in
its way. This would weaken companies'
financial position while they tend to be
domestically strong. Russia Russia-Ukraine
war led to massive increment in oil, gas,
and fertilizer prices and companies related
to those sectors had to struggle with higher
costs with worsening loan repayment
capacity that created pressure upon banks'
assets quality.

e Natural Calamities: Natural disasters,
which are completely unpredictable like
floods, droughts, and earthquakes that
destroy assets - factories, houses crops, and
other income sources lead to the situation
when the loan customer won't be able to pay
back their loan. Basically in agriculture-
dependent geographies, such calamities
completely wipe out the whole farmer's
ability to repayment of loans. Like, in the
Kerela floods 0f 2018, thousands of farmers
lost their crops and capital and agriculture
loans did affect farmers throughout Kerela
leading to increased NPAs as they could not
repay in time. The same happened during
the 2072's earthquake in Nepal.

* Policy-based changes: When the
government makes changes to its policies,
business approvals might get delayed, and
business plans may fail which would result
in lowering the capacity for repayment of
loans. In 2012-13's time, India's Supreme
Court canceled 214 coal block allocations
because of a coal scam. These power and
steel companies who borrowed heavily
to set up plants there had to lose access
because of cheaper coal and this also
resulted in massive defaults of loans.

* Political Influences: Political pressures
that banks face act as the next reason to
wave down the loan. This would reduce
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the whole culture of repayment too. When
the government of India announced INR
72,000 worth of loan waiver scheme,
farmers at larger bunch expected that
futures loans would be waived. Their
repayment discipline broke down which
resulted in incremental NPAs. Currently,
some individuals are provoking mass with a
consultation that banks should waive loans,
creating expectations among mass - which
could impact the whole NPA process too.

Causes of increasing NPAs

Causes are the outcomes of a bank or
borrower's direct failure that would affect
any particular loan directly. Banks keep on
struggling to maintain their asset quality
with major highlights of needs for seeing
strategic and sustained efforts (Selvarajan,
2013). The following are the major causes
of NPAs in the banking industry:

* Poor Credit Appraisal: If banks fail to
make proper assessments for repaying
before giving a loan, if they don't check the
whole set of financial history, cash flows,
project viability, or marketing condition
- they might end up leading to risky
borrowers. This will automatically increase
the chances for NPA. During 2003-2008,
when Indian banks aggressively gave
infrastructure loans without full due
diligence, many projects failed and loans
turned to NPA.

* Power Game: Some borrowers decide
not to repay their loans by making use
of political influence, legal loopholes, or
through fraudulent practices. For example,
Vijay Mallya, though he had enough assets
and international business defaulted on
loans worth around 9000 crores, and Banks
had to classify such loans as NPAs there.

* Over Leveraging: At different times,
borrowers borrow more than they can
actually repay, holding high level of
confidence upon their growth in future.
If business environment changes, their
expected revenue might not turn out real
and hence they become unable to pay the
debt. Even when business underperform,
companies will fial to repay back the loans
resulting into NPAs.

» Weak Monitoring: If banks fail to monitor
their loan clients about whether or not sales
are happening, whether or not profits are
there as per expectations, whether or not the
cash flow is strong enough, whether or not
the objective of the loan is met - problems
might occur at any time and it might be too
late to fix it. Failure to keep an eye on their
loan client might result in such a situation.

* Weak Recovery Practices: When a
borrower defaults, banks should be able
to recover in more quick manner. Else, it
will all worsen the whole losses. Through
slow courts, long bankruptcy processees
and weaker enforcement, banks would stay
stuck with bad loans. From black listing to
other aspects, the whole defaults can create
impact.

Conclusion

It is no surprise that minimizing a bank's
NPA would require a certain proactive
and multi-pronged set of approaches.
There, combining a strong credit-based
appraisal system with continuous borrower
monitoring and timely restructuring
of stressed assets and robust recovery
mechanisms has to be promoted. There
should also be strong risk management
practices which would ultimately enhance
staff training that would leverage technology
for early warning systems. With the feeling
of fostering a disciplined credit culture, the
implementation of strategies in a consistent
manner can also be worked out. Banks
can come together to maintain the whole
asset's quality for protecting profitability
and ensuring long-term financial stability
as well.

Integration of technology, data analytics,
and customer relationship management
does have an important role to play in the
process, and hence by consistently applying
such strategies banks can work for the
reduction of NPAs, and work to improve
their financial resilience with a strong set
of contribution to effectively manage their

M
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whole economic growth as well (Zala and
Heenaba, 2014) .

In the context of Nepal, where real estate,

hydropower, and small and medium
enterprises have been  dominating
lending portfolios, banks should be

vigilant enough. Strengthening borrower
assessment, promoting financial literacy
among clients, and improving coordination
with regulatory bodies turn out to be
something crucial. Here, for the growth
of economic modernization, the reduction
of NPAs will not just ensure stability but
will contribute in a significant manner to
the broader financial system's strength and
their sustainable national development.
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Recent Trend in the Financial Indicators of
Commercial Banks Siddha Raj Bhatta
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Nepal Rastra Bank

Financial indicators of the banks and financial institutions
have been impacted by the slowdown in economic activities
in the post-COVID period, amid difficult global as well
as domestic economic conditions. On the global scale,
geopolitical tensions have impacted global economic and
financial conditions while slowdown in economic activities
in the domestic economy has resulted in constrained
borrower capacity to repay, reduced demand for credit and
higher default rate. As a consequence of this, non-performing
loan of the banks has increased with a subsequent increase
in Non-banking Assets (NBA) and decline in profitability.
This article discusses the recent trend of major financial
indicators of the commercial banks in the context of rising
concerns about their financial soundness indicators.

1. Deposit, Lending and Interest Rate

While deposits have increased due to the inflow of
remittances, credit growth has been slow during the last
one and half year. Average credit growth during the last two
years has been around 6 percent while monetary policy had
projected a credit growth of around 12 percent. Sluggish
economic activities and the resultant decline in credit
demand has been the major cause for the moderation in
credit growth. During the first nine months of the current
fiscal year (FY 2081/82), deposits of the commercial banks
increased by Rs. 366 billion (6.36 percent) while total loans
and advances increased by Rs. 344 billion (7.53 percent). In
terms of sectors, growth rate of loans disbursed to Adriculture,
Forestry and Beverage, Power, Gas and water, and Finance,
Insurance and real estate has been higher compared to
other sectors. In terms of volume, consumption loan, loans
disbursed to wholesale and retail trade and loans disbursed
to power, gas and water sector has increased by more than
Rs. 45 billion during this period.

Interest rate has been gradually declining from the last one
and half year. Average lending rate of the commercial banks
has declined from 13.03 percent in Falgun 2080 to 8.11
percent in Baishakh 2082. Base rate of the banks has also
declined from 11 percent to 6.17 percent during the period.

2. Asset Quality

Non-performing loan (NPL) 1is dradually increasing,
raising concerns for financial stability. Average NPL of the
commercial banks reached 5.05 percent as of Chaitra 2081
from 3.89 percent a year ago. Such ratio was 3.76 percent
in Asar 2081. Even though the level of NPL is not worrisome
compared to many developing countries, its persistent
increase is a concern for safeguarding financial stability.

One of the major reasons for the increasing NPL is the
slowdown in economic activities during the post COVID
period. Contraction in economic activities in the sectors
including construction, wholesale and retail trade and other
sectors have led to the deterioration of asset quality in those
sectors.

Despite the increase in gross NPL, net NPL
is below 2 percent (1.66 percent in Chaitra, 2081). This is
due to the sufficient provisioning made by the banks against
non-performing loans. The provisioning coverage ratio for
NPL of the commercial banks, which is a metric of the ability
to absorb financial losses, stood 67.02 percent in Chaitra
2081. A total of 15 commercial banks have a provision
coverage ratio above 60 percent in Chaitra 2081.

Figure 1: Non-Performing Loan of Commercial Banks

6% 5.05%

Source: Nepal Rastra Bank

Sector wise, fishery, agriculture and construction sectors have
higher NPL ratios. In Chaitra 2081, seven of the 16 sectors
have NPL ratio of greater than 5 percent. In terms of the size
of loans, loans between Rs. 1 crore to 5 crores have a higher
NPL. Average NPL of these categories of loans is above 7
percent. In terms of loan product, credit card, overdraft, long
term hire purchase and long-term working capital loan have
higher NPLs.

Figure 2: Bankwise NPL Ratios

Source: Nepal Rastra Bank

Bankwise NPL ratios have increased for all banks except
two from Asar 2081 to Chaitra 2081. The number of
commercial banks having NPL ratio of five percent or above
has increased to nine in Chaitra 2081 compared to only one
in Asar 2081. During this period, NPL of eleven commercial
banks have increased by one percentage point and NPL of
four commercial banks have increased by two percentage
points.

In the SAARC region, NPL in Bangladesh and Sri Lanka is
above 10 percent. NPL has been declining in India, Pakistan,
Bhutan and Maldives since 2020 whereas it is increasing in
Nepal and Bangladesh.



8 NeBEU SANDESH

Volume 10 Issue 1 2082 BAISAKHA

Figure 3: NPL Ratio in the SAARC Countries
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3. Non-Banking Assets

Non-banking assets of commercial banks is increasing
significantly over the last three years raising a concern for the
management of non-banking assets. NBA has become more
than six-fold in Chaitra 2081 compared to Asar 2078. The
ratio of NBA to total Assets reached 0.5 percent in Chaitra
2081.

Figure 4: Non-banking Asset
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Bank wise, NBA of 10 commercial banks has more than
doubled during Asar 2080 to 2081 Chaitra while the NBA
of six commercial banks has more than trebled during the
period.

4. Capital Adequacy

The capital adequacy ratio (CAR) commercial banks has
been under pressure. As of Chaitra 2081, the average CAR
of commercial banks stood at 12.35 percent, declining
gradually from Asar 2078.

Figure 5: CAR of Commercial Banks

Source: Nepal Rastra Bank

Out of the 20 commercial banks, 19 commercial banks have
maintained the CAR above the regulatory minimum of 11
percent. The number of commercial banks having a CAR of
12 percent and above is 13 and the number of commercial
banks having CAR of 13 percent and above is 4 only. In

terms of core capital ratio, two out the 20 banks are below
8.5 percent in Chaitra 2081.

In the regional context, all of the countries in the SAARC
have regulatory capital ratio above 11 percent. However,
position of Nepal and Bangladesh is relatively weak in the
region.

Figure 6: Regulatory Capital Ratio of the SAARC Countries
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5. Earnings

Return on assets (ROA) and return on equity (ROE) of
commercial banks have been gradually declining. Such ratios
are declining continuously from Asar 2080. In Chaitra
2081, the ROE of commercial banks was 7.57 percent and
ROA was 0.71 percent.

Figure 7: ROA and ROLE of Commercial Banks
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In terms of profitability and earnings in the SAARC Region,
Pakistan, Maldives and India have a higher ROE compared
to other countries. ROA is higher in Maldives and Pakistan.

Table 1: Profitability and Earnings Indicators of Banks in
the SAARC Countries

Country 2023 2024Q2
Bangladesh 5 5 14.2 97 6.1
Bhutan 05 8.1 98 255 83
India 73 9.9 12.7 14.5

Maldives 15 198 159 154 153
Nepal 103 119 124 73 112
Pakistan 13.8 14 16.9 27.1 204
Sri Lanka 115 146 9.1 117 12.7

Grand Total
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has increased significantly. While many countries in the
ROA South Asia have managed to reduce the NPL, it is increasing
| in Nepal and Bangladesh. Looking sector wise, NPL is higher

S L i in the sectors: fishery, agriculture, and construction, wholesale
Eansledesh | 08 | 0.7 1.4 1.7 b ! and retail trade reflecting the slowdown of economic in these
= - - sectors. In terms of the size of the loan, loans between Rs. 1
Bhutan 01 1 12 33 11 crore to 5 crores have higher NPLs.

Indiz 0.5 L1 L5 L Banks capital adequacy is declining. It is likely to constrain
: : : i further lending by the banks even though they have sufficient
Ml el ] S e liquidity and lending capacity. Capital adequacy of Nepal is
Nepal L6 L8 18 11 16 relatively weaker in the South Asian Region. In addition,
bank earnings ratio is declining. ROE has declined by almost

Pzkistan 1.2 14 21 31 25 5 percentage points in the last two years.
ri Lanks i 17 a2 13 % 11 These trends have raised concerns for financial stability

I I | i I as such the central bank should be further proactive to
R = ftem safeguard financial stability. In particular, the Early Warning
Source: IMF FSI Database  _____________________________ Systems and Credit Monitoring Iramework should be
further strengthened and new roadmaps should be designed
to reduce the NPL. In this respect, measures like Prudential
Framework for Resolution of Stressed Assets, establishment
Financial sector has been facing challenges during the recent  of Asset Management, Asset Quality Review of the Banks,
years due to the slowdown in global as well as domestic and Guidelines for the Banks for managing their NPL could
economic activities. NPL is increasing gradually creating be some of the future steps.

challenge in maintaining asset quality of the commercial .
banks. Along with the NPL, non-banking assets of the banks RS

6. Conclusion
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The Changing Face of Bank Marketing

Bank Marketing Concept

The bank marketing is the practice of attracting and acquiring new
customers through traditional media and digital media strategies.
The use of these media strategies helps determine what kind of
customer is attracted to a certain institution. This also includes
different banking institutions purposefully using different strategies
to attract the type of customer they want to do business with.
Compared to other services, the banking products are distinguished
by the fact that they are complex and abstract. Most of the customers
do not easily understand what the financial services consist in,
what benefit they bring and how they can be distinguished from
one another. Digital banking is no longer a strange phenomenon in
the developed world. Sticking to old strategies is setting a course
to irrelevance. This means that a change is necessary for financial
institutions. A change that integrates traditional marketing plans
with digital strategies that produce measurable results.

Bank Marketing Strategy Framework
1. Identify the customer’s financial needs:

Bank marketing begins with research to identify and understand
needs that exists in the market. There are two common types of
needs: Articulated needs and Latent needs. Articulated need can be
clearly described by the customers but latent needs are hidden and
unknown. Innovation is an important ingredient in successfully
tapping into latent needs.

2. Develop a product or service:

Bank has to be good at developing new products. It must also
manage them in the face of changing tastes, technologies, Interest
rates, exchange rate and competitions. Every product seems to
go through a life cycle. It must go through several phases, and
eventually die as new products that better serve consumer needs
came along. The product life cycle presents two major challenges,
First, because all products eventually decline, the bank must find
new products to replace the declining one. Secondly, the bank must
understand how its product age adapts its marketing strategies as
product pass through life cycle.

3. Market Segmentation:

Every bank has to identity segments comprised of groups of
customers that share a common set of characteristics including
similarneeds. Market segmentation allows us to target banks content
to the right people in the right way, rather than targeting banks
entire audience with a generic message. This helps bank increase
the chances of people engaging with its ad or content, resulting
in more efficient campaigns and improved return on investment.
There are many different kinds of market segments a bank can
create for example demographic segmentation, geographic,
behavioral segmentation and psychographic segmentation. The
bank can create more niche segments within the given segments

Arjun Bahadur Kandel
Chief Manager
Nepal Bank Limited

4. Target a meaningful market:

Targeting strategy is a strategy for selection of potential customers
the bank can sell its products/services to. Targeting is done to a
specific target group as there are various segments in any market.
Targeting is the processes of identifying the important target market
and target audience which a company wants to sell its products to.
Any banking product or service would not be of utility of every
customer. And hence companies must be focused on whom the
want to target. A good targeting strategy helps a company have
focused sales growth, enhanced promotional strategy, build strong
customer loyalty etc. Hence, targeting strategy is the backbone for
any marketing firm.

5. Creating a differentiated /comparative advantage

A differentiation strategy is an approach business develop by
providing customers with something unique, different and distinct
from items their competitors may offer in the marketplace. The
main objective of implementing a differentiation strategy is to
increase competitive advantage. A differentiation strategy is an
approach business develop by providing customers with something
unique, different and distinct from items their competitors may
offer in the marketplace. The main objective of implementing a
differentiation strategy is to increase competitive advantage. A
business will usually accomplish this by analyzing its strengths
and weaknesses, the needs of its customers and the overall value
it can provide.

6. Value Proposition:

Value Proposition is the reason why customers turn to a bank
over another. It solves a bank’s customer’s problem or satisfies
customer’s need. Each Value Proposition consists of a selected
bundle of products and/or services that caters to the requirements
of a specific Customer Segment. In this sense, Value Proposition
is an aggregation, or bundle, of benefits that a company offers
customers. Some Value Propositions may be innovative and
represent a new or disruptive offer. Others may be similar to
existing market offers, but with added features and attributes.
Value Proposition creates value for a Customer Segment through
a distinct mix of elements catering to that segment’s needs. Values
may be quantitative (e.g. price, speed of service) or qualitative
(e.g. design, customer experience).

7. Positioning:

Market Positioning refers to the ability to influence consumer
perception regarding a brand or product relative to competitors.
The objective of market positioning is to establish the image or
identity of a brand or product so that consumers perceive it in a
certain way. With the growth of marketing vehicles such as new
media, the internet and mobile communications there are multiple
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entry points through which to influence target customers but added
complexity as well. Perceptions are not created overnight. They
take a combination of direct customer experience with product,
word of mouth, and years of market acceptance and use. Product
positioning helps to define all seven elements in the Marketing
Mix: Product, Price, Promotion, Place, People, Physical Evidence,
and Process

Why Bank Marketing Strategies Need to Change ?

As a discipline, marketing has evolved over the past few decades
to become what it is today. Earlier, marketing strategies are
primarily a means of spreading brand awareness. Today, marketing
has been reinvented to fit a much bigger role. Creating both value
and revenue to the institution. It is a big step up from its previous
communication role, no doubt. One that was necessitated by the
evolution of three factors: the consumer, the technology, and data
analytics.

1. Change in Customer Preference

As consumer preferences change over time, companies must
continue to evaluate the needs and wants of their target market and
adjust accordingly in order to remain competitive.

e There is a rapid shift from traditional brick-and-mortar
stores to modern shopping online, which has been driven by
factors like convenience, cost, and the growing popularity of
e-commerce platforms like Alibaba.com, Daraz etc.

* The increasing demand for natural, organic products, as
consumers become more aware of the potentially harmful
effects of chemical additives in food and other products.

»  Changes in preferences related to preferred styles and designs
of products.

2. Change in Advertising Pattern

Advertising is heading the way of the dinosaurs as consumers are
beginning to trust objective web content and customer reviews
more. The way they learn about financial products has changed.
Therefore, so has the way they buy or subscribe to our financial
services. Splurging on advertising is no longer reasonable nor a
feasible strategy. Now, all eyes are now focused on digital content
through social media platform.

3. Technological Advancement

In the aftermath of covid, there has been a major shift in how
businesses approach their marketing strategies. This change is
largely due to the rapid pace of technological advances, which
have opened up new avenues for reaching potential customers and
engaging with existing ones. For example, many businesses today
invest heavily in social media marketing, as this allows them to
target specific groups of consumers and build relationships with
them in a highly customizable way.

Additionally, technological advancements have made it possible
for businesses to collect data on consumers’ digital habits, which
can be used to develop more targeted promotional campaigns that
appeal specifically to their target market.

4. Change in product life cycle

Every product that a company launches has some types of life
cycle. In this cycle, products go through distinct stages as they are
introduced to the marketplace and then grow, mature, and decline
over time. Every stage of product requires a different marketing strategy.

5. Change in Consumer Spending

Changes in consumer spending can be caused by changes in their
income, as well as shifts in market conditions and other external
factors such as a economic crisis, natural disaster or pandemic. For
example, consumers are likely to spend more on certain products or
services when their income is higher, while they may also cut back
significantly on spending when faced with economic uncertainty
Or a Crisis.

One good example of how such changes can affect marketing
strategies is the recent economic slowdown of Nepal. As the
economic recession spreads throughout the country, people began
to get laid off and lost their income, forcing many people to save
more and to cut back on their spending. This means that bank has
to take immediate action in order to adjust their marketing efforts
and ensure that their products remained competitive in a drastically
changed environment.

6. Data Analytics is a Game Changer

Today, all the information an institution needs about its prospects
can be accessed using the right data stream. We have analytics to
thank for this. It is no longer touch and go, but rather a refined
science.

We can easily utilize analytics to find prospective customers ready
to spend on whatever we’re selling. The same way we can exploit
it to identify the right digital media to deliver to our targeted
audiences for maximum effect.

Strategies for the Enhancement of Bank Marketing

In the fierce competitive market, needs of customer keep changing.
Hence, our marketing strategy must be dynamic and flexible to
meet the changing scenario. Here are steps that form successful
and effective marketing strategy for bank products.

1. Emphasis on Credit

In recent time, Nepalese banking has experienced a excess liquidity
problem because of very low credit demand. So, emphasis should
be given to enhance credit as they directly affect the profitability
of bank.

2. Digital Delivery Channels

Digital delivery channels are very helpful in enhancing the
marketing of various products and services. Thus, banks should
sale the products and services through these channels. For this,
adoption of complete digitalization is very important for the
banking sector. By embracing digitalization, banks can provide
enhanced customer services. This is the future of the bank. So,
every bank, without any delay must invest on digital and innovative
technologies to safeguard competitive capacity of the bank.

3. Form a Saleable Product Scheme

Bank should form a scheme that meets the needs of customers. A
bunch of such schemes can also form a product. A bank product
may include deposit scheme, an account offering more flexibilities,
technically sound banking, tele/mobile/net banking, an innovative
scheme targeted to special group of customers like children,
females, old aged persons, businessman etc. In short, a bank
product may consist of anything that you offer to customers.
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4. Effective Branding

Man is a bundle of sentiments and emotions. This can effectively
be helpful in branding our products. Considering the features
of products and target group of customers, the product can be
effectively branded so as to sound it catchy and appealing.

The branding should be done in such a way that the brand name
must attract the attention of customers. It should be easy to
remember. The target group and the silent feature of the product
should resemble brand name. This will help a lot in making the
brand successful. All employees and all our campaigns should
refer the product by its brand name only so that to strike the same
in the customer’s mind.

5. Products for Women & Youth

Banks should introduce new banking products for women and
youth like special deposit account for women and youth, credit
schemes for women and something to improve their access to
banking which they require.

6. Customer Awareness

There is a need to educate the customers on bank products. Efforts
should be made to widen and deepen the process of information
flow for the benefit and education of customers. Today, the
customers do not have any idea as to how much time is required for
any type of banking service. The rural customers are not aware for
what purpose the loans are available and how they can be availed.
Customers do not know the complete rules, regulations and
procedures of the bank and bankers preserve them for themselves
and do not take interest in educating the customers. It is a need to
educate the customers from the grassroots of banking.

7. Advertisement

Advertisement is an eminent part of marketing of bank products.
Advertisement should be such that appeals to people. It should not
follow the orthodox pattern of narrating a product. For effective
advertisement, bank should understand people’s tastes and choices.

8. Selling Products in Rural Areas

For enhancing the marketing of their product, bank should sell
their products in rural areas. For it, there is a need to open branches
or extension counters in the rural areas.

9. Informing Customers About Products

The bank should embark upon aggressive marketing of its products,
particularly at the time of launching a new product, which will
inform the perspective customers regarding product and at the
same time relieve staff at branch level from explaining the product
to all customers.

10. Customer Convenience

In a service industry like banking where product differential is
hard to maintain and quality of service depends upon the service

provider, from whom it cannot be separated. So the bank employees
have to render services to the satisfaction of the customer, not as
per their own conveniences or whims.

11. Re-orient Staff

Sincerity of efforts in implementation of the measures is lacking
among the bank staff. It is a fact that its employees are not able
to rise up to the expectations of its customers. They lack in their
behavior, attitude and efficiency. The phenomenon is glaring at
urban centers. Therefore, it calls for an immediate attention which
is missing link in the entire process of marketing, and the bank
should undertake all such steps to motivate and reorient its staff.

12. Marketing through social media

Social media has become a major tool for banks to experience
meaningful customer experience. Social media such as facebook,
tiktok, you tube etc. offers an ideal opportunity for them to boost
those connections so that customers can interact with their banks
much more flexibly, conveniently and frequently. This is the fastest
method to outreach of banking products and services to various
market segments.

Conclusion:

Customers’ needs have been shifted. There is increased need
for digital interaction, need for comprehensive offering beyond
banking and demand for holistic advice and a long term partner.
Consequently, operating model has also been changed. Bank
cannot exist without the customers. Purpose of the bank is to create,
win and keep to a customer. Customer is and should be the center
of everything the banks can do. Organizational design should be
oriented to the customer and the bank should ensure that the services
are performed and delivered in the most effective way. Ultimate
aim of a bank is to deliver total customer satisfaction. There is
greater customer demand for digital, cross-channel solutions that
enable banks to offer their clients holistic advice to suit individual
needs. Bank marketing today heavily relies on digital marketing
because that’s where everyone is today. Bank marketing today,
therefore, should be focused on targeting different demographics
by adopting new and better technologies, pushing digital apps and
financial services and thus focus on customer outreach. Hence, all
the banks have to invest in fintech to improve their performance in
the new era.
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