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COMMERCIAL CUSTOMER ACQUISITION AND THIRD-PARTY RISK  
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to slash their margin to gain any meaningful market share.   
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ost agree that as the banking industry journeys through a radical 
ransformation, the need for institutions to transition from a sales and 
roduct-based culture (“us first, customer second”) to one of sincere 
ustomer centricity (“customer first, us second”), is key for long-term 
urvival.  

t is common knowledge that to drive new commercial customer 
cquisition, focusing your efforts on addressing unmet needs, is shared 
y many. While this advice sounds simplistic, it is extremely difficult to 
xecute. Mainly because the customer “owns” the meaning of an unmet 
eed and they are constantly changing it. Adding to the difficulty, the 
ost common flaws in customer acquisition strategies are:  

A) Ignoring the viewpoint of the customer  

B) Over-estimating the credibility of vague value propositions such 
as “Good Customer Service”. 

ne of the keys to success in any business is serving an under-served 
arket.  However, if all of your competitors are trying to serve the same 
arket, at the same time, with the same products and services, then the
arket is being over-served and the participating vendors will be forced 
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“Markets that are crowded are not underserved” 

At a recent industry conference, three institutions, all from the same metro area, provided the same 

answers to the following: 

Q: On what commercial market segments do you focus your customer acquisition efforts? 

A: Small to mid-sizes businesses in the tri-cities area.  (no further criteria) 

Q: What risk profiles do you target? 

A: We are a very conservative institution, we focus on the lower risk, more established companies. 

Q: What products/services will you promote in your campaigns 

A: Mobile Banking, Treasury Services, Cash Management, and Lines of Credit. 

Q: What makes you different from your competition? 

A: Customer Service. 

All three were at the conference looking for a new competitive edge.  But to add a little insult to injury, this 

conversation was conducted at a user group meeting.  All three share the same core provider and 

ancillary systems.  In the eyes of the customer there is literally no difference between them. 

The beauty of the customer is in the eye of the beholder 

In a recent interview on acquiring commercial accounts and driving fee income, the head of operations of 

a small community bank, located in the Midwest, shared how that last year they made over $400,000 in 

fee income, from just four (4) commercial customers. 

All four are payday lenders.  They are well capitalized and financially stable.  To effectively serve their 

customers, and to satisfy the regulatory requirements, the bank invested in a comprehensive risk 

management and mitigation strategy, with the understanding that the fee income would offset the 

expense.  

Sometimes to find opportunities you must go where others are not 

It should be noted that this bank is in the middle of rural America, in a county where there are more cows 

than people.  The opportunity to build this portfolio did not present itself by accident.  This bank searched 

for an underserved market and found one with so little competition that there was no downward pressure 

on the fees they could charge.   

They found that the perception of the risk was greater than the reality.  The customers where easily able 

to fund reserve accounts and comply with liability and risk mitigation requirements.  The bank was able to 

satisfy the regulators by demonstrating that they had the skill, people, resources, and technology to 

effectively manage and monitor these customers.  
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The critical first step was for the bank executives to embrace that to serve under-served markets their 

internal definition of a “good customer” needed to be relative to the industry.  A “good customer” in the 

payday lending industry has a different profile than one in the utilities or manufacturing. 

The second critical step was an understanding that to achieve their internal growth goals they needed to 

have a “mitigate first” mindset, in which when opportunities presented themselves but presented a 

different or new level of third-party risk, their first response was “How can we make this happen?” vs. “No, 

we can’t make this happen”.  

Acquire more customers by understanding their pain 

Is your financial institution looking for a new competitive edge?  Do you know what is the most important 

thing in your commercial customer’s world?  What about their biggest unmet need?  The answer should 

be your customers’ fear and stress associated with building and protecting their cash flow.  Everything 

else is secondary. 

A few quarters ago we had one of our subscribing banks call us up with an interesting request. They had a 

commercial customer, who was in an industry with razor-thin operating margins but was growing and 

needed a stronger relationship with the bank.   

The challenge for the bank was that their customer’s internal credit policy and practices needed 

upgrading. Specifically, the customer needed a more stringent process for determining which suppliers 

and clients were of a quality to whom they could reasonably assume a level of operational and financial 

risk. In the customer’s business model, if a supplier didn't deliver, or a client didn't pay their invoice on 

time, the impact to cash flow was immediate, compounding, and harsh. 

The bank asked if they could introduce our third-party risk intelligence service to their customer, so they 

could more easily vet and monitor the financial health of key vendor and customer relationships. 

The “wins” in this story are numerous.   

The bank’s customer strengthened their credit policy, avoided high-risk vendors and clients, reduced 

delinquencies, and improved cash flow.  Because of the improved financial stability, the bank was able to 

expand their relationship with the customer and generate new fee income.  

Recognizing an under-served market opportunity, the bank then developed a marketing program and a 

package of services for this market segment and have been gaining new customers and market share 

ever since. 

While the business environment has never been more competitive, those financial institutions who invest 

in the resources to have an effective risk mitigation program will be in a far stronger position, and have 

more growth opportunities, than those who try to compete with a “risk avoidance” mindset. 
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