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Enter the German Market for Banking IT
Summary

Banks in Germany spend about 12 to 15 billion Euro on IT, annually. This is a
great opportunity for foreign IT companies.

There are 8 steps to enter the German Market for Banking IT:

Be aware of local mega trends

Identify target banks

Define the operating model

Adapt IT products and IT services to local needs
Position the company and offering

Understand the German culture

Approach target customers
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Win customers

The market opportunity

Germany is the largest economy in Europe and the second most populated
nation with more than 81 million people. There are about 2,000 banks in
Germany with currently more than 650,000 employees. The German banking
market is divided into three major segments:

Savings banks Private banks

429 300

Credit unions

Number of banks in Germany, Source: Deutsche Bundesbank
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According to Ovum, IDC and BITKOM banks in Germany spend about 12 to 15
billion Euro on IT, annually.

Market entry in 8 Steps

Step 1: Be aware of Mega Trends

Mega Trends are changing the way we learn, work and live. While there are
some global mega trends in banking like the increase of regulatory requirements
on banks, there are many mega trends in banking and IT that differ significantly
from region to region and from country to country. E.g. in some Asian countries
and Northern Europe mobile banking is a mature and widely used access channel
while in Germany mobile banking is at an early stage of development.

In order to position products and services timely an awareness of mega trends in
the German banking industry is indispensable.

It is recommended to create a trend radar for the German Banking IT market.
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Regulation, Finance & Risk Industrialisation

Banking and IT Trends in Germany, January 2012, Source: imacor
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Step 2: Identify target banks

Compared to other countries the German banking market is still very
fragmented. Almost 2,000 banks compete against each other. The private bank
sector comprises about 300 banks in 2011. The three largest private banks are
universal banks with more than 35 million retail banking customers. Most of the
other private banks in Germany are highly specialized with a reduced but
focussed set of products, services and access channels.

Private banker Large private banks

11 % 7

42 %

Foreign banks Regional banks

Segmentation of private banks in Germany, December 2011; Source: Deutsche Bundesbank

Given the structure of the German banking market the needs for IT products and
IT services differ significantly from bank to bank. Therefore it is essential to
segment all banks in Germany against the IT product or IT service offering.

Step 3: Define the operating model
Supposed Germany is an attractive market with great opportunities for an IT or

IT service company it is important to choose the appropriate operating model for
market entry.

Unincorporated companies | Corporations Co-operations

Sole proprietorship Stock corporation Sales agents

General partnership Limited liability company | Independent distributors

Limited partnership Real estate investment Representative office
trust

Professional partnership

Different Operating Models to enter the German Market for Banking IT
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The identification of the appropriate operating model is dependent on size,

structure, amount of investment and entrepreneurial appetite.

Regardless of the operating model it is recommended to test the German market

first in order to gain insight and experiences before setting up operations. A road

show organised and performed by German seasoned banking industry

professionals is a first step to test the market. Compared to setting up an own

office and hiring German banking IT professionals a road show is a risk free and

low cost investment with great personal insight at first hand.

Step 4: Adapt IT products and IT services to local needs

The insight and experience gained may lead to adaptation needs of the IT

products and IT services to the German banking market. Besides the German

language there are often German regulatory requirements and local bank

customer habits to meet. E.g. German bank customers do not make use of

checks to pay their invoices. Instead of checks Germans’ make use of standing

orders, money transfers or direct debits. Another speciality of the German

banking market is the preference for deposit products instead of stocks and

funds.

€uro-Uberweisung 12345678
Volksbank Raiffeisenbank eG

== mm 12345 Musterstadt

Angaben zum Zahlungsemptanger: Name, Vorname/Firma (max 27 S

BIC des Kreditinstituts/Zahlungsdienstioistors (8 oder 11 Sy

Kunden-Referenznummer - Verwendungszweck

» Datum/Unterschrift

€URO-UBERWEISUNG (S€PA)

16

<=

Example of a German money transfer template
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Step 5: Position the company and offering

To enter the German market for Banking IT successfully the foreign IT company
must offer an unique selling point (USP). Amongst others, Banking IT
innovations, low cost Banking IT services or high quality Banking IT products are
suitable USPs. At the beginning it is recommended to focus the market entry
efforts on one single offering, e.g. on mobile banking, CRM systems or contact
center software for banks.

Be the expert

Given the competition in the German market for Banking IT it is recommented to
push the business as the expert. Banks love buying from experts. As an expert
you educate the banks about what they should do and why... and then wait for
them to reciprocate by picking your offering.

Step 6: Understand the German culture

The business etiquette in the German banking industry can be divided into three
essentials:

A) Communication styles

The communication style in German banks is very direct and fact based. German
bankers show little emotions and do not use coded language and humour. As a
rule of thumb, the more serious the situation, the more seriousness is requested.
B) Meetings and negotiations

German banks expect well planned and prepared meetings.

When arranging meetings, appointments are mandatory and should be made
several weeks in advance. Prior to an actual meeting, often a considerable

amount of preparation was done to support the debate. Documents should
always be in German.
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Generally meetings follow a strict agenda, including starting and ending times.
Punctuality is very important when having an appointment with the desired

German counterpart.

Often meetings are rather large. Greetings are formal
and a quick and firm handshake the traditional
method. The way of debating is often direct and
strong, which ¢ an sometimes appear “heated”.
During negotiations, Germans prefer to get down to
business rather than advanced small talk.

In Germany business is
hierarchical, meaning
decisions are made at the

top of the company. One
should be aware that pressure or confrontational
behaviour is often counterproductive and leads to
failure. Once a decision is made, it will not be
changed, thus further convincing tactics are
unnecessary.

C) Dress code
The German business dress in banks is formal and conservative. For men dark

coloured business suits and ties are appropriate. Women either wear a business
suit or conservative dress with little or no jewellery or accessories.
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Step 7: Approach target customers

Handelsblatt

17. Handelsblatt Jahrestagung

Banken im Umbruch

4.und 5. September 2012, Frankfurt am Main infoline: +48 (9)2 §1.98:66/=34 63

E-Mail: friederike.hintze@euroforum.com

Home Jahrestagung 2012 Sponsoring & Ausstellung Kontakt Presse Riickblick 2011 Anmeldung

Die Abendveranstaltung

Nutzen Sie die Gelegenheit: in edlem Ambiente kniipfen Sie Kontakte zu Referenten und Fachkollegen und erweitern so lhr Netzwerk.

Platzreservierung Programm anfordern Referenten Newsletter Banken
Reservieren Sie bereits jetzt Das Veranstaltungsprogramm Alle Referentenzusagen auf Handelsblatt Banken

lhren Teilnehmerplatz als PDF finden Sie hier einem Blick Newsletter 03/2011

Source: http://www.banken-im-umbruch.de

Once the target banks are identified and the awareness of the German banking
business culture is generated emails and calls are tools to approach the target
customers.

Instead of an Email a traditional hand written mail often generates more
attention and interest of the recipients.

Still the best places to make contact are banking, IT and banking IT industry
fairs, events and conferences.

These activities should be supported by publication of articles at bank, IT and
banking IT magazines and online forums like, CIO, GI, Bankmagazin, Bank
Information, Handelsblatt and others.
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Step 8: Win customers

Patience, perseverance and time are essential in order to win a German bank as
a customer. On average it will take between 9 month and three years, dependent
on the size of the bank and the kind of IT product or IT service of the respective
IT company.

It is crucial to the sales process to show competence. References and case
studies will help to demonstrate experience and expertise. But in many situations
only tangible prototypes of the respective solution will help to convince the
buyers, influencers, gatekeepers, users and decision makers to buy the offering.

Definition of Definition Identification Physical
Target Products of meetings Pilot Contract

Customers Servicgs stakeholder

Bank A Person Customer site Protqtype
Bank B Phone Events Pilot
Bank C Email

Address Preparation

Location Performance

Wrap-up

Y

9 to 36 months

The road to sales success in the German Banking IT market, Source: imacor

Frank Schwab

About imacor

imacor helps IT providers to enter the German speaking market.



