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DIFFERENCE IN THE ECONOMIC MEANING OF CONCEPTS
"FINANCIAL ENGINEERING" AND "PACKAGE SALE"

In the article it is determined that financial engineering is repelled from the customer needs,
and packaged sales of products and packages. At the same time, difference between financial
engineering and package sale, aren't defined accurately. Packing services are considered at four
levels: inner productive; inter productive; inter institutional and at the level of self-servicing. It
demonstrated the concept of packet-sale financial services. if the customer uses all of the package
services for small and medium businesses, the interest rate will be minimal. In this case, a package
sale is profitable for both sides: the bank will get the income-generating and loyal customer, who
will focus all his transactions in one bank, and the customer will be able to reduce costs for loan
servicing, which usually takes the biggest part in the cost structure of bank services. The conducted
comparative analysis between financial engineering and financial services package on the ten
parameters. The packaging can only be considered as one of the stages or instruments of financial
engineering — physical.

Key words: financial engineering, package sale, segmentation, financial services, sales
strategy.
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Hob6posonbcbkuii O.1.

PIBHMUA B EKOHOMIYHOIo PO3YMIHHI NOHATb «®@IHAHCOBA
IHXXEHEPIA» | «<MAKETHUAN NPOQAX»

VY craTTi BU3Ha4YeHO, 10 (DiHAHCOBA 1HXKEHEPis BIAITOBXYETHCS Bijl MOTPeO CIOKMBAYIB, a
MAKEeTHUH MpoJax BiJ (PIHAHCOBHUX MPOJYKTIB, K1 00’ €IHYIOThCS B MakeTH. Jlo Tenep, pi3HUILS
MK (PIHAHCOBOIO 1HXEHEPIEI Ta MAaKeTHUM MpojakeM He Oyna 4iTko Bu3HaueHa. [lakeTHi
POkl PO3TIAAAIOTHCS Ha YOTUPHOX PIBHSX: BHYTPIIIHBOIIPOIYKTOBOMY; MIKIIPOJYKTOBOMY;
MDKIHCTUTYIIIHHOMY Ta Ha piBHI camMooOcinyroByBaHHs. [IpoJeMOHCTPOBAHO KOHIICMIIIIO
MAKEeTHUX MPOJIaXxiB (PIHAHCOBUX MOCIYT. 3a3HAYEHO, SKIIO KIIEHT BUKOPUCTOBYE BCl MOCIYTH
makera JJIsi MaJoro Ta CepelHbOro Oi3Hecy, MPOIIEHTHA CTaBka OyJe MiHIMAlbHOIO. Y I[bOMY
BUIAJIKY, MaKeT (PIHAaHCOBUX MOCIYT € BUTIHUM JIJIs1 000X CTOPiH: OaHK OTpUMAE JOXOJHOTO Ta
JIOSTBHOTO KJIIEHTA, SKMM 30CepeIuTh BCi CBOI omeparlii B OJHOMY OaHKy, a KII€HT 3MOXKe
3MEHIIUTH BUTPATU Ha OOCIYrOBYBaHHS KpEIUTY, IO TpaJULIHHO 3aliMae HaOUIbILY NUTOMY
Bary B CTPYKTYpi BUTpAT Ha OaHKiIBChKI mocnyru. [IpoBeneHo mopiBHAIBHUN aHami3 QiHAHCOBOT
1HXKeHepli Ta MaKeTHOTO MpoJaxy (iHAHCOBHX MOCIYT 3 BUKOPUCTAHHSIM JECSITH MapaMmeTpiB.
3po0iieH0 BHCHOBOK, IO MAKETYyBaHHS MOXKHA PpO3IJISAATH JIMIIE SK OJWH 13 €eTamiB 4u
IHCTPYMEHTIB ()iIHAHCOBOTO 1HXeHepa — (PI3UUHUIA.

Knwuoei cnoea: QiHancoBa iH)KEHepis, MAaKeTHUH Npojaax, cCerMeHTais, (hiHaHCOBI
MOCJIYTH, CTPATET1s IPOJAXKIB.

JoopoBoabckuii A.H.
PASHMLUA B SKOHOMWYECKUX NOHATUAX «DNUHAHCOBAA
NMHXXEHEPUA» N «MAKETHASA NMPOAAXA»

B crarbe ompeneneHo, 4to ¢UHAHCOBas MHXKEHEPHsS OTTAJIKUBAeTCs OT MOTpeOHOCTEH
notpedureneil, a makerHas npojaxa OT ()MHAHCOBBIX MPOAYKTOB, KOTOPble OOBEAUHSIIOTCS B
nakeTsl. [lo cux nop, pasHuLa Mexy GMHAHCOBOW MH)KEHEpUEH U MaKeTHOM mpojaxkeil He Obuia
4YeTKo onpezencHa. IlakeTHble MNpoJaXH PpaccMaTpPUBAIOTCA HAa  YETBIPEX  YPOBHSX:
BHYTPUIIPOAYKTOBOM;  MEXIPOAYKTOBOM;  MEKHHCTUTYLIMOHAIBHOM W Ha  ypOBHE
camooOciyxuBanus. [IpogeMOHCTPUPOBAHO KOHLIEIIUIO TAKETHBIX MTPOAAX (PUHAHCOBBIX YCIIYT.
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VYkazaHo, ecinu KIUEHT HUCHONB3YyeT BCE YCIYTH TakKeTa JJisl MaJIOro W CpeaHero Ou3Heca,
NPOIICHTHAs CTaBKa OyJeT MUHUMAalbHOW. B 3TOM citydae, makeT pMHaAHCOBBIX yCIYT BBITOJICH
JUIsE 00EMX CTOPOH: OaHK MOJYYHT JOXOJHOTO U JIOSIIBHOTO KIIMEHTA, KOTOPBIM COCPEIOTOUUT BCE
CBOM OIEpaIiii B OJHOM OaHKE, a KJIMEHT CMOXKET YMEHBIIHTh PacXojbl Ha OOCIy)XHBaHHE
KpEeANTa, KOTOPHIE TPATUIIMOHHO 3aHUMAIOT HAMOOIBIINI yIeIbHBINA BEC B CTPYKTYPE PacXoj0B
Ha OaHKOBCcKHe yciyru. [IpoBeieH cpaBHUTEIbHBIN aHATN3 (UHAHCOBON MH)XEHEPUU U TTAKETHBIX
npojax (PMHAHCOBBIX YCIYT C HWCIOIB30BAaHUEM JeciaTH mapamerpoB. CrenaH BBIBOJ, YTO
NAKETHPOBAHUS MOYKHO pacCMaTpuBaTh JIMIIb KAaK OJWH W3 OTAaloOB WIA HWHCTPYMEHTOB
(UHAHCOBOTO MHXXEHEpa — (PU3HUECKU.

Knwuesvie cnoea. GuHaHCOBas WHXKEHEpPHUs, TIAKETHbIC MPOJAXKH, CErMEHTAIIHS,
(UHAHCOBBIE YCIYTH, CTPATETHUS TIPOIAK.

Fixed search of options of financing promotes emergence of new decisions in this sphere.
Emergence of the next tool of a financial industry is followed reformatting of economic relations
between agents. There are also opportunities to structure in packets available offers of financial
institutions for the solution of a task of redistribution of resources. Development of financial
relations requires a clear understanding of the differences between the common concepts of
financial engineering and package sales of financial services.

Treat researchers of financial engineering: J.D. Finnerty [1], J.F. Marshal, Vykul K. Bansal
[2], G.L. Gastineau, M.P. Kritzman [3], I. Giddy [4], K. Smith [5, 50-55], A. Akansu, M. Torun
[6]. As for the bank services package, according to Khutaiev R.1I. [7], the bank services package is
a bunch of bank services, united by one bank rate, that are provided to one customer. Smirnov
M.A. [8, 58-70] considers that the package is primarily a marketing structure of bank services and
should not necessarily be shown to the customer entirely.

At the same time, difference between financial engineering and package sale, aren't defined
accurately. The aim article is division economic meaning of concepts "financial engineering™ and
"package sale".

Packing services can be defined at four levels: innerproductive; interproductive;
interinstitutional and at the level of self-servicing. At the inner productive level the customer
together with the central product, that meets his needs, gets a satellite service. Satellite service is
a service that cannot be separated from the standard bank product. Thus, SMS and statements,
received by the customer through e-mail are designed to display transactions on his account. In
inter productive package the product is combined with the service. The interproductive package
combines heterogeneous or homogeneous bank products, and the interinstitutional allows to
combine inter productive level with products of other non-banking financial institutions. The main
product of this package is a bank product or a package of banking products. Other products are
sold by the bank under agency agreements, co-branding programs, state programs aimed at
supporting certain sectors of the national economy, "social banking" and others.

Self-servicing is considered the most successful option of the package sale. In this case,
back office of the financial institution sells a product, that meets the customer’s needs, connects
Internet banking, and at the same time signs a Master Services Agreement in off-line mode [9].
Then, the customer independently (due to on-line access) selects the services he needs. Thus, the
final consumer generates a package of the necessary services instead of the financial institution
that provides these services.

A typical combination of services for a particular customer group is formed in the financial
package. The package offer is formed with regard to the needs of a focus group or segment.
Customers can be assigned to different segments based on: legal status, branch of activity,
profession, social status and demographic criteria, profitability. In addition, segments can be
allocated according to the main indicators of financial, statistical and other forms of accounting
that determine the ranking, based on the active use of bank services.

This segmentation facilitates:

- formation of customer focus groups;
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- arrangement of typical services for specific customer segments;
- creation of the package offer.

With a successful packaging the financial institution can significantly reduce the central
product price in the package. To achieve significant results in the promotion of the package
services it is required:

1) to create specific product solutions for a particular segment;

2) to generate high rates of new customers’ attraction;

3) to activate dormant customers by creating affordable price packages for target groups: from the
cheapest (as part of the loyalty program) to the most expensive [9].

The effectiveness of introduction of the financial services package is proved by:

« feasibility of the cross-selling of products of financial institutions at once, instead of post-sale
service;
* targeted attraction of customers of a particular segment;
» effective maintenance of the existing customer base by transferring it to the services package;
* increase of the customer loyalty [10];
* self-servicing promotion;
* reduction of fixed and variable costs accompanied by the process of product sale;
* increased revenues of the package holder;
* promotion of others (unpopular) products;
* recovery of services for customers, who previously have been with the bank.
Different levels of package sales correspond to separate strategies of their promotion (Fig.

1).

The more services can be combined in a package for a specific customer, the less the basic
service would cost him. So, if the customer uses all of the package services for small and medium
businesses, the interest rate will be minimal. In this case, a package sale is profitable for both sides:
the bank will get the income-generating and loyal customer, who will focus all his transactions in
one bank, and the customer will be able to reduce costs for loan servicing, which usually takes the
biggest part in the cost structure of bank services.

Even with the apparent advantages of services package introduction there are also
significant disadvantages:

1. Segmentation limits the number of potential and prospective customers, who are not fallen under
any of the segments.

2. The package cannot be offered to large corporate and VIP-customers. They require customized
solutions.

3. In the event of massive package sales, which happen when attracting customers under the salary-
card project, the product is actually imposed. The sales are performed formally.

4. In case of the wrong packaging, various packages or one package can contain competing
services: bank deposit, investment deposit, and placement of money with non-state pension funds.
5. The package contains only those services that can be technologically combined.

6. Services package helps to attract inactive customers. Especially, when most services in the
package are free.

7. The infrastructure for financial services package sale should be created.

Selling of a bank package to the microbusiness segment can combine the following

bank services:

- loans (basic service);

- cash management services;

- internet banking;

- salary-card project;

- the operation of buying and selling currency in the interbank market and others.
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Levels of financial services packaging

Innerproductive e
P Interinstitutional
x  _— _ __. I >
| I A \ 4
| ../ A I
i ! I :
/ . Self-service
[ : Interproductive |
/
| : |
. ! i 1 3
/ 4 i
| R : | : |
; ! | i ! i
Pt i (77T TTTTTTTTTTTTTToouToooooooees R !
| | / i I | |
iC,’ustomerisegmentatlonI |
: ' ; : | |
| ! ! | | !
hoooo-- L Sk R bomommooeooe- RRREEERER :
I ; | : I
! .-/ | | :
I !
I/ . . i
i/" aggressive consulting :
i . i
i
Passive Active !
!
y I A |
L PSSP i

Strategy of financial services selling

Fig. 1. The concept of financial services package sales
Source: made by author

These disadvantages can be eliminated through the use of financial engineering. For the
first time the definition of financial engineering was suggested by J. Finnerty. Financial
engineering comprises the design, development and implementation of innovative financial
instruments and processes, as well as finding new creative approaches to solving problems in
finance [1]. This definition reveals the deep essence of the concept of combinatory of financial
instruments.
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Based on the foregoing, using scientific developments of J. F. Marshall and Vykul K.
Bansal [2], we summarized fundamental differences between the package sales and financial

engineering in Table 1:

Thus, financial engineering is fundamentally a different concept than the services package
sale of financial institutions. Combinatory comes out of the customer's needs, and the package
sales out of products and packages. Financial engineering is a quantum leap of the economic theory
and the practical aspect of its application. This is the next step in the financial analysis that answers
the question what to do to address the specific problems of the economic agent. Therefore,
packaging can only be considered as one of the stages or instruments of financial engineering —

physical.

Table 1. Comparison of financial engineering and financial services package sale

Comparison parameter

Financial engineering

Financial services package
sale

1 Innovation

Creation of new products and
services of financial relations.
Combination of existing instruments
in such creative combinations that
have not been previously used

Combination of existing
services of  financial
institutions at  various
levels of packaging.

developments

such a tool that meets the needs of a
significant part of the market of
financial relations

2 Amount  of  output | Limited A wide range
products
3 The main goal of | Solving financial problems of | Solving the problem of a
combinatory separate economic agents financial institution to
ensure the optimization of
sales of the existing
services
4 Replication of | Exceptional case, when creating | Mass

5 Customer

The economic agent (consumer of
financial services)

The object of the market
(the one, who provides
financial services)

6 Product developer

Financial engineers

The team of financial
analysts and marketing
experts

7 Promotion

Doesn’t require. An appropriate
agreement between the developer
and the customer shall be concluded

According to the marketing
strategy of sales

8 Customer segment

VIP

Is not suitable for large
corporate and VIP-
customers. They need
customized solutions.

evaluation of securities portfolio,
hedging, etc.); physical means
(financial instruments); processing
(arbitration, synthetic instruments,
mergers and acquisitions)

9 Place of creation Investment banks, specific | Any financial institutions
intermediaries
10 | Used means Conceptual means (theory of | Mostly physical means

Source: made by author
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From all above it is possible to draw the following conclusions:

- packing services can be defined at four levels: inner productive; inter productive; inter
institutional and at the level of self-servicing;

- the package offer is formed with regard to the needs of a focus group or segment;

- with a successful packaging the financial institution can significantly reduce the central
product price in the package;

- there are at least ten comparison parameter of financial engineering and financial services
package sale, which determine the packaging can only be considered as one of the stages or
instruments of financial engineering — physical.
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