A Work Project, presented as part of the requirements for the Award of a Master’s degree in

Management from the Nova School of Business and Economics.

ACTIVOBANK — B2B2C BUSINESS MODEL INNOVATION OPPORTUNITIES

NAVIGATING INNOVATION: A MARKETING PERSPECTIVE

MILENA FUDA

Work project carried out under the supervision of:

Paulo Faroleiro

30/01/2024



Abstract

This thesis explores an innovative B2B2C model proposition for ActivoBank, describing an
integration of banking with real estate to create Early Home Ownership opportunities for
young buyers. The study includes an exploration of marketing challenges and related aspects,
including an analysis of the marketing funnel, exploration of optimal digital marketing
strategies, and clarification of boundaries and marketing responsibilities among collaborating
business entities. Finally, the research addresses potential benefits, risks like market
fluctuations, and regulatory complexities for navigating the complex banking and real estate
landscape. It aims to contribute to the digital transformation of the banking and real estate

industry.
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1. Introduction
In today's digitally driven world, consumer banking preferences are rapidly evolving. The need
for convenience, accessibility, and personalization in banking is more pronounced than ever,
marking a shift from traditional banking to digital solutions. This change poses a challenge for
ActivoBank, a digital branch of Millennium Bcp, which seeks to transition from a secondary or

savings account provider to becoming the primary banking choice for its users.

This thesis aims to explore and develop an innovative business model for ActivoBank that
responds to these changing market dynamics. The central question is: How can ActivoBank
transform its business model to become the main banking choice for its users? This inquiry
delves into the realm of digital banking and customer engagement strategies, seeking to

understand and capitalize on the factors that drive consumer banking choices in the digital era.

At the core of this research is the debate between maintaining traditional banking values and
adopting innovative, user-centric approaches. By providing a comprehensive overview of
digital banking trends and conducting a detailed analysis of ActivoBank's current market
position, this thesis aims to uncover the key elements that can elevate ActivoBank to a primary
banking institution.

The research begins with a theoretical examination of digital banking models and customer
engagement strategies. It then progresses to a focused analysis of ActivoBank, exploring how
it can strengthen its market presence and reputation. The study not only looks at ActivoBank's
internal mechanisms but also considers the broader banking ecosystem's influence on its
transformation.

By bridging theory with practical solution, this research aims to offer actionable insights and a
strategic framework that can guide ActivoBank in becoming a leading digital bank, revered not
just for its financial services but for its role in shaping the future of digital banking and customer

experience.
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2. Project Overview

2.1 Project Context
At the breaking point of a digital revolution, the banking industry faces a variety of unforeseen
difficulties but at the same time also new opportunities. Key trends shaping the current banking
landscape include the rise of fintech, the expectation for frictionless user experiences, and the
pervasive integration of technology in financial services. Such trends compel institutions like
ActivoBank to continuously innovate to sustain their market position. Founded in the early
2010s with the ambition to lead Portugal's "smart banking" sector, ActivoBank offered no-fee
services, flexible branch timings, and immediate card issuance, distinguishing itself as an

innovator before the fintech surge.

However, the explosion of fintech has significantly altered the market dynamics. ActivoBank
finds itself in an environment where innovation is not just a one-time endeavor but a continuous
pursuit. To maintain its edge, ActivoBank aspires to transcend traditional banking channels and
integrate itself into the on-the-go lifestyles of its clients, exploring partnerships beyond the

obvious sectors to add value both to customers and the bank itself.

The bank recognizes the need to redefine its value proposition and service delivery. The
strengths that once set ActivoBank apart are no longer as clear-cut in a market full of disruptive
players. The transition from being a third-party commercial partner to a B2B2C finance and
tech enabler marks the bank's new trajectory. The challenge lies in moving from conceptual

ideas to actionable solutions that can generate tangible benefits for the bank.

2.2 Project Governance
Project governance is pivotal to the success of any initiative, particularly one as innovative as
the development of a new business model for ActivoBank. The project team was a dynamic
coalition of expertise and experience. Pedro Chorédo, with a Master's in Management with a

strategy stream, added value to the team with his experience in several design thinking
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competitions and innovation-related courses organized by NOVA. In addition, due to his
Portuguese roots, Pedro had the responsibility to be the main point of contact with ActivoBank
and facilitated the understanding of the local culture and market. Milena Fuda, with her
expertise in strategy and a keen insight into marketing and communication, provided an offering
a well-rounded and effective approach to its marketing strategy. Shashwat Sahani, with his
background in computer science and product development, provided critical technical and

methodological expertise, particularly relevant to our digital banking focus and strategy.

The team was complemented by the insights of ActivoBank representatives, including Tiago
Freitas, Digital Services and Sales Director; Diogo Cruz, Director of Digital Marketing; Joana
Rodrigues, User Experience and Digital Impact Manager; Antdnio Fontes, Head of Digital
Transformation and Innovation. Their contributions were crucial in ensuring the project's

alignment with ActivoBank's strategic objectives and operational capabilities.

Under the guidance of advisor Paulo Faroleiro, a seasoned professional with extensive Board
Member, Executive Management, and Director experience, the project was steered with a focus
on Governance, Business Strategy, Digital Transformation, and Innovation. His rich
background in IT Management across diverse sectors, along with his acumen in Governance of
Enterprise IT and IT Management, provided the team with a robust foundation for managing

the project effectively.

The organizational chart reflected a well-integrated structure, with the three student team
members, advisor Professor Paulo Faroleiro, and the aforementioned ActivoBank members
forming the project’s core governance body. This structure facilitated a multifaceted approach
to stakeholder engagement, encompassing ActivoBank customers, executives, and the wider

community, each with vested interests in the project's outcomes.

Communication and information flow were meticulously managed through weekly online

meetings, supplemented by periodic in-person sessions to brainstorm, present ideas, and engage
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in critical discussions with immediate, actionable feedback. These interactions were vital for
maintaining momentum and alignment with ActivoBank's vision. Additionally, feedback
incorporation was methodically overseen by the advisor, ensuring that each iteration of the
project was informed by a blend of academic rigor and practical relevance, with weekly online

meetings serving as checkpoints for project alignment and progress.

This governance framework laid the groundwork for a project environment characterized by
strategic foresight, collaborative innovation, and a constant commitment to delivering a

transformative business model for ActivoBank.

2.3 Project Challenge
Navigating the theoretical underpinnings of ActivoBank's project, such subject of matter
presents a multifaceted challenge that demands a suitable academic approach. The framework
of our investigation is based on the fundamental concepts of design thinking, business model
innovation and strategic market positioning. These concepts provide a foundation for dealing
with the complexities of evolving banking ecosystems and the strategies for innovating and
coming up with ideas that innovate and disrupt the market creating demand from which

ActivoBank can benefit.

On the practical front, ActivoBank recognizes the need to innovate and stand out in the
competitive digital banking landscape. The challenge extends beyond merely keeping pace; it's
about pioneering change and setting industry benchmarks. The bank's ambition to transform
from a holder of secondary accounts to the primary banking choice for its users underlines this
challenge. Previous rewards and techniques for keeping customers have already been tested and
resulted in a lack against young, tech-savvy customers who know how to work the system to
their advantage. Previous customer acquisition strategies, like offering free cinema tickets in
exchange of account openings, didn't foster lasting engagement; customers often abandoned

these accounts after gaining the initial benefits. In contrast, successful B2B partnerships, like
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the electric car initiative, showed potential for long-term customer relationships. The project
challenge, therefore, is to identify partnerships like this one and strategies that not only attract
customers but also build sustainable, long-term relationships, ensuring ActivoBank's growth

and stability in the market.

Additionally, ActivoBank's conservative yet proactive strategy leads to the need to generate a
product with specific requirements. The first is that it should be positioned in the domains of
credit, loans, or subscription plans, as of now they resulted in being the most promising and
potential financial products offered by AB to the public. Secondly, should adhere to a low-risk
impact premise, providing ActivoBank with the possibility to try out and implement the project
without running any risks or too high damages in case of frictions or failure. The integration of
the product into daily banking habits is central to this strategy, which positions ActivoBank as
the primary account choice for users. Furthermore, ActivoBank's function as an intermediary
in the B2B2C model is critical, showing its power and potential to effectively bridge business
and consumer needs. This method emphasizes a professional culture that is both realistic and

forward-thinking, which resonates with the thesis's broader objectives.

ActivoBank’s necessity to reconceptualize its value proposition is clear. It requires more than
incremental adjustments; it demands an upper-level approach that speaks directly to the unique
needs and aspirations of the target market. Understanding that young customers seek not just
financial services but a partner in their financial growth journey. The bank must craft a strategy
that offers a solution to the pain points of these consumers, leveraging the academic research

and findings that underpin customer engagement and retention in the digital age.

2.4 Project Scope & Goals
The project's scope centers on fostering innovation within ActivoBank, with a sharp focus on
serving the evolving needs of young adults facing a turbulent economic climate. It leverages

design thinking to craft a distinctive, actionable business model, while explicitly excluding the
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execution of said model and enhancements to the user experience—areas where the bank is

already well-established.

Goals are refined to:

1. Innovate Financial Solutions: Create a business model that provides young adults with
innovative tools for financial success and growth, such as flexible saving schemes or investment
options tailored to facilitate fundamental life milestones.

2. Community Engagement: Strategically engage with young professionals and community
stakeholders, harnessing their insights and needs to shape solutions from which the entire
surrounding community can benefit from.

3. Strategic Positioning: Develop a competitive strategy that identifies and capitalizes on
untapped market opportunities, potentially through partnerships or new technology

applications, to solidify ActivoBank's role as a market leader.

These goals are designed to culminate in a robust strategy that positions ActivoBank as a
pioneer in the digital banking space, ready to attract and retain the next generation of banking
customers through innovation and community-focused financial services. The thoroughness of
the project aims to ensure that the resulting business model is not only theoretically sound but

also primed for practical adoption and future implementation.

Instead, in terms of deliverables, initially, the project was set to include two B2B2C idea
proposals, each accompanied by its respective business model, followed by a comparative
analysis to select the final choice. However, as the project evolved, a single idea emerged as a
clear pioneer, resonating strongly with ActivoBank’s vision. Consequently, the project's focus
shifted to developing a comprehensive business model centered around this leading idea. This
pivot also included the creation of a detailed marketing plan and a validation of the solution,

ensuring its feasibility and alignment with ActivoBank's strategic goals and market positioning.

Limitations need to be addressed too. Key among these is the scope restriction to ideation and
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strategy formulation without diving into practical implementation, which may hinder the
immediate realization of the proposed model’s impact. Additionally, the focus on young adults,
while strategic, limits the model's initial applicability to a broader demographic. The dynamic
nature of the digital banking market also presents a challenge, as rapid technological
advancements and shifting consumer behaviors could render some strategies less effective over
time. These limitations necessitate a flexible, adaptable approach to developing ActivoBank's

business model.

3. Methodology
This section will address the methodology employed in conducting the research and innovation
processes through the three key phases: diagnosis, design thinking, and development.

Afterwards, a short literature review about each individual part will be presented.

3.1 Project Calendar & General Methodology

The project with AB took approximately 3 months and followed an iterative approach, between
mid-September 2023 and the beginning of December 2023. Because the goals changed during
phase 2 of the project (instead of two business models and comparisons, only one but more in-
depth), the project calendar and the methodology used onwards were adjusted accordingly.
Nevertheless, the work structure can be subdivided into three phases:

1. Diagnosis — 3 Weeks, until the Kick-Off Meeting with ActivoBank.

2. Design Thinking — 3 Weeks to dig deep into the problem and close on an idea

that the team and AB felt confident based on the case presented.

3.  Development — 5 Weeks to build a business model around the key idea and the

respective marketing plan to successfully reach the consumer.

Phase 1 — Diagnosis: The purpose of the initial period was, on the one hand, to understand
ActivoBank’s external environment in terms of the banking industry in Portugal, and, on the

other, to get a full picture of ActivoBank as a company and its internal capabilities. As such the

10
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methodologies used were based on the most important strategy-related frameworks to perform
external and internal analysis and conclude on potential opportunities and threats. The key goal
of this period was for the team to go to the first meeting with ActivoBank’s team with a solid

understanding of ActivoBank’s activities, competitors, and its environment.

Phase 2 — Design Thinking: After the Kick-Off meeting with AB, the team started phase 2
which end goal was to design creative ideas that have the potential to be impactful to AB and
its clients, whilst meeting the project scope. Due to the experiences doing corporate innovation
at NOVA, the team decided that the design thinking methodology with a customer-centric
approach was the best mindset to create innovative and meaningful ideas outside of industry
trends and that ActivoBank’s people had not yet considered. With the project scope in mind,
the team applied the first three stages of the DT framework comprised of 1- Empathize, 2-

Define, 3 — Ideate, 4 — Prototype, and 5 — Test (Stanford 2018).

Phase 3 — Development: In the final period of the project the team focused on developing the

solution, the structure, and the marketing strategy around the accepted idea by AB. Firstly, the
team decided to elaborate on the solution following the lean canvas created by Ash Maurya
(Blank 2013) due to the innovative nature of the solution and the goal to have a bigger emphasis
on finding customer problems worth solving (Business Model Competition 2018). With this
methodology, the team expanded on the problem solution fit from a customer centric
perspective, which is recommended for innovation projects in early stages, and tested its
hypothesis for a solution validation. Afterwards, the team matured the business model using the
Business Model Canvas by Alexander Osterwalder (Mullen 2016) blocks with a more company
centered perspective. After ensuring that the solution was feasible and beneficial for the bank
and the partners, the team developed the marketing strategy expanding on customer

segmentation, the marketing funnel principles and digital marketing strategies.

11
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3.2 Phase 1: Diagnosis
The goal of the first stage of the project was to perform a brief analysis of the current situation
of AB and its environment so that the team could be better prepared to make proper strategic
innovative recommendations on new revenue streams for ActivoBank.
The diagnosis phase was subdivided into three groups, the internal analysis, and the external
analysis, which would support a final SWOT analysis. Both internal and external analyses were

performed with management tools and frameworks as a methodology.

Internal analysis
The strategic management methodologies used for the internal analysis were the VRIO
framework and the Value Chain Analysis. On the one hand, the VRIO framework is useful to
analyze and determine the degree of competitive advantage of a firm’s resources and
capabilities. As such, if an ActivoBank’s resource is Valuable, Rare, Costly to Imitate, the
Organization is capable of exploiting it effectively, it is possible to conclude that its specific
resource in question brings a high level of competitive advantage to AB. On the other hand, the
Value Chain Analysis is a more systematic approach to understand both the primary and the

secondary activities of a company, in this case, a digital bank.

External analysis
For the external analysis, the methodologies used were Porter’s Five Forces and the PESTEL
analysis. Firstly, Porter’s Five Forces helps understanding the level of industry attractiveness
by analyzing the threat of new entrants, the bargaining power of suppliers, the bargaining power
of buyers, the threat of new substitutes, and the rivalry of competitors. Then, the PESTEL
framework is an essential management tool to understand the external environment and context
that a company operates in, which will help identify potential risks and opportunities. The
framework is composed of political, economic factors, social technological, environmental, and

legal factors. Finally, to complement the previous methodologies, a brief competitive analysis

12
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was performed to complete the external analysis of AB.

SWOT Analysis
Finally, as a result of the internal and external analysis, a SWOT analysis was performed a
methodology tool to identify and sum up the key strengths and weaknesses, and the relevant

opportunities and threats for the future of the bank.

3.3 Phase 2: Design Thinking
Design Thinking is a human-centered and iterative approach to problem-solving and
innovation. This methodology is ideal for this project because with a consumer centric mindset,
the team is more likely to create valuable solutions for ActivoBank’s target customers in its
core, which will follow a subsequent challenge to also bring value to AB and its partners in the
B2B2C ecosystem. As mentioned before, only the first three of five key stages of design

thinking are part of the project scope: Empathize, Define, and Ideate.

Empathize
Empathy is the foundation of the human-centered design process (Stanford 2018). To empathize
the team must understand the key moments of the customer’s life, which will help them identify
the most meaningful moments where AB can act. The key goal of this stage is to understand

the main pains and needs of the target customers.

Define
The defining phase is when the empathy findings are unpacked and synthesized into compelling
needs and insights, which will then help scope a specific and meaningful human-centered
challenge (Stanford 2018). So, to help define a specific problem to solve for a specific person,
a persona is created to help having a consumer centric mindset to problem solving. Then, a

HMW (How might we...) question is created to inspire the team and provide focus and frames

13
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to the problem. The HMW is an important part of the methodology because it fuels
brainstorming and guides innovation efforts. The defining stage is completed when the team

creates a persona and a specific HMW challenge for that persona.

Ideate
Ideate is the stage during the design thinking process which is focused on idea generation
(Stanford 2018). The goal of ideation is to transition from identifying problems into exploring
solutions for ActivoBank’s users, meaning, the key objective is to find possible answers to the

HMW question. As criteria, ideally, the best solutions are a step beyond the obvious answers.

3.4 Phase 3: Development

Solution Development
The lean canvas, as an adaptation of the business model canvas is better adjusted for innovative
solutions that require a deeper understanding of the problem and solution fit. Based on the visual
blocks of the framework, the team focused on analyzing the problem and existent alternatives,
created a unique value proposition with a mission statement, a detailed explanation of the
solution with a practical example, compared the product with the alternatives, and closed the
value proposition with a high-level concept. Then, to continue the lean canvas, the team
described the customer segments and the unfair advantage that AB leverages. Moreover, to
finalize the customer centric solution development, a validation was performed using a
methodology which started from establishing clear goals, formulating hypothesis, designing the

tests, running the questionnaires, analyzing the results, and finally drawing the conclusions.

Business Model
After ensuring problem solution fit with the lean canvas completed, the team further developed
the idea using the traditional business model canvas, due to the specific focus on the important
blocks that were still unaddressed, and to complete the solution from the banks’ perspective

and to ensure impact and feasibility. As such, the team expanded on the key revenue's streams,

14
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the partnerships, the resources and the channels. It is important to note that from all blocks of
the business model canvas, due to the nature of the challenge related to a B2B2C ecosystem,

the theme around the partnerships was deeply studied to find the ideal partners for ActivoBank.

Marketing Strategy
In terms of methodology used for the marketing strategy, the marketing funnel was key to
understand the customer journey and the key challenges needed to be addressed to increase
conversion ratios in the marketing funnel. As such, in through a deeper understanding of the
journey between the awareness stage, to the interest, the consideration, the intent, the purchase
and the loyalty and advocacy stages, the team was able to propose a marketing strategy aligned

with the customer segments, and the product and brand positioning.

3.5 Literature Review

Literature Review for Design Thinking
Design thinking is just an approach to innovation (Brown 2008), which is useful for problems
that have people at heart. In order to find the best ideas and ultimate solutions, it is required a
human-centered, creative, iterative and practical approach, such as design thinking. In terms of
guide for a design thinking journey, there are 5 key modes: Empathize, Define, Ideate,
Prototype and Test according to Stanford d.school. As stated, it all starts with empathy, which
is the foundation of a human-centered design process (Stanford 2018). It is important to note
that “empathy” is perhaps the most important distinction between academic thinking and design
thinking. Design thinkers are not trying to generate new knowledge, test a theory, or validate a
scientific hypothesis. The mission of design thinking is to translate observations into insights

and insights into products and services that will improve lives (Brown 2009).

Moreover, almost every large company understands that it needs to deal with ever-increasing
external threats by continually innovating. To ensure their survival and growth, corporations

need to keep inventing new business models (Blanck 2013), which is exactly what ActivoBank

15
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is trying to do with the challenge presented to the project team: to create a new business model.
Furthermore, it is key to note that executing a business model is different from finding one
(Blanck 2013), and Lean Canvas is an effective visual tool to find and communicate customer

centric solutions (Mullen 2013).

Historically, the Lean Canvas by Ash Maurya is adapted from Alex Osterwalder's Business
Model Canvas and optimized for the Lean Startup methodology with a big emphasis on finding
customer problems worth solving (BMC Global). Because the Lean Canvas is ideal for early-
stage innovation projects (Lean Stack 2023), the team used this framework that prioritizes

getting customer-problem-solution foundation in order first.

Literature Review for Business Model
This literature review explores & summarizes the innovative B2B2C business model crafted
for ActivoBank, focusing on its integration with real estate and banking. The review analyzes
sources ranging from ActivoBank’s own digital presence, historical and current market data,
banking trends, and the evolving real estate landscape in Portugal.

ActivoBank's Digital and Customer-Centric Approach

1. ActivoBank’s Digital Strategy (ActivoBank Digital Future): This source provides

insights into ActivoBank’s digital-first approach, emphasizing its commitment to
innovation in banking. It highlights how AB has positioned itself for the digital future.

2. Services and Costs (ActivoBank Account Costs): This source provides information on

the costs associated with ActivoBank’s services, essential for understanding the bank’s
value proposition to customers in the context of a B2B2C model.
Neobanking and Market Trends

1. Neobanking Overview (Forbes Neobank Article, Revolut): These articles provide a

comprehensive understanding of the neobanking sector, offering context to
ActivoBank’s operations within this innovative banking segment.

2. Comparison with Competitors (Revolut): This is direct comparison with a leading

16
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neobank, Revolut, helps position ActivoBank within the broader digital banking
landscape.
Real Estate Market in Portugal

1. Property Market Dynamics (Idealista Portugal Property Market): Provides an overview

of the current property market in Portugal, including costs and trends, which is crucial
for understanding the environment in which ActivoBank’s B2B2C model operates.

2. Construction Industry Insights (Alves Ribeiro History, Mota-Engil History, Teixeira

Duarte History): These sources offer background information on major construction

companies in Portugal, potential partners in ActivoBank’s real estate endeavours.
Partnership Dynamics and Challenges

1. Banking and Real Estate Synergy (Housing Construction Delays in Portugal): This

article discusses current challenges in the housing construction sector in Portugal,
relevant for understanding the potential obstacles in a B2B2C partnership.

2. Digital Banking Evolution (Millennium BCP and ActivoBank Digital Account): This

examines the evolution of digital banking in Portugal, providing context to
ActivoBank’s digital initiatives and customer engagement strategies.
Conclusion for review
The literature collectively portrays AB as a dynamic player in the evolving landscape of
banking. This helps in understanding the intricate balance between digital banking trends,
customer-centric strategies, and the realities of the real estate market in Portugal. Through this,
the business model emerges as a forward-looking example of how banking can evolve to meet

modern challenges and opportunities in the digital age.

Literature Review for Marketing Strategy
The formulation of the marketing strategy was drawn upon a range of established marketing

theories and practices, as detailed in various seminal works in the field of marketing.
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A key framework utilized was the STP process - Segmentation, Targeting, and Positioning, a
concept widely recognized in marketing literature. This approach was first detailed in "Market
Segmentation: A Framework for Determining the Right Target Customers™ by Philip Kotler
and Kevin Lane Keller in their influential work, "Marketing Management" (15th Edition, 2016).
Secondly, the approaches of Value segmentation and Psychographic Segmentation were used
as a base to define the customer segments. Value Segmentation focuses on identifying the most
lucrative customer groups, channelling marketing efforts and budgets towards these high-value
targets. In contrast, Psychographic Segmentation, which groups customers based on personal

attributes like hobbies and beliefs, enables deeper brand-customer connections.

Another cornerstone of our strategy is the concept of the marketing funnel, introduced by E. St.
Elmo Lewis in his 1898 work, "The Art of Advertising." Lewis's AIDA model (Awareness,
Interest, Desire, Action) has evolved to include additional stages like Evaluation, Trial, and
Loyalty, which were integral in our analysis. The expanded model provides a comprehensive
view of the customer journey, from initial awareness to long-term loyalty, and is a widely

acknowledged framework in marketing strategy and research.

Furthermore, digital marketing tools such as Email Marketing, Pay-Per-Click Advertising
(PPC), Web Analytics, Customer Relationship Management (CRM), and Search Engine
Optimization (SEO) were pivotal in the discussion of the details of the digital aspect of our
marketing strategy. These tools are discussed in depth By Simon Kingsnorth in “Digital
Marketing Strategy: An Integrated Approach to Online Marketing”, which provides a practical guide

to digital marketing tactics and their application in modern business scenarios.

4. Introduction to Analysis

4.1 Purpose of Analysis

The purpose of this analysis is to do a brief and strategic assessment of the Banking industry,

18
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with the focus on ActivoBank (thereby referred as AB in some places). The analysis is divided
into multiple analytical frameworks, each of which performs a specific role. VRIO, PESTEL,
PORTER, SWOT etc. are included to help in forming the overall picture of the opportunities

and difficulties in the industry.

4.2 Internal Analysis
The internal analysis consists of two main components — VRIO Framework, Value-chain

analysis.

VRIO Framework
With the help of VRIO, we emphasize the unique resources and capabilities that AB has and
understand if they can be a source of a sustained competitive advantage for the company. In the

following paragraph, we understand the 4 components of VRIO -

1. Value
No Fees for Account Maintenance: Unlike many banks in Portugal, AB does not charge fees
for account maintenance, ensuring a benefit of cost-saving for young customers (ActivoBank,
2023).
Digital Transformation and Innovation: AB has always been on the forefront of digital
transformation, dating back to its inception as Banco7, Portugal's first phone bank. It also
pioneered the transactional website in 2000, and mobile banking app in 2010 in Portugal. In
2019, the bank redesigned its app to cater to its client’s needs in a better way (Wikipedia, Activo
Bank, 2023).
Broad Range of Services: AB offers a wide array of financial products apart from general bank
services such as stock trading, investment funds, and ETFs which are getting popular among

youth as a way to build wealth (ActivoBank Invest, 2023).

2. Rarity

Unique Partnerships & a curated portfolio of products: In the world of digital banking, AB
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focuses on meaningful and unique partnerships. The collaboration with TransferWise for
improved international payments is an example of one of a rare collaboration that distinguishes
AB from competitors from a list (ActivoBank Wise, 2023). ActivoBank’s focus on digital
banking with a portfolio of curated products and strong online presence to make mobile banking
innovative is a distinctive feature in the Portuguese banking sector. Customers can even open
an online account without visiting the branch.

Phygital Model: AB focuses on a Phygital model, as part of which it has 16 branches located
in major shopping malls where they get the most footfall, instead of opening a branch in every
corner like traditional banks.

Fee Structure: The no-fee structure for account maintenance is a rarity and provides a
competitive edge in the market, especially to attract young customers who may not have all the

resources to operate a bank account in a traditional bank.

3. Imitability:
Digital platforms and innovation: The digital approach, although valuable, is imitable as
many banks are moving towards digitalization, one way or another.
Partnerships & No fee structure: Both the partnerships and No fee structure, may be hard to
achieve but are still potentially imitable. It may require substantial negotiation and agreements,

but at the end of the day still possible.

4. Organization
Responsive Infrastructure and Online Strategy: AB showed resilience and adaptability
during the pandemic by transitioning to remote work and reorganizing its call center operations
to meet increased demand, showcasing a strong organizational capacity. Additionally,
ActivoBank’s online strategy and the pursuit of digitalization is second to none.
Growth Trajectory & Sustainable practices: The bank has achieved a substantial growth,

moving from a transactional customer base to a "first bank™ customer base. In a report by World
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Finance, AB has a customer base of 3,00,000+ with $ 2bn worth of assets (World Finance,
2023). AB is also focusing towards becoming a paperless bank to accommodate sustainable
practices. One of the core examples of this approach is giving the facility of opening a bank

account online.

Value chain analysis
With the help of value chain analysis, we try to understand the primary and support activities

of the AB bank and identify which of them creates value and the rest which can be improved.

Primary Activities

1. Inbound Logistics
Technological Infrastructure Procurement: Acquiring, maintaining, and upgrading the
necessary technological infrastructure to support the continuous transformation of digital
banking services.
Partnership Formations: Establishing strategic partnerships with fintech companies to
improve service offerings and enhancing the products offers catered to the young people.

2. Operations
Digital Platform Management: Ensuring a reliable, secure, and user-friendly digital platform
for all banking activities and offering products through digital mediums like websites, mobile
apps, social media etc.
Product & Service Development: Development and management of a diverse portfolio of
financial products including loans, insurance, savings accounts, and investment products to
cater to a young crowd.

3. Outbound Logistics:
Service Delivery & Global Transactions: Maintaining a seamless delivery of financial
services through digital platform, ensuring a high level of customer satisfaction, and facilitating
global transactions through integrations with partners like Wise, to enhance global position.

4. Marketing and Sales:
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Digital Marketing and Phygital model: Utilizing online marketing channels, digital analytics,
and social media to attract young customers. Additionally, increasing physical branches located
in shopping malls to create visibility, trust, and support for customers.

5. Services:
Customer Support: Customer support has been one of the most daunting aspects of banking.
Ensure comprehensive customer support through call centers, chat, and Al-powered bots to
address customer queries and issues promptly and continuous availability of services to meet

customer demands at peak times.

Support Activities:

1. Firm Infrastructure
Strategic Backing: Gaining increased strategic and financial backing from Millennium BCP,
which adds to the bank’s stability and capacity for innovation.
Digital Transformation Initiatives: Continuous investment in digital transformation to stay
ahead in the competitive digital banking landscape.

2. Human Resource Management
Staff Training & Remote Work Adaptability: Conducting extensive training for staff to
assist customers in adapting to digital tools and platforms especially for the new customers.
Since AB doesn’t follow the traditional bank approach, adapting operations to support remote
work and ensuring continued service delivery during challenging times.

3. Technology Development
Digital Innovation: Constant innovation through redesigning apps, launching new digital
services, and utilizing customer feedback for continuous improvement.

4. Procurement
Technology Procurement: Procuring necessary digital technologies, platforms, and tools to

support ongoing operations and new service development.
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4.3 External Analysis

Porter’s Five Forces

As part of External analysis with the help of Porter’s five forces, we identify and analyze five

competitive forces that shape the industry and help determine the weaknesses and strengths.

1.

Threat of New Entrants (Moderate): AB faces moderate threat from new entrants.
Barriers like regulations, technological needs, economies of scale are essential and
especially it is hard to gain trust of users. However, established banks could still revamp
the digitalization process, posing a challenge.

Bargaining Power of Suppliers (Low): The bank enjoys a low bargaining power of
suppliers due to the availability of many service providers, which leads to lower prices
and opportunities to leverage services.

Bargaining Power of Buyers (High): Customers have high bargaining power, as they
can easily switch banks with competitive rates, low fees, excellent service, and security.
AB must focus on retaining tech-savvy and young customers.

Threat of Substitutes (Low): There's a moderate threat of substitutes due to the
convenience and cost-efficiency of online banking, which challenges traditional
banking perceptions, especially among younger customers.

Rivalry of Competitors (High): AB faces high rivalry with intense competition from
not only traditional banks and but fintech companies such as Revolut (Revolut, 2023).
Innovation, user experience, and unique financial products are crucial for customer

retention. The bank should explore unique credit offerings to attract target customers.

PESTEL

Pestel is another essential component of external analysis to evaluate the external environment

in which a business operates. It is useful for understanding market growth or decline, business

position, potential, and direction for operations.

1.

Political Factors: AB operates under moderate political influence, needing to navigate
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government regulations, especially when traditional banks are still preferred by older
generation.

Economic Factors: The bank's profitability is influenced by the Portuguese economy,
including inflation, interest rates, and GDP growth. Consumer income levels also
significantly impact the demand for banking services.

Social Factors: AB must stay on track to meet consumer preferences for digital banking
and align its products with demographic trends, such as an aging population’s retirement
needs and a younger demographic's demand for digital services, parenthood etc
Technological Factors: AB has a good track record in digital transformation. Keeping
the same pace with technological advancements and fintech disruptions is critical. The
bank needs to continually update its online and mobile banking services to stay
competitive.

Environmental Factors: AB is on a right track to reduce wastage by evolving digital
banking. Sustainability practices are becoming important, and AB should abide by
them.

Legal Factors: Compliance with banking laws, anti-money laundering regulations,
GDPR, and consumer protection laws is crucial for ActivoBank’s operations and

reputation.

Competitive Landscape

As a bank which is focused much on the digital aspect and young customers, it's crucial to

understand that the competitive landscape extends beyond traditional banking rivals to include

neo banks (Forbes Advisor, 2023)ide like Revolut and wallet services such as PayPal, Wise etc.

These competitors are redefining banking norms with their digital-first approaches, offering

ease of use, innovative features, and often zero to negligible fees. They appeal to a tech-savvy,

younger demographic and are quick in adapting to changing consumer preferences. ActivoBank

shouldn’t only keep pace with these technological and service innovations but also leverage its
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traditional banking strengths, such as customer trust and a comprehensive range of services, to

maintain a competitive edge in this evolving financial ecosystem.

4.4 SWOT Analysis
ActivoBank’s focus has been on the customers of futures: aged between 25 — 44. With the help

of SWOT analysis, we try to get the overall picture.

1. Strengths:
Digital Expertise: AB has a strong foundation in digital banking, catering to tech-savvy
customers who prefer online and mobile services.
Product portfolio, Partnerships and Strong brand: As mentioned before, AB offers a wide
array of financial products ranging from traditional banking to modern-day investment. The
bank's strong brand position among youth in Portugal serves as a competitive advantage in
attracting and retaining a younger customer base.

2. Weaknesses:
Limited Autonomy: AB is a subsidiary of Millennium. Although AB tries to work
independently, lots of decisions are influenced and approved by the parent company.
Preference: Regardless of the modern offering, a good portion of customers still perceive AB
as a secondary bank.

3. Opportunities:
Personalization: AB can leverage data analytics to provide highly personalized financial
services to attract and retain younger customers.
Financial Education: Financial literacy is still a hard spectrum for people. AB can focus on
providing financial literacy resources and tools to younger customers to create a sense of
financial well-being, trust and loyalty.
Internationalization: Portugal is becoming more global than ever. AB can leverage the
presence of international citizens, immigrants, digital nomads, and expats to help them with

financial setup.
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4. Threats
Regulatory Changes: Evolving financial regulations, GDPR violations and compliance
requirements may create challenges especially in digital aspects.
Cybersecurity Risks: Being on the front lines of digitalization comes with an increase in cyber
threats which can lead to data breaches, damaging the bank's reputation.
Tide change: It could be hard but not impossible for traditional banks to catch up the pace of

digitalization with even better services and products.

5. The Early Homeownership Plan: A customer centric solution
The business idea presented here revolves around revolutionizing the process of home
ownership, particularly targeting young adults between the ages of 24 and 44. The approach
combines innovative financial solutions with a customer-centric perspective, addressing the

challenges faced by individuals aspiring to purchase their first home.

Initially employing a design thinking approach, the focus shifts from a traditional bank-centered
mindset to one that places the customer's needs at the forefront. By understanding the significant
life moments and financial challenges faced by young adults, particularly related to housing,
the project aims to develop a solution that is both feasible and impactful for ActivoBank's

customers.

Through empathizing with the target demographic and defining the problem statement, it
becomes apparent that the high cost of housing and uncertainty surrounding future home
purchases are significant pain points. Existing alternatives in the market offer limited flexibility

and involve considerable financial risk for potential homeowners.

The proposed solution, introduces a novel approach to home buying. It involves a two-stage

decision-making process, allowing individuals to secure the option to purchase a specific
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property during its planning stage with minimal initial investment. This approach not only
mitigates risk but also provides a structured pathway for individuals to achieve their

homeownership goals.

Consider a practical scenario where Jodo and Maria desire to acquire a three-bedroom
apartment (T3) in Oeiras with a final price of €400,000. The entry cost is €40,000, and the
construction duration is 5 years. In 2024, the couple secures the option to purchase the specific
apartment in the planning stage with an initial deposit of €10,000, of which €4,000 is non-
refundable to cover bank services. Until 2029, monthly deposits of €500 are made over the 5-
year construction period to finance the building. In 2029, the completed house is purchased,
utilizing the €36,000 in deposits to offset the entry cost. A housing credit of €360,000 is
obtained to cover the remaining amount. From 2029 onwards, homeowners make regular

payments to the bank to reduce the housing credit.

This innovative model not only empowers individuals to plan for their future but also redefines

the traditional homebuying process, making it more accessible and financially manageable.

The target customer segments include young professionals embarking on their careers and
couples planning for their future. By catering to these demographics' specific needs and
preferences, ActivoBank aims to establish itself as a leading provider of innovative home
financing solutions, ultimately enabling more individuals to realize their dreams of

homeownership.
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6. Navigating Innovation: a Marketing Perspective

This section aims to offer a comprehensive analysis from a marketing standpoint, essential for
successfully introducing and establishing the proposed idea in the market.

The analysis will begin by identifying the challenges and examining successful marketing
strategies and common practices within the banking sector. This will be followed by a strategic
analysis of the target market and segmentation. The second part of the analysis forms the core
of the marketing strategy, starting with the customer journey delineated by the marketing
funnel. This will be complemented by an overview of digital marketing and its pivotal role in
crafting a successful marketing strategy. Finally, it will all conclude with a discussion on brand
positioning and final reflections on ActivoBank's positioning in relation to its partners from a

marketing standpoint.

6.1 Defining the Challenges
Marketing the Early Homeownership Plan presents a unique set of challenges, primarily due to
the complexity of the product and the need for innovative strategies to effectively communicate

its value to potential customers.

The first significant challenge lies in the product's complexity. The Early Homeownership Plan
IS not a straightforward savings plan, nor is it a typical loan. It stands as a hybrid, it is indeed
an investment plan that gives access to an early homeownership and eventual opening of the
loan, which can be difficult for consumers to immediately grasp. This complexity necessitates
a marketing approach that is as innovative as the product itself. The strategy must simplify the
complexity without undermining the product's unique value, ensuring potential customers

understand its benefits and functionality.

Another challenge involves the ability of effectively navigating the regulatory landscape, since
the product intersects both financial and property markets. Each of these sectors is governed by

a stringent set of regulations designed to protect consumers and ensure market stability.
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Compliance with these regulations is not just a legal necessity; it also shapes public trust and
perception of the product. On one hand, the bank must ensure that all marketing materials and
messages adhere to the legal requirements of delivering an accurate representation of terms,
risks, and benefits, and adhering to advertising standards specific to financial products. The
strategy must remain within the bounds of legal requirements while being effective enough to

communicate the unique value of the product.

Additionally, it is also important to address the contrast between the primarily digital experience
offered by ActivoBank and the physical experience of buying a house. Bridging this gap
requires a marketing strategy that seamlessly integrates the digital ease of a modern bank with
the tangible, emotional journey of purchasing a home. This integration is critical to align

customer expectations with the reality of both digital and physical experiences.

The final and major challenge concerns defining the limits in ActivoBank's marketing
responsibilities, especially given its crucial B2B partnership with home construction companies
lying at the base of the product. The marketed product is a bundle, combining the investment
plan with the physical property. Therefore, delineating the responsibilities between what the
bank markets (the financial product) and what the construction companies market (the physical
home) is crucial. This division of marketing responsibilities must be clear to ensure a cohesive

marketing approach between ActivoBank and its partners.

6.2 Strategies for Success: Analyzing Marketing Trends in Banking for New
Financial Products and Real Estate
This section will aim at exploring the most common trends and practices in marketing strategies
within the traditional and digital banking sector, with a particular emphasis on mortgage-related
products. Additionally, a brief overview of the most used marketing strategies in the real estate
sector will also be provided. Aiming to offer an understanding of the closely related field of

real estate, thus ensuring a complete view and efficacy in setting the fundaments for the
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marketing strategy formulation. The purpose of this analysis is to gain insights that could inspire

and enhance the marketing approach the product of Early Homeownership Plan.

When marketing a new financial product like the Early Homeownership Plan, banking
institutions need to blend traditional and modern digital strategies to address the diverse needs
of their customer base. In the context of traditional banks, a focus on highlighting the benefits
of products, balancing technology with a human touch, and personalized service is key.
Traditional methods include in-branch advertising, direct mail campaigns, and print
advertisements in local media. These methods have been effective in reaching a broad audience,

particularly among customers who prefer in-person banking experiences. (Kumar, 2013)

A second very popular aspect in the world of marketing banking is digital marketing, crucial
especially as consumer behaviors shift towards online platforms. Banks need to adapt their
strategies to cater to a digitally savvy customer base, focusing on digital banking services and
utilizing platforms like social media for targeted advertising and engagement. Social media
marketing, search engine optimization (SEQO), email marketing, and influencer marketing are
among the most effective digital strategies for banks in 2024. Platforms like Instagram and
LinkedIn can be used for visual storytelling and professional networking, respectively, to attract

both younger demographics and corporate clients. (Kumar, 2013)

In real estate marketing, similar digital strategies are prevalent. With the rise of online
platforms, real estate marketers are increasingly leveraging social media, SEO, and targeted
online advertising to reach potential customers. This includes creating visually appealing
listings, using virtual tours to showcase properties, and employing data analytics for targeted
marketing campaigns. Real estate marketers also focus on building strong online presences
through optimized websites and engaging content, catering to the needs of various demographic

groups.

For both sectors, optimizing the customer journey on digital platforms is crucial. This involves
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ensuring websites are fast, easy to navigate, mobile-responsive, and secure. Given that a
significant number of consumers, especially younger ones, prefer digital channels for their
banking and real estate needs, a seamless online experience is vital for customer acquisition

and retention.

In summary, a successful marketing strategy for a new financial product like the Early
Homeownership Plan requires a blend of traditional customer service and modern digital
marketing techniques. This strategy should be tailored to the specific product and target
audience, leveraging the strengths of both traditional and digital banks, as well as incorporating
successful tactics from real estate marketing. The focus should be on customer education,
convenience, and engagement through a mix of personalized service and digital innovation.

(\Varadarajan, P. R., & Jayachandran, S., 1999)

6.3 Customer Segmentation: a Strategic Approach
In developing a comprehensive marketing strategy for the Early Homeownership Plan,
targeting young adults aged 25 to 35, and sometimes up to 40, a thorough analysis of the target
customer is essential. This demographic is diverse, encompassing various life stages and
priorities, which necessitates a nuanced approach to segmentation. The primary category within
this target market is first-time homebuyers, typically in their late 20s or early 30s. This group
values clear, educational content about homeownership and financial planning, and their

concerns are centered around affordability, loan accessibility, and long-term investment value.

Within this broad category, two distinct segments emerge: career-focused professionals and
young families. Career-focused professionals, often without dependents, prioritize location,
convenience, and lifestyle amenities. They are well-informed, tech-savvy, and seek efficient,
digital-first banking solutions, with their purchasing decisions influenced by career aspirations
and lifestyle preferences. On the other hand, young families, who are either planning for or have

recently started families, prioritize safety, space, and community amenities, with their financial
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decisions driven by long-term stability and educational opportunities for their children.

When comparing Value Segmentation and Psychographic Segmentation, it becomes evident
that a hybrid approach is most suitable for this target market. Value Segmentation focuses on
identifying the most profitable customers, guiding the marketing budget toward high-value
targets. In contrast, Psychographic Segmentation groups customers based on hobbies, interests,
beliefs, and personalities, allowing a brand to connect with customers on a deeper level.

(Mitchell, 1994)

Applying this hybrid approach over the identified segments, the strategy should emphasize:

1.  For Career-Focused Professionals: A combination of value (focusing on digital
convenience and efficiency) and psychographic elements (aligning with their lifestyle
preferences and career aspirations).

2.  For Young Families: A blend of value (highlighting safety and long-term stability) and

psychographic aspects (focusing on community amenities and educational opportunities).

In implementing this hybrid approach, it is vital to utilize data insights for deeper understanding,
tailor marketing efforts to each segment, and continuously monitor and adapt strategies based
on market feedback and changing consumer behaviors. While these implementations go beyond
the scope of this research, they are crucial for the successful delivery and execution of the
project. By integrating both value and psychographic elements, the marketing strategy for the
Early Homeownership Plan can effectively address the diverse needs of this dynamic customer

base, ensuring impactful and resonant marketing efforts.

6.4 Marketing strategy
Mapping the customer journey through the marketing funnel

The customer journey can be conceptualized through the various stages of a marketing funnel.
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The initial stage, Awareness, is where potential customers first encounter the product. The
challenge here is the lack of awareness and understanding of the product’s benefits. The product
complexity entails careful consideration of this initial stage. The solution lies in advertising and
content marketing strategies that are tailored around the values and behavioral factors of the
targeted customers. The product complexity entails careful consideration of this initial stage.
It’s level of complexity does not allow to explain in detail the whole actionable process of the
investment plan therefore the solution is to communicate and clearly deliver the purpose and

benefits delivered by the product. (Sapian, A., & Vyshnevska, M., 2019)

Following awareness, the Interest stage sees potential customers seeking more information. The
key challenge is to maintain their interest and provide them with enough information to keep
them engaged. This phase allows to deeply explain and fully communicate the entire purpose
and functioning of the product. Thus, ensuring complete and exhaustive understanding of the
product to all interested customers. This can be addressed through educational content like

blogs, webinars, and in-depth product details explanations.

Proceeding to the Consideration and Intent stages of the marketing funnel, it's important to
acknowledge that these phases, especially for a unique product like the one in question, tend to

be closely intertwined.

In the Consideration stage of the marketing funnel, customers evaluate the product in relation
to their needs and other market options. The primary challenge at this stage is to differentiate
the product in a competitive market. Fortunately, the product's unique features allow it to stand
out from existing financial products. This stage is critical as it is where a potential customer
transitions into an actual buyer. To effectively navigate this stage, a specialized sales team,
capable of engaging customers through digital or in-person one-on-one interactions, is pivotal.
The primary goal of these meetings is not only to sell the plan but also to foster a lasting

connection with ActivoBank. It is essential to ensure that customers do not leave these meetings
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without engaging with the bank in some capacity. Therefore, a backup offer, such as a savings
account or some other financially valuable program, should be available. This strategy aligns
with the overall objective of establishing a strong relationship with the users of the bank and
aids in achieving a tangible conversion rate in customer acquisition. (Sapian, A., & Vyshnevska,

M., 2019)

In the Intent stage, customers are generally prepared to make a purchase, but they may still
encounter uncertainties or have lingering questions. To address this, it's crucial to provide
comprehensive information and accessible customer service, aiding their decision-making
process. This stage, closely linked with the Consideration phase, is where customers are
essentially convinced about the product, and the focus shifts to reinforcing their decision to
commit to the plan. At this juncture, the support of a specialized team is vital. These trained
professionals from the bank can engage in one-on-one, in-person interactions to provide
detailed information and clarify any doubts. This approach, which intertwines the Consideration
and Intent stages, in relation to the nature of the product being a long-term investment plan. In-
person interactions, adhering to traditional banking methods, are crucial due to the significant

weight and complexity of the decision-making process.

In the Purchase stage of the Early Homeownership Plan, while simplifying the transaction
process is vital due to the long-term commitment and complexity associated with housing
investments, maintaining personal, human contact with the client is equally crucial. This
approach ensures the retention of a traditional banking style, reflecting the significant weight
of a house purchase decision. Additionally, streamlining the process involves clear, user-
friendly navigation and providing easily accessible, comprehensive information. Alongside
digital tools, readily available in-person customer assistance is essential. This blend of digital
efficiency and personal interaction addresses any concerns or questions, ensuring a smooth and

reassuring transaction process.
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Finally, the Loyalty and Advocacy stage is critical for post-purchase engagement. The
challenge here is maintaining ongoing customer engagement and loyalty. Providing excellent
customer support, seeking feedback, and encouraging referrals, coupled with loyalty programs,

can transform satisfied customers into brand advocates. (Sapian, A., & Vyshnevska, M., 2019)

Moreover, the specialized team's responsibility extends beyond the purchasing stage, closely
monitoring each client’s situation and market trends to mitigate risks associated with the
transition from early homeowner to actual homeowner under a mortgage. This team's expertise
is critical in ensuring clients are well-informed and supported throughout this phase,
maintaining clear communication and providing tailored advice. After a client enrolls in the
Early Homeownership Plan, ActivoBank's specialized team plays a crucial role in guiding them
towards the initiation of the home credit. This period is marked by potential market fluctuations
and other variables, which can impact the final terms of the home loan. Despite these
uncertainties, ActivoBank is committed to offering the best available market options to its
clients. ActivoBank's approach, focusing on dedicated support and market adaptability,
underscores its commitment to customer satisfaction and trust, effectively managing the

transition to ensure the best possible outcome for each client. (Varadarajan, P. R., &

Jayachandran, S., 1999)

Leveraging digital marketing: a fundamental player
Digital marketing plays a pivotal role in the marketing strategy of the Early Homeownership
Plan, particularly considering the digital-first approach of ActivoBank and the profile of the
targeted customer demographic. The effectiveness of digital marketing in the banking sector
has been increasingly recognized due to its cost efficiency, ability to reach a wider yet more
targeted audience, and alignment with the preferences of modern consumers. (Peter, M. K., &

Dalla VVecchia, M., 2021)

In the awareness stage of the marketing funnel, three digital marketing elements play a crucial
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role in promoting ActivoBank’s Early Homeownership Plan: Social Media Marketing,
Influencer Marketing, and Pay-Per-Click Advertising (PPC). Firstly, the digital marketing
strategy may benefit from social media marketing. By utilizing platforms like Facebook,
Instagram, and LinkedIn, ActivoBank can engage directly with its target demographic,
including young professionals and families. The creation of interactive posts, infographics, and
customer stories fosters engagement and increases brand awareness. In second place, partnering
with influencers in the financial or real estate sectors can significantly boost ActivoBank's
visibility. Influencers, by endorsing the Early Homeownership Plan, can impart credibility and
trust to the product. Their endorsement is particularly effective in the awareness stage, reaching
a broad audience and generating initial interest. Finally, the use of PPC campaigns, particularly
through Google Ads, targeting specific keywords related to home ownership and financial
planning, can drive immediate traffic to ActivoBank’s product pages. By focusing on relevant
keywords and optimizing campaigns based on metrics like cost per click (CPC) and conversion

rates, PPC can effectively raise awareness about the product. (Bala, Madhu, & Verma, 2018)

In the Interest stage of the marketing funnel, two digital marketing elements are particularly
effective for ActivoBank's Early Homeownership Plan: Content Marketing and SEO (Search
Engine Optimization). Content marketing entails creating informative and engaging content
such as blogs, guides, and webinars, ActivoBank can position itself as a thought leader in the
home financing sector. The content should be tailored to topics like financial planning tips, the
benefits of early investment, and real success stories, which are key to capturing the interest of
customers and breaking down the complexity of the product. While on the other hand SEO is
all about targeting keywords related to home loans, financial planning, and early
homeownership is crucial in attracting potential customers who are actively searching for
related information online. It enhances the visibility of ActivoBank’s informative content and
product offerings, making it easier for customers to find the information they need. (Peter, M.

K., & Dalla Vecchia, M., 2021)
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Finally other digital marketing fundamental tools that should be considered are also: Email
Marketing, Pay-Per-Click Advertising (PPC), Web Analytics, and Customer Relationship

Management (CRM). (Bala, Madhu, & Verma, 2018)

Email Marketing involves sending personalized and targeted emails to nurture leads and keep
potential customers engaged. Ideally, it should be employed since the Consideration stage of
the marketing funnel. This approach avoids creating early barriers in the customer journey and
instead focuses on establishing a relationship when the customer has a basic understanding of
the product. Email content, including product updates, exclusive offers, and educational
materials, should be personalized to build a genuine connection with the customer. Monitoring
metrics like open rates and click-through rates will help refine the effectiveness of these

campaigns.

PPC, Pay-Per-Click Advertising particularly through Google Ads, targets specific keywords to
drive immediate traffic to the bank’s product pages. For instance, targeting keywords such as
"early homeownership plan,” "affordable home loans," or "first-time home buyer incentives"
can attract potential customers at the Awareness or Interest stages of the funnel. The ads might
appear on financial advice websites or forums. Optimizing these campaigns based on
performance metrics like cost per click (CPC) and conversion rates ensures that the bank

maximizes its return on investment. (Bala, Madhu, & Verma, 2018)

Furthermore, Tools like Google Analytics provide insights into customer behavior on
ActivoBank’s website. This data is vital in understanding what attracts visitors, the sections of
the website they find most engaging, and potential drop-off points. This information is
particularly useful in refining the online experience, especially if customers are deterred by the
complexity of the product or issues with the user interface. Web analytics play an important

role throughout the entire marketing funnel, from Awareness to Loyalty.

Finally, by utilizing CRM software, ActivoBank can track interactions with potential
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customers, personalize communication, and enhance customer service. This approach allows
the bank to tailor its marketing strategies to meet the specific needs of different customer
segments. For example, CRM data can help identify customers who have shown interest in
home loans but have not yet proceeded to the Purchase stage, allowing for targeted follow-up
communication. CRM is crucial throughout the marketing funnel, especially from the
Consideration stage onward, where personalized interaction becomes key. (Peter, M. K., &

Dalla Vecchia, M., 2021)

Product Positioning
ActivoBank's Early Homeownership Plan is strategically positioned to resonate with its
overarching brand identity, which is centered around innovation, accessibility, and customer-
centricity. The unique selling proposition (USP) of this product lies in its novel approach to
home financing, offering an accessible and flexible solution that caters specifically to first-time
homebuyers and young families. This distinctiveness is not just in its features but also in how
it aligns with ActivoBank's digital-first spirit, making financial solutions more approachable

and user-friendly.

The core values and personality of ActivoBank are reflected in this product. The bank's
character is defined by a forward-thinking, inclusive approach, emphasizing simplicity and
clarity in financial services. These values are embodied in the Early Homeownership Plan
through its straightforward design and the emphasis on educating and guiding customers

through the home-buying process.

Key benefits of the product include its tailored approach to young adults and families, offering
a manageable pathway to homeownership and combining elements of investment with
traditional loan structures. This positions the product as both innovative and practical, aligning

with ActivoBank's mission to demystify financial processes and make them more accessible.
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The brand promise of ActivoBank, and by extension this product, is to deliver a seamless,
customer-focused experience. This is achieved through personalized service, digital innovation,
and a commitment to transparency and support throughout the customer journey. The desired
perception of the brand is one of reliability, modernity, and customer empowerment, which is
consistent with the bank's overall market positioning as a progressive, digital-centric financial

institution.

In summary, the Early Homeownership Plan’s branding is a reflection of ActivoBank’s broader
market positioning. It underscores the bank’s commitment to innovation, accessibility, and
customer engagement, solidifying its place as a modern, approachable financial institution that

is attuned to the evolving needs of its customers.

Addressing the bundle issue: ActivoBank’s marketing responsibilities
The marketing strategy for ActivoBank’s Early Homeownership Plan presents a unique
challenge due to the product’s nature as a bundle, combining both an investment plan and a
housing component. This combination involves two distinct business entities: the bank and the
construction or real estate company. The complexity arises in determining the division of
marketing responsibilities: whether the bank should solely market the investment plan while
the construction companies focus on the housing aspect, leading to two separate marketing

strategies and campaigns.

However, the interdependency of the investment plan and the housing element means that
marketing them separately might not fully convey the value and uniqueness of the combined
product. Thus, a siloed approach may not be effective in attracting potential customers who are

interested in the complete package.

The solution lies in acknowledging the complexity and crafting a unified, collaborative
marketing strategy. Marketing departments from both the bank and the construction or real

estate company need to work closely to develop a joint strategy that reflects the product's
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combined nature. This collaborative approach ensures that the marketing message is cohesive
and clearly communicates the benefits of the bundled product. Such a strategy should articulate
how the investment plan complements the housing component, highlighting the advantages of
this partnership to potential customers. The unified marketing plan could include combined
advertising campaigns, joint promotional events, and integrated communication efforts,

ensuring that the messaging is consistent and comprehensive.

In summary, the key to successfully marketing the Early Homeownership Plan lies in
collaboration between ActivoBank and its real estate partners. By developing a combined
marketing strategy that reflects the intertwined nature of the product, both entities can
effectively communicate the full value of the bundle to potential customers, ensuring clarity

and maximizing the impact of their marketing efforts.
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7. Financial Analysis

Market Size
To determine the market size and possible market penetration of ActivoBank, the TAM, SAM
and SOM framework was chosen (Appendix 4). Firstly, in 2022, there were 169K new home
credits in Portugal (Banco de Portugal 2023), which correspond to an expectation of the total
addressable market, meaning, total market demand. Of all these home credits, 60,10% of them
were to people under 40 years old, which means that 102K yearly home credits correspond to
ActivoBank’s target customers thus being the serviceable addressable market. Finally, the
serviceable obtainable market is the realistic market share that ActivoBank could expect to
capture after three to five years in the market, which, with a conservative expectation of 2% of
SAM, corresponds to 2K new home credits for ActivoBank per year.
For a pilot project, a residential complex with 200 apartments is a proportionate starting point
to test the feasibility and develop expertise implementing the project, to further scale in later

years.

Cautions
Performing financial projections is extremely hard when the team is not able to determine or
have access to sensitive information such as opportunity cost of the bank, average nominal
returns on home credits, or average nominal returns on loans to partners. Accurately estimate
the net present value of the project is even harder when having into account the real returns of
a bank instead of nominal. As such, all the financial projections should come with a great grain
of salt and should only be viewed as a broad estimation of key revenues and costs, without
considering land discounts from municipalities, tax exemptions, benefits from economies of

scale or costs with customer acquisition and other marketing expenses.

Financial Projections

Starting from the construction owner’s perspective, the profits come from the revenues when
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selling the apartments, and key costs are related to everything related to project development,

and the cost of capital due to loans. Financial projections presented in Appendix 5.

In terms of assumptions, a pilot project of 200 apartments will be considered; the selling price
per apartment is 400K €; IMT (8%) is approximately 30K € per apartment; then, 4K € are fees
to the bank to pay for costs to run the program. With the support of Chat GPT and the
supervision of an experienced architect, the team estimated that relative to the final price of the
apartment before IMT, 2% were costs with the construction owner representative, 12% costs
related to the architecture project, lands, and permits, 65% were construction costs, and 1%
fiscal costs. Overall project costs would be around 80% of net sales, which with 10% more used
to pay interests on loans from ActivoBank, would mean a profit margin of 10% to the project
owner. Under these assumptions, the profit of the pilot project would total 9,7M €. If
ActivoBank had a market penetration under SOM, meaning 2K apartments per year, the project

owner would profit 97M € per year.

Then, from the bank’s perspective, the key profits come from interests on loans to construction

partners and interests on home credit, with home credits being ActivoBank’s end goal.

In terms of assumptions, the 4K€ in fees per apartment are supposed to cover the customer
acquisition costs and all the operating costs related to managing the Early Homeowners
program, so that the bank never loses. Considering a 10% profit per loan to construction
company, and a 100% nominal profit per home credit loan paid in 40 years, the total profit of
the bank in interests would be 41M € for the pilot project. If the same conditions were applied

to 2K apartments per year, it would correspond to 411ME€ in nominal profits.

8. Scenario Analysis & Risks
Worst Case Scenarios
To properly mitigate risk and increase the reliability of the project, it is important to account

and be prepared for the possibility of pessimistic scenarios related to the individuals, the
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partners, and the bank.

Starting with the individuals, in the case of Jodo and Maria stop paying the monthly cashflows
during the construction phase, the worst scenario is that they lose the right to buy the house,
thus ActivoBank has less liquidity and the construction owner will sell the house at market
price. The same can be considered, if after the house is constructed, the individual does not
want to opt in and buy the house. In addition, despite ActivoBank end goal is to close deals
with home credit loans to individuals, if after five years, the financial instability of these
individuals reaches critical status, the bank can also adjust the credit offer accordingly.
Meaning, ActivoBank has also the option to leave the deal, and free the customer to get home
credit from another bank. In all worst scenarios related to the customer liquidity and financial
ability, the bank is always protected with the initial fee that is not refundable, and the
construction owner has the assurance that ActivoBank will provide credit nevertheless and can
still sell the house at market value. In case the customer has financial problems after the house
credit is sold, just like with traditional house credits, ActivoBank has the mortgage as insurance,

which makes this project a very safe product for the bank.

Moving forward to the construction pessimistic scenarios, if the construction owner has delays
delivering the end product or fails to comply with quality standards, it is common in
construction deals to have all liability with the construction owner which has to pay tremendous
fines to compensate the customers and the bank. That is the reality of the construction business,
since as the project owners, ActivoBank’s partners take all the risk and liability whilst having
all the profit margins from selling the apartments. However, in case of bankruptcy of any
partner, the bank should be liable. It is the bank's responsibility to make the necessary due
diligence on who he should lend money. The risk of being in the banking industry is always the
same, banks lend money to individuals or businesses in exchange for interests, where there is
always the risk that the lender will become bankrupt and not meet its obligations. The higher

the risk, the higher the interest rates. As such, to ensure the financial viability of partners and
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customers, ActivoBank should perform proper extensive background checks and monitor all
parties’ accounts closely. In addition, ActivoBank should invest in congratulation to protect its
rights and that of its customers.

Finally, there is the risk that the bank is the one with financial difficulties and liquidity
problems. Under this scenario, the costs of loans to partners could increase and the credit rates
on home credit could also increase. In the end, it seems highly unlikely that ActivoBank could

have such liquidity problems that it fails to meet its obligations with partners and customers.

To sum up, from analyzing all the pessimistic scenarios, everything seems part of normal risk
of each industry, which in the end can be considered a safe product, because in case of other

parties' bankruptcy, the bank always has the assess as the insurance.

Project Development Risks
In terms of the limitations of the project developed by the team there are core risks that need to
be taken into consideration. Firstly, the team is not expert in banking nor construction projects,
which together with lack of in-depth validation with potential partners means that the solution
still needs work to further match the costs and benefits of construction owners. To mitigate the
lack of expertise, the team interviewed architects and civil engineers with expertise in
construction, however, it will be for the next steps that team interviews the construction
investment team of Millenium BCP to better determine the returns, costs, and the feasibility of
the idea for the bank. Furthermore, for the reasons stated above, together with lack of access to
sensible bank information regarding the returns on their product loans, the financial projections
will likely have a significant error margin. Finally, even if some validation of the problem and
the solution was performed, it is important to be aware that the sample corresponds to answers
from the close network of the team which may not represent the views of the population in
Portugal. As of next steps, it is key that ActivoBank further expands its idea validation through

interviews including extreme users to ensure that the solution is desired by the target audience
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and to adapt the strategy to acquire new customers to ActivoBank’s Early Homeowners

Program.

9. Impact, Desirability, Feasibility, Creativity
In evaluating the Early Homeownership Plan, it is crucial to consider various dimensions of the
project. These include the impact on both customers and the bank, the desirability of the project
in terms of pros and cons and goal alignment, the feasibility of implementation given the
complex nature of the product and market, and the level of creativity and innovation involved.
Each of these aspects provides a comprehensive perspective on the potential success and

challenges of the project.

Impact
This initiative has the potential to break the pattern of delayed homeownership among younger
generations, fostering progress within the Portuguese society. The project contributes to the
creation of more stable and secure living environments having direct positive implications for
societal well-being, mental health, and community cohesion. Furthermore, the project addresses
a broader societal challenge linked to demographic trends prevalent not only in Portugal but
also in many other Western countries. The trend of delayed marriage and family formation,
often attributed to economic constraints, is a significant concern. Our proposed solution aims
to address this issue and has a direct impact on demographics, a crucial determinant of a
country's prosperity. The interconnection between population dynamics and a country's
economic strength underscores the importance of tackling such challenges, as a thriving and
economically robust nation is closely intertwined with the composition and growth of its

population.

For ActivoBank, this project not only holds the potential to expand its market share and
customer base but also positions it as a leader in financial innovation. Importantly, mortgages

and loans are traditionally profitable products for banks, suggesting that this plan could be a
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promising builder of wealth and financial success for ActivoBank.

Finally, it is also worth mentioning the impact on the real estate market, offering a boost in
demand while providing liquidity for home constructors. This dual effect accelerates and
streamlines the entire home construction process, contributing to progress in the real estate
sector. The effectiveness of this plan, however, will depend on market reception and the

management of financial risks involved.

Desirability
The level of desirability of our proposed idea is exceptionally high, considering the previously
discussed impact on individuals and society in general. It goes beyond just offering a financial
product; it symbolizes a shift in mindset, challenging prevailing negative beliefs and
introducing a positive and practical outlook for the future. The desire for homeownership is a
fundamental human aspiration, and our innovation addresses this need directly, making it not
only desirable but also transformative in its societal implications. Therefore, the project has
clear pros such as innovation in home financing and addressing the needs of a specific customer
segment. It aligns with ActivoBank's goals of expanding its services and enhancing customer
engagement. However, the cons include potential market resistance to a new concept and the
risk of financial unpredictability. The introduction of a new approach to home financing may

face skepticism or hesitancy from a market accustomed to traditional methods.

Feasibility
Firstly, a comprehensive market analysis is imperative to grasp the dynamics and demands of
the housing market accurately. This involves studying trends, assessing demand-supply ratios,
and identifying potential challenges specific to the geographical areas targeted. Regulatory
compliance is another critical facet, necessitating a thorough understanding of local and
national regulations governing both the financial and real estate sectors. Furthermore,

successful implementation requires seamless alignment with construction or real estate
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partners. Building strong partnerships is not only about finding compatible entities but also
involves negotiating mutually beneficial terms and ensuring a shared vision for the project. The
complexities of the housing market, characterized by fluctuating demand, diverse customer
preferences, and regulatory intricacies, amplify the challenges.

Overall, it demands substantial resources, both in terms of financial investment and human
expertise. Success in overcoming these challenges will not only pave the way for a successful
launch but also establish ActivoBank as a leader in navigating the intricate landscape of housing

finance innovation.

Creativity
This project exemplifies creativity, proposing a novel solution in the realm of home financing.
By combining elements of investment planning with homeownership, ActivoBank is venturing
into unexplored territory, setting a new market trend. No existing product offers such a blend,
making this initiative a pioneering step in the banking sector. The project’s innovative approach
reflects a shift in traditional banking models, focusing on customer-centric solutions and market

differentiation.

10. Other opportunities
Although the focus is on the Early Homeownership program, ActivoBank can explore added
opportunities to increase the value proposition and revenue from the program. To understand
more, we will explore two premises — first, additions to the program to make it more lucrative

and second, twists to improvise the idea to target niche customers.

Additions
First-Time Homebuyer's Assistance Program
To support first-time buyers as they navigate the complexities of purchasing their home,
ActivoBank can provide educational resources and financial counselling aimed at educating

young customers to understand the complex buying process. The educational component helps
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demystify the home buying process, making it more accessible and less intimidating. The
counselling ensures that customers understand mortgage options and how to manage their home

purchase responsibly.

Reward Loyalty Program

To incentivize customer retention and reward banking loyalty, this program links banking
behaviour with benefits that can be applied to joint(family) or individual accounts. For example,
by using the bank for daily financial transactions or maintaining certain account balances,
customers can earn points or receive mortgage-related rewards. This motivates the users to treat

ActivoBank as primary account.

Flexible Loan Conversion Options

Financial situations and market conditions change over time. This service allows for mortgage
adaptability. Customers can convert their loan types (e.g., from a floating interest rate to a fixed
rate) or adjust repayment terms without incurring penalties. This is similar to traditional loans.
The financial flexibility ensures that borrowers are not locked into a mortgage product that no

longer reflects their current needs or the economic climate.

Twists to the core idea
This refers to the changes made to the original idea to meet special needs and cater to a niche

segment of customers.

Restore/Revamp Houses instead of construction

A large number of people inherit houses from the older generation, be it their parents or
grandparents. These inherited properties, while valuable, frequently require modernization or
renovation to meet contemporary living standards. For instance — a young family may need to

modularize the kitchen to accommodate new appliances or restructure the house to have a new
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room or bathroom for growing family. In such case, AB can partner with small Interior
designing companies to help the customers. While the costs involved in renovations may not
equal to the expense of purchasing a new home, it still requires significant financial planning

and resources.

Rent-to-Own plan for more flexibility

The flexible rent-to-own model stands out as a unique solution. For this plan, ActivoBank acts
as a co-owner, offering occupants a progressive pathway to purchase equity(house),
transitioning them from renters to owners. Customers also have the option to sell their equity
back to the bank, providing a safety net for those facing unforeseen circumstances or financial
crunch. However, this flexibility is balanced with protective measures from ActivoBank such
as advance notice, and specific equity amount redeemability, ensuring ActivoBank’s interest is

not at much risk.

11. Limitations
An idea could be perfect in theory, but the practical implementation always has some
limitations. On paper, the Early Home Ownership program seems ideal in helping to solve the
housing related issues for young people as well as a definite and stable revenue stream for the
bank. Since the project involves multiple layers of partnerships, legal ramifications and market
economics, there might be some limitations for the project which could hinder the overall plan.
To address these, we have divided them into three categories: Financial and Market

Uncertainty, Operational Challenges, and Legal and Regulatory Constraints.

Financial and Market Uncertainty
One of the core parts of the program is Loans and Credits. With any credit or loan comes
interests, which can be a big ‘IF’. The market or economy may face inflation and changes.
Correspondingly, the profitability of the program is susceptible to market-driven interest rate

changes, potentially impacting loan affordability for customers and the bank’s revenue
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projections. This in turn leads to economic instability which can affect both ActivoBank and
customer’s financial health, leading to increased default risks and reduced demand for new
housing loans. Apart from credit, fluctuations in property values is another risk factor which
can impact the equity value of homes within the program, affecting both the bank’s assets and
the customers' investments. Also, banks and construction companies often have different

approaches to risk assessment and management, necessitating a vital risk strategy.

Operational Challenges
The success of the program depends on both the bank and construction company. The
construction company plays a pivotal role in building the house, considering the timeline,
budget, legal complexity, and quality. Since construction is not always a straightforward
process, aligning the construction timelines with the bank’s schedules can be challenging and
any delays in construction could lead to discrepancies in loan disbursements, interest rates and
customer expectations. Furthermore, the program demands significant resources in terms of
capital, expert personnel, and infrastructure, which could strain the administrative process.
Since ActivoBank may not be directly responsible for the construction of the houses but as a
Product owner, they still have to meet the responsibilities to their customers. Hence, the
dependency on a third party or construction company may possess some operation challenges,

especially if the goals or the vision change for any of the parties involved.

Legal and Regulatory Constraints
The partnership between ActivoBank and construction company for the Early Home Buying
Plan introduces a complex legal and regulatory landscape. Making contracts that include the
responsibilities, rights, and obligations of both ActivoBank and the construction company is a
significant legal undertaking. These contracts must address project timelines, financing terms,
quality standards, and liability issues. Also, a big uncertainty for any partnership is what

happens if one party refuses to abide by the deal or tries to circumvent the contract. Legal and
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regulatory constraints, especially when a Bank is involved, could be a nightmare and the
program’'s unique structure also may present legal challenges, especially those related to

property rights and financing agreements.

12. Conclusions
The project embarked on a transformative journey aligned with ActivoBank's broader
objectives. Our main objectives were to navigate the theoretical underpinnings of ActivoBank's
operations, employing design thinking and leveraging contemporary literature on banking
ecosystems, business model innovation, and strategic market positioning. The specific goals
included fostering innovation within ActivoBank, serving the evolving needs of young adults,
and creating a distinctive business model centered around financial solutions, community

engagement, and strategic positioning.

The project stands as a testament to innovative thinking, rigorous research, and a deep
understanding of the current financial market. Its achievements include the development of a
comprehensive business model that not only aligns with theoretical frameworks but is also
primed for practical adoption. The project addresses the evolving needs of young adults,
positioning ActivoBank as a pioneer in the digital banking space. Valuable lessons were

learned, bridging the gap between theoretical knowledge and real-world problem-solving.

From a theoretical perspective, the project highlighted the importance of aligning business
strategy with customer needs, emphasizing a customer-centric approach. Practically, it shed
light on the intricate balance required between innovative thinking and the practical realities of

the financial sector.

The project's educational value lies in its ability to bridge theory and practice. It offered students
the opportunity to apply theoretical frameworks to practical scenarios, emphasizing the
criticality of a customer-centric approach in the dynamic financial landscape. The experiential

value stems from the real-world problem-solving skills developed, preparing students for the
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challenges of the professional sphere.

The proposed project aligns seamlessly with ActivoBank's broader objectives, aiming to
transform from a secondary account holder to the primary banking choice for users. It
recognizes the need for innovation in the competitive digital banking landscape and
strategically engages with young professionals and community stakeholders to shape solutions

that resonate with the target market.

To enhance the impact of the project, future research and development could explore potential
enhancements or additional features. Areas of focus may include refining the user experience,
incorporating emerging technologies, or expanding the project's applicability to a broader
demographic. Continuous innovation is key to staying ahead in the ever-evolving financial

sector.

In conclusion, this project represents more than an academic pursuit; it is a catalyst for
innovation and adaptability in the face of market saturation. It exemplifies the transformative
power of creativity and the willingness to tackle challenging problems. The call to action is
clear — to continue the journey of innovation, adapting to the dynamic financial landscape, and
shaping the future of banking. The project's significance lies in its potential to influence not
only ActivoBank's trajectory but also the broader financial industry, setting new benchmarks

for customer-centric solutions and strategic market positioning.
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Appendix 1 — TAM, SAM & SOM Framework

% Houses Per Year # Houses per Year

TAM >> #New Home Credits in 2022 100% 169 000

SAM >> To People under 40 y.o. 61% 103 090

SOM >> Expected Market Penetration 2 062
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