INTRODUCTION

Statement of Situation

The car sales industry has been growing rapidly over the past few years.  There are many options consumers can take to finance their new or used vehicle.  The Royal Bank of Canada (RBC) offers many services and products for both business and personal use.  One of the personal products offered are car loans.  RBC has highly trained and experienced staff, and their goal is to help their clients decide how to finance their vehicle. 

Statement of Purpose

The Royal Bank is superior to other banks when providing products and services to their clients.  Therefore, the purpose of this report is to determine how to provide Bonnie Gauthier with appropriate financing so she can purchase a vehicle for the first time.  

Scope of the Report and Sources Used

This report contains industry, company, customer, and competitor information, along with RBC’s company objectives.  The report also includes an overview of the various ways in which a vehicle can be financed.  Royal Bank website has been analyzed and proved beneficial to the report.    

INDUSTRY ANALYSIS

Economic Factors

The Canadian banking industry includes 13 domestic banks, 34 foreign bank subsidiaries and 11 foreign bank branches.  These institutions combined manage over $1.6 trillion in assets.  The banks’ customers include individuals, small and medium sized businesses, large corporations, governments, institutional investors and non-profit organizations.  The major domestic banks include BMO Financial Group, CIBC, Laurentian Bank of Canada, Royal Bank of Canada, The Bank of Nova Scotia, Canadian Western Bank, National Bank of Canada, TD Bank Financial Group, Citizens Bank of Canada, and Manulife Bank of Canada.  These banks offer a wide range of banking, investment and financial services (Canadian Bankers Association, 2003).  

The economy is currently in a bear market but consumers are taking advantage of low vehicle financing while they can.  Canadian motor vehicle purchases for 2002 where a record 1.70 million units, which is an 8% increase over 2001.  The increase in vehicles purchased is largely the result of 0% financing as well as other customer incentives (Scotiabank Group, 2003).

Legal Factors

Canada’s banks are leaders in keeping their customers’ personal information accurate, confidential, secure, and private.  They realize that the most valuable service a bank can provide is the ability to protect its customers’ privacy.  The Personal Information Protection and Electronic Documents Act came into effect January 1, 2001.  This Act governs the activity of all federally regulated industries, which include airlines, banks, broadcasters and telecommunications companies.  They are regulated in how they collect, use, disclose, and provide access to their customers’ personal information (Canadian Bankers Association, 2003).  

Technological Factors

Technology is rapidly changing the way most Canadians conduct their financial affairs.  With the development of debit cards, the national Automated Banking Machine (ABM) network, and telephone and online banking, Canadians can access financial services virtually anywhere at any time, saving them time and money.  “Over the past six years, Canada’s six largest banks have spent a cumulative total of almost $17 billion on technology” (Canadian Bankers Association, 2002).

What makes Canadian banking so successful as an e-commerce enterprise is a combination of substantial investments in new technology and the steady growth of a system which offers people choice and convenience in how, when, and where they handle their financial affairs (Raymond Protti, President and CEO of Canadian Bankers Association).

The majority of Canadians expect banks to continue to be technology innovators and to introduce or expand technologies that will improve the banking experience for their customers (Canadian Bankers Association, 2003).  

Current Trends

Internet banking, telephone banking, Interac Direct Payment (IDP), and ABMs are the current trends in the banking industry today.  In 2000, 5.8 million computer-banking customers registered with the six major banks in Canada, which is a 262 percent increase over 1997.  Internet banking provides routine transactions plus a growing list of credit and investment services.  Telephone banking permits customers to make account enquiries, transfers, and bill payments from a telephone 24 hours a day.  In 2000, 9.7 million telephone-banking customers represented a 65.8 percent increase from 1997.  IDP allows customers to use their banking cards to pay for purchases at retail stores.  In 2001, 2.2 billion direct payment transactions, valued at more than $94 billion, were processed through the IDP service.  ABMs can be found inside or near bank branches, in grocery and retail stores, and in gas stations.  The number of bank ABMs across Canada in 2001 totaled 18,062 (Canadian Bankers Association, 2003).  

COMPANY ANALYSIS

Background

The Merchants Bank, founded as a private commercial bank in 1864, was renamed Royal Bank of Canada in 1901.  In 1941, the Royal Bank became Canada’s largest bank, based on assets, and today the Royal Bank remains Canada’s premier financial services company.  The Royal Bank installed its first computer in 1961, a first in Canadian banking.  RBC remains a leader in new technology and, in January of 1995, became the first Canadian bank to offer information through the World Wide Web.  Today, RBC has a strong position in all personal and commercial banking product lines in Canada and is a major presence in the global market (Royal Bank of Canada, 2003).  

Reputation

RBC employs 59,549 people who serve 12 million individual and business customers worldwide.  RBC has 1,311 branches and 4,486 banking machines in Canada.  RBC’s international network includes 807 offices in more than 30 countries.  RBC’s staff are highly trained and continually update their skills with the Personal Learning Network, an award winning learning program which enables its employees to advance their training anytime, anywhere.  In 2001, RBC donated $27.2 million dollars to charities across Canada (Royal Bank of Canada, 2003).  

Company Policy

RBC’s vision is to be a leading North American financial services organization, pre-eminent in Canada, with specialized global businesses in those areas where they have a strong competitive position.  RBC’s focus is on improving performance in each of our businesses to achieve consistent and superior returns for our shareholders.  RBC values excellent service to clients and each other, working together to succeed, personal responsibility for high performance, diversity for growth and innovation, and trust through integrity in everything they do (Royal Bank of Canada, 2003).

PRODUCT ANALYSIS

RBC provides many options to clients who plan to purchase a vehicle with credit.   Obviously, the most economical way for a client to purchase a vehicle is with cash, but most people find it either impractical or impossible to come up with the entire amount of money at once.  Pre-approved car loans, ordinary car loans, and the residual-value (buy-back) car loan program are all provided to clients at RBC.  An RBC Personal Banker helps clients choose the best type of car loan for their financial position.  Identification of features, including advantages and benefits are displayed in Figure 1, below:

FIGURE 1: RBC’s Product Features, Advantages, and Benefits

	FEATURES
	ADVANTAGES
	BENEFITS

	Pre-approved Car Loan
	· RBC provides clients with amount of money they can borrow before the clients starts shopping for a vehicle


	· Clients know exactly how much they can spend on a vehicle before they start looking



	Ordinary Car Loan
	· Fixed interest rate:

· Fixed monthly payments throughout loan term

· Secured or unsecured

· Security against payment increases should interest rates rise

· Variable interest rate:

· Rate fluctuates with prime

· Potential to save on interest expenses and repay loan faster


	· Option of switching from variable rate to fixed rate, or vice versa, without penalty

· Option of weekly, bi-weekly, or monthly payments 

	Residual-Value Car Loan (Buy-Back Car Loan)
	· Pay interest only on the residual value, and interest and principal on remaining loan balance


	· Opportunity to make lower monthly payments 

· Structured like a lease but with all the advantages of ownership

· Ability to change vehicle every two years for approximately same monthly payments




It is evident that RBC provides choice for their clients who are in need of a car loan.   Pre-approved car loans, ordinary car loans, and residual-value car loans each have their advantages and benefits. The loan best suited for a client’s needs and financial position would be selected based on these criteria. 

Figure 2, illustrates RBC’s various services to increase customer satisfaction.

FIGURE 2: RBC’s Service Features, Advantages, and Benefits

	FEATURES
	ADVANTAGES
	BENEFITS

	Apply Online
	· Can fill out application online

· Can perform monthly loan payment simulations and view results
	· Do not have to make an appointment at a branch

· Will be emailed or phoned with results of application



	Loan Protector Life and Disability Coverage
	· Insurance coverage for your personal loan

· In event of client’s death, Loan Protector pays outstanding balance up to $500,000 

· If client becomes disabled, pays your regular loan payment up to $2,000 per month
	· Easy, convenient, affordable 

· Peace of mind

· Loan Protector Life insurance is $0.45 per month per $1,000 of outstanding balance of loan 

· Loan Protector Disability insurance is $2.40 per month per $100 of regular loan payment amount



	24-Hour Help Service
	· Communicate through secure email with RBC Royal Bank professionals 

· Speak to an Online Banking representative at 1 800 ROYAL 5-5

· Access Help option to answer questions as they arise


	· Help service is available to customers 24 hours a day, 7 days a week

	Personal Loan Calculator
	· Net income calculator

· Net worth calculator

· Total debt service ratio


	· Help customer determine current financial position


RBC makes their services accessible to as many customers as possible, whether it is online, over the telephone, or at a branch.  RBC is proud of its large team of professionals who strive for consistent customer satisfaction.  One major benefit of RBC is the ability to apply online for a car loan.  This service makes it much easier for clients because they do not have to make an appointment at an RBC branch.  Another important feature is the 24-hour help service.  The service can be accessed both online and over the telephone.  

COMPETITIVE ANALYSIS

RBC operates in a highly competitive financial service sector and constantly seeks methods to remain competitive.  RBC understands that it is important to be aware of competitive offerings.  

RBC’s prime competitor is the Toronto-Dominion Bank Financial Group (TDBFG).  The Bank of Toronto was founded in 1855 and the Dominion Bank was founded in 1871.  The two banks later amalgamated in 1955 in order to become more competitive with large rivals.  TD Bank Financial Group offers a full range of financial products and services to approximately 13 million customers worldwide.  The following charts compare the services and products of RBC and TD Bank Financial Group:

FIGURE 3: Comparison of Enhanced Services Offered

	FEATURES
	ROYAL BANK OF CANADA
	TD BANK FINANCIAL GROUP

	24-Hour Help Service
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	Apply Online
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	Personal Loan Selector
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	Loan Protector Life and Disability Coverage
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RBC and TD Bank Financial Group both have established customer clientele and are always looking for a larger customer base and market share.  Both banks have a variety of services available to their customers.  RBC is differentiated from its competition due to the additional services and products available to customers, as Figure 3 above, and Figure 4 below, demonstrate.  

FIGURE 4: Competitive Comparison 

	
	ROYAL BANK OF CANADA
	TD BANK FINANCIAL GROUP

	Variety of Products
	· Banking Accounts

· Visa & Debit Cards

· Residential Mortgages

· Personal Loans

· GICs

· RESPs

· RRSPs

· Mutual Funds


	· Banking Accounts

· Visa & Debit Cards

· Residential Mortgages

· Personal Loans

· GICs

· RESPs

· RRSPs

· Mutual Funds



	
	· RBC and TD Bank Financial Group offer the same basic products to their customers



	Variety of Car Loans
	· Pre-approved Car Loan

· Ordinary Car Loan

· Fixed Interest Rate

· Variable Interest Rate

· Residual-Value Car Loan (Buy-Back Car Loan)


	· Pre-approved Car Loan

· Ordinary Car Loan

· Fixed Interest Rate 

· Variable Interest Rate



	
	· RBC offers the Residual-Value Car Loan

· More options to customers when deciding on a car loan


	· TD Bank Financial Group offers the two basic types of car loans

	Customer Base
	· 12 million customers worldwide 

· Personal banking

· Business banking

· Investment banking
	· 13 million customers worldwide

· Personal banking

· Commercial banking

· Wealth management and Investing



	
	· Both RBC and TD Bank Financial Group serve a large number of customers 

· Both banks offer personalized banking



	Help Services
	· 24-hours, 7days a week

· Online help

· Telephone help 1-800-ROYAL-5-5


	· 24-hours, 7 days a week

· Online help

· Telephone help 1-877-247-2265



	
	· Guaranteed assistance by both banks



	Loan Protector Life and Disability Coverage
	· In event of client’s death, Loan Protector pays outstanding balance up to $500,000 

· If client becomes disabled, pays your regular loan payment up to $2,000 per month
	· In event of client’s death, Loan Protector pays outstanding balance up to $250,000

· If client becomes disabled, pays your regular loan payment up to $2,000 per month

	
	· Large payment of loan in the event of client’s death
	· Payment of only $250,000 in the event of client’s death


CUSTOMER ANALYSIS

Description

Bonnie Gauthier is a 23-year-old recent graduate from Sheridan College - Business Finance Program.  She currently lives in Alliston, Ontario and is employed full time at Honda of Canada Mfg.  Bonnie’s current income is approximately $55,000 a year.  Bonnie is currently searching for a full time position in the financial services sector and hopes to increase her current income to approximately $80,000 a year.  Bonnie does her banking with the Royal Bank of Canada and her main branch is located in Shelburne, Ontario.  

Buying Authority

The buying authority is solely the responsibility of Bonnie Gauthier.  Bonnie is looking for the following features and services when selecting a bank to purchase her car loan from:

· A bank which offers a variety of types of car loans 

· Ability to apply online for a car loan

· A bank which offers competitive interest rates

· 24-hour help service available primarily online

· A professional relationship and highly trained staff

· Loan protector coverage (life and disability)

Buying Motive

Bonnie looks for a bank that is competitive in the financial services sector and offers complete online banking.  This is Bonnie’s first time purchasing a vehicle and is unsure of the best way to finance her purchase.  Bonnie is looking for a bank that offers a variety of car loans so she can chose the best option to finance her vehicle.  Her primary use of the vehicle is to travel back and forth to work so she is looking for a reliable and long-lasting vehicle.  

Relationship of Key Features Offered and Need Satisfaction

RBC provides a variety of car loans as well as complete online banking.  Bonnie would be able to apply online for any of the car loans and receive confirmation of her approval within one business day.  RBC also provides loan protector life and disability coverage.  In the event of death, Bonnie’s loan would be covered to a maximum of $500,000.  Obviously, the Royal Bank of Canada and Bonnie Gauthier can establish a banking relationship that will benefit both parties.  

ANTICIPATED OBJECTIONS

CONCLUSIONS
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BRIAN’S NOTES

This note is up to date except for the references most of which could be updated.
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