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Citibank Asian Credit Card Case

Basic Question:  Citibank has high-end retail bank presence in Asia Pacific.  Presence is limited in many countries by regulation limiting number of foreign bank retail branches.  Citibank is considering launching credit card business in Asia Pacific region to expand customer base and cross-sell additional products into these new customers.  Should Citibank launch credit card business?  Major concerns:

· Incongruence of low-end credit card offering versus high-end banking presence could conflict and confuse corporate image.  Leads to question of premium priced card with limited penetration versus lower priced card that conflicts with corporate image.

· Many countries do not have proper infrastructure to support credit-card traditional launch (limited phone lines, inability of mail services to handle direct mail piece bulk mailings, limited or no credit rating companies to evaluate potential customers credit worthiness)

· Country managers will be charged with product introduction versus dedicated credit card managers in rest of world for credit card business.  Country managers very hesitant to assume additional responsibility as well as large losses that are projected in early years of credit card operations.

· Market entry costs likely to be quite high.  Could reduce costs through centralized processing in Singapore, but that may compromise service levels of card in each country.

Other considerations for Citibank to consider (less critical):

· Should Citibank launch credit card operations by buying competitors’ existing credit card portfolio in each country (as they had done in Hong Kong with BofA) or should the launch be Greenfield – building portfolio through acquiring new customers with consequential increase in direct marketing spend (4 steps 1. Direct mail 2. Take-ones (hand outs at branches and other retail locations) 3. Direct sales force (to sign up retailers to use Citibank for backend transaction completion – usually charge 3% of transaction) 4. Bind-ins

·  Should Citibank cards be issued in local currency or should American dollars be the standard currency for card

Country overviews

Australia

· Credit card market saturated with average Australian carrying 2 cards

· Visa and MasterCard have large franchises with Amex and Diners Club with smaller franchises

Honk Kong

· Citibank in Hong Kong since 1983 with Diners Club Hong Kong purchase also purchases BofA card portfolio in 1987 (75,000 customers)

· Market fairly saturated with average of 1.7 cards per person

India

· Credit card penetration extremely low 

· Consumers did not use revolving credit

· All credit cards could only be used for local transactions in local currency (gov’t regulation)

Indonesia

· Fairly low per capita income (~$500)

· Credit card viewed as status symbol (Visa, MC, Amex, and DC all in market)

Malaysia

· One million business people

· Gov’t law required consumers to have income >$9,000 to own card

Philippines

· Credit card market under-developed

· Amex and DC with 50% market share combined – reputation of card important to consumers

Singapore

· Average two cards per consumer (market considered saturated) – avg. income $8,800

· Most cards did not charge joining fee (only Amex)

· Gov’t law required card holders to be >21 years with income >$14,400 so cards considered status symbol

Taiwan

· Regulation banning international credit cards just lifted in 1989, industry (other than Amex and DC) still heavily regulated by gov’t

· Amex held 50% share

· 50% of credit purchases made overseas

Thailand

· Fast growing economy 11.6% annual growth

· 50% combined share for Amex and DC – upscale image

Korea

· Gov’t regulations did not permit revolving credit – only local currency cards could be issued

· Citibank managed DC operation in Korea – DC had consistent financial losses in Korea
