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INTRODUTION

Financial service marketing is a two credit courBae course is designed to
equip the learner/student with knowledge of finahaervices, financial
institutions and the various services they ren@iae course is helpful to the
individual, student and employee who may find hilinge an organization.
Finance is required in every facet of life. Knowdedof financial service is
important in bringing about the required finance.

COURSE CONTENT
The course has these modules each module conitzénsnits.

Module 1 examines marketing as a management fumctiee meaning of
financial services and the marketing implicatiorheTcharacteristics of
financial services, the necessity and proceduresplanning for financial
services were covered. The role of financial sewim intermediation was
analyzed. The units in this module cover thesetspics.

Module 2 deals with five units that cover markegrsentation and market
mix strategies in financial services. Marketing fafiancial services is
important and so are innovations to sustain fir@ncervices. The
environment has significant impact on the finans&lices and the marketing
of financial services. These were the subject isfittodule.

Module 3 appraised financial services, treasurgrigial services, short-term,
short and medium term financing and long term fanag. All these have
significance in liquidity, solvency, and capitalaélability which are important
in sustaining operations, ensuring viability andtaauity.

This course guide is avails you the highlightshef entire course. Through it
you will be able to successfully complete this pesgme. You will be
equipped to identify and use financial servicessTourse is structured in a
pattern that is easy to read and understand. Se#fsament questions help to
put the student/learner in focus. The tutor-madssignments (TMA) are to
test the understanding of the student in key dretige subtopics. You need to
sharpen your knowledge on the topics in these mssgts for personal
knowledge as well as scoring high grades in thenaxation.

COURESAIMS
The course equips the student/learner and stremgytiie student’s/learner’s

knowledge on financial services for the purpose actessing financial
services. The various financial institutions anel slervices they render ensure



the availability of funds for operations and growththe organization. In this
course the following aims are to be achieved:

To define and describe financial services.

To identify the types and characteristics of finahservices.

To evaluate and plan for the financial services #ppropriate to the
financial decision.

To analyze the dynamics of the financial environtmemd financial
services marketing in order to make informed deoisi

To identify and access short-term finance and tengp finance.

To utilize financial resources for the benefitdlté organization.

COURSE OBJECTIVES

At the end of the course the following objectivesd have been realized:
The student learner should be

Able to define and describe financial services.

Able to knowledgeably identify financial servicesgstitutions and
their different characteristics.

Able to evaluate, analyze and plan for financialises.

Evaluate the financial environment for making imh@d decisions on
financial services.

Able to identify and utilize financial resources fihe benefits of the
organization

COURSE MATERIALS

The course has the following tools:

Course guide
Study units
Text books list
Assignments.



STUDY UNITS

The highlights of the 3 modules (15 units) are:

g

t

MODULE 1

Unit 1 Marketing as a management function

Unit 2 Financial service meaning.

Unit 3 Characteristics of financial services.

Unit 4 Marketing planning in financial
services.

Unit 5 Analysis of financial service market.

MODULE 2

Unit 6 Market segment.

Unit 7 Market mix strategies in financial
services.

Unit 8 Marketing of financial services.

Unit 9 Environment for financial services
market in Nigeria.

Unit 10 Innovation in financial service-
marketing the internet system etc.

MODULE 3

Unit 11 Appraisal of financial service marketir

Unit 12 Treasury financial services

Unit 13 Financial service and short term asse
management.

Unit 14 Short and medium term financing.

Unit 15 Financial services and long term

financing.

You are expected to be committed t your study.ifyin at least 2 hours on
each unit will lead to the realization of the oljees for that unit. Towards
this the pattern has been outlined for easy readimd) understanding. The
content of each unit at a glance gives the maincsofo be studied. A
methodical approach will be helpful. Start with theoduction and make sure
you understand the aims of the unit. Spend more tim the main content.
Attempt the self assessment questions formallys&sous with the Tutor-
Marked Assignments. After understanding the unisedt other books and



the references before writing your TMA. This wayywill be fully equipped
for your examinations.

SELF ASSESSMENT.
Self assessment questions are for your practicey Will help build your
understanding and confidence on the unit.

TUTOR-MARKED ASSIGNMENT

These are assignments that will be graded. Youcaspend meaningful time
on each assignment. Consult other texts so thaag@in no doubt as to what
you are requested to cover in the assignments.ashignments carry 30%.
Your examination will be 70%.

FINAL EXAMINATION

The examination score is 70% while your TMA is 3@flwing a total of
100%. Both are important and must be given adeqtiate. Aim for the
highest grade of 100%.

SUMMARY

The ultimate goal for studying financial servicearketing is to be equipped
with knowledge of financial services, institutioaad providers of finance
services. This is helpful in procuring finance whis important in every
organization. The dynamics of the environment niaesanalyzed and studied
to make meaningful, informed decisions.

REFERENCESFURTHER READING
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UNIT 1: MARKETING ASA MANAGEMENT FUNCTION.

CONTENTS:

1.0 Introduction.
2.0 Objectives.
3.0 Main cost.
3.1 Marketing
3.2 Management
3.2.1 Management objectives
3.2.2 Basic elements of management
3.2.3 Summary of functions of management
3.2 Financial Services.
4.0 Conclusion.
5.0 Summary.
6.0 Tutorial assignment.
7.0 References/Further reading.

1.0 Introduction.

Marketing meets the needs of the customer as gaadsservices are made
available to satisfy customer’s needs. In regardinancial services, marketing
identifies the financial needs of customers andfsas these.

Management on the other hand brings about thezed@ih of group objectives
through individuals’ best contributions (WeihrichRoontz: 1993 ; Asen et al;
2006). Henry Fayol is the ascribed Father of mamaye theory. Management is
defined as "the process of designing and maintgiamenvironment in which the
individuals, working together in groups, efficignthccomplish selected aims
(Weihrich & Koontz: 1993). The basic elements ofnagement are planning,
organizing, staffing, leading and controlling.

Financial services bring about the financial resesarthat enterprises or business
require. The management of these resources meainthése upon which lies the

responsibility of achieving goals of the enterpsiseust understand and apply the
expertise of management functions. They shouldleta plan, organize, engage

the appropriate financial experts, lead and corfitnahcial resources.

2.0 Objectives.

At the end of this study, the learner should be &bl
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i) Define and describe marketing and management

ii)  Explain the role of marketing and management imrftial management
services.

iii) Discuss the usefulness of marketing and managenmentnning an
enterprise or business entity successfully.

3.0 Main content
3.1 Marketing.

Kotler & Keller (2006) define marketing as “ideniiig and meeting human and
social needs”. This involves meeting needs prdfjtatMarketing savvy
transforms needs into profitable ventures. The Acaer Marketing Association
(2004) defines marketing as

an organizational function and a set of processesréating, communicating and
delivering value to customers and for managingarust relationships in ways
that benefit the organization and its stake-holders

Kotler & Kellers define marketing as
a social process by which individuals and groupsiaobwhat they need and want
through creating, offering and freely exchangingducts and services of value
with others (Kotler & Keller,2006:6)

Their definition is from a social perspective amaligts response from another
party, existing or potential. The aim of marketithgrefore is to help uplift the

living standard of parties involved. Markets aremves for exchange of values
between seller and buyer. In this process, thadsand wants are satisfied.

Success in any organization is dependent on matketbility. Demand for
products gives relevance to functions performedifigrent departments, units or
organs in the business. Survival in the market eplaod in the course of
competition is possible through good functional ke#ing activities. Major
decisions may fail and the business collapse untes¥eting decisions such as
product design, new product, product prices, plpoemnotion and advertising etc
are considered. These considerations are aimagsttroers and their needs.

Marketing deals with customers (Kotler & Armstror208:4) and managing
profitable relationships. Marketing is a social andnagerial process by which
individuals and organizations obtain what they naad want through creating
and exchanging values with others. It builds pafiié value-laden exchange
relations with customers (Kotler & Armsrong, 200.Management is
concerned with the continuity and survival of thesiness. This can be achieved
by meeting customer needs, making profits and @mgueturns to stakeholders
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viz shareholders, managers, employees, ownersetgoand even customers
(existing and potential). This is realized throughkanning, organizing and
controlling their resources and motivating emplayé€ole, 2004:7). He quotes
Drucker as having described management as theersgiit organization of
economic resources’ and making this productive.dgament therefore describes
a number of different activities going on in an amgation under the guidance
and responsibility of some people.

The responsibility of marketing is that of managamerhat is the persons
responsible for realizing the objectives of theibess. They use  organizational
resources to achieve organizational objectiveshguthe management function
and processes (DuBrin, 2006:1). Those who wantt¢ess such funds have their
needs and so evaluate their financial needs befgpeoaching financial services.
Within their organizations are well trained perselnim accounting and finance,
who internally provide financial services or adviddey may obtain same from
accounting firms, stockbrokers, and friends (infally).

Financial services bring funds about at a costs Tbst must be considered for its
impact on the performance of the organization dsdviability. Central to the
evaluation of financial services is the risk elemndrhis operates both from the
providers’ and receivers’ perspective. Marketingegacognizance of all these and
other variables in evaluating financial servicedisT concept is crucial in
management, in organizations and in their succefsslore.

Self Assessment
What is marketing?

3.2 Management

The word management could refer to any of the Valg:

i)  Management may refer to the functions performedbpagers.

i)  Management may refer to the concept of the mandgingfion. That is the
information or knowledge concerning managing.

iii) It may refer to positions in organizations eithesff or non-profit oriented.
iv) Management often refers to a career.

Therefore management must be understood withimtexgb Essentially it yields
results and objectives are realized.

3.2.1 Management Objectives.
Organizations are set up to achieve set objectese of these are:

i)  Profit Making:
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Businesses that are established with a view tdanmggkofits run their businesses
in such a way that they should normally have alsarpr gain, reward or return
after spending money on making their products atithg same at a price higher
than what they have spent. That is

Profit = Sales minus expenses.

Where the product is sold below the cost price bih&iness has made a loss or a
deficit or a shortfall. No manager allows this ation to arise. Businesses that

make profits are able to survive while those thakenlosses sooner than later are
out of business. Investors who buy shares etcast gteir own businesses want

profit or return to accrue to them.

ii)  People invest in business, whether one marinkss or in purchase of
shares or stocks in a public limited corporationally want their investments to
grow or appreciate. Increasing the value of a lassinor share price is an
indication that a business is growing. Some prdfeat their business or
investments grow. Returns are important but growth their capital or
investments is more important to them.

iii)  Survival.

What is the point in starting a business that sabn cease to exist? Managers
have a duty to ensure survival both in the immediahort and long run.
Therefore, returns and capital growth must be lz@ldrio ensure the survival of
the business.

iv)  Not for profit organizations such as governmeriigi®us organizations or
social organizations (clubs, tribal/ cultural orgations etc) are managed to
achieve their social or political goals. Whateves the goals, management helps
to fulfill these goals. Without goals an organieatiis aimless. Without
management, goals cannot be achieved. Goals aréothe of management.
Management involves actions that evoke from indigld their best contributions
to group objectives. This applies in every orgatmraweather big or small or
profit or not for profit, manufacturing or serviceghe efforts and concern of the
manager is efficient management of resources.

Self Assessment
What are the objectives of managements?

3.2.2 Basic Elements of M anagement.
The activities and functions of management revakaund five basic elements
viz:

i)  Planning.
i)  Organizing
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iii)  Staffing
iv) Leading
v)  Controlling.

These functions are performed at the following le\®# management: Top level
managers, middle level managers and first leveksugors (in preference to
lower managers). The level of involvement and thmcfions. Top level

management (managers) spend a great deal of tinpdgaaning and organizing
but more on organizing while ensuring that leadangd controlling are not
neglected. Middle level managers spend more timerganizing and leading
while supporting planning and controlling. Firsvéé supervisors spend more
time on leading without disregarding the other tiores. In other words, the three
levels of management have their areas of focus:

i)  Top management focuses on organizing and planning.
i) Middle level management focuses on leading andnizgey.
iii)  First level management focuses on leading.

Nevertheless, every level performs all key functidout with emphasis on the
specific element(s). These functions are furthstimyuished by the time spent on
each. Top level management spends more time omipta@and organizing than

on the other two levels. Middle level managemermnspmore time organizing

and leading than first level supervisors. Firselesupervisors spend more time on
authority.

Taking the entire functions more time and resousresexpended on organizing
and leading than on planning and controlling. Tésue of staffing affects the
entire structure of the business or enterprise. filaaning, organizing, leading
and controlling are done using various skills (&bs of individuals). These skills
are applied at different levels and also the intgnsr amount differs. Kaltz
(1974) gives 4 skills:

. Technical skills involve tools and techniques.

. Human skills involve teamwork, co-operation whildowing people to
express their opinions.

. Conceptual skill visualizes the whole picture ofat®nships amongst
elements and their effects.

. Design skills are used to solve problems and renshedlenges

Self Assessment
What are the roles of the three management levels?

3.2.3 Summary of Functions of M anagement.
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Planning

This gives direction in achieving goals or objeefiv The vision, mission and
courses of action to be taken should be made @edrknown to all players.

These are different plans. Those currently beingléemented, those for the short
time and those for the long run. There must be cibmemt to planning in terms

of resources, time and human efforts including stipen.

Organizing

There must be a structure that facilitates exegutie various functions to realize
enterprise objectives. In this structure, roled @ to be played, a conducive
environment for individuals to perform their rolesmd the environment that
maintains quality of other physical resources. Respould be playing roles that
lead to group objectives and they need to be migtivaccordingly.

Staffing

Individuals fill positions and are maintained.

The requirements for positions are clear.

Evaluating staff on ground.

Recruiting, selecting, placing, promoting, appragsi planning career of
staff, training etc for those on ground and todxpuired.

Leading

People are normally influenced to contribute toaobtresults or achieve
objectives. People have different aspirations sirde and attitudes. Harmonizing
these towards group efforts often prove challengind can affect the objectives
of an enterprise. Those leading and those followmerpd to understand
themselves, their styles of leadership etc to mé#ke function effective.
Communication between the stakeholders has beconueegitable lubricant in
effective leading. Leading people is a constantkmohallenge.
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Controlling

This involves measuring and correcting performasrcefforts by individuals and
groups as regards objectives. Deviations from paasietermined and corrected.
Quantitative and non-quantitative plans must be swesl against actual
performance.

Coordinating

Co-coordinating is an element that flows throudtted elements of management
and so is central to the management function. @oxation brings about

harmony and ensures that stakeholders are carfteety and all aspects of
management are not neglected.

Self Assessment
Define the key management elements.

3.3 Financial Services

Marketing of goods and services, called produstsheé essence of organizations,
no matter the type of organization. In the finahamlustry, the products are
finance. Marketing of finance is the responsibilafyproviders of such finance.
Finance becomes available when investors who haydus of funds put these in
the depository institutions for safety and for rag1 The depository organizations
now source for those in need of the funds and rpad#table returns from theses
activities. Users also who need the funds know e/tergo to obtain the much
needed finance.

Although the activities of these depository bodies known, extensive marketing
is required to formally create awareness aboutr tieancial services. The
services themselves are as dynamic as the needseotustomers and the
providers make efforts to satisfy these needs.

Marketing of financial services is required to sems potential depositors to
come forward and patronize the depository insbngi The more the patronage
(by both existing and new customers) the more tinel$ are available to those in
need of such funds. Marketing places a key roleentifying needs of unwilling
depositors and creating services that will meetghe

Non-depository institutions like capital market ot exchange) insurance,
building societies/mortgage institution, pensionds help in raising large sums
of money. Depository bodies may not readily makailable these funds. Their
services are critical in generating funds.
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4.0 Conclusion

The above discourse has the relevance of markigtinganagement. Management
is responsible in harnessing group objectives tinandividuals’ contributions.

5.0 Summary.

This unit has examined marketing and the managerhendtions. The key
functions of organizing, planning, staffing, leagliand controlling have been
explained. The three levels of management viz: Teanagement, middle
management and first level management were disedur§he functions of
management are applicable in management of finkrsgavices. Financial
services also need adequate management.

6.0 Tutor Marked Assignment

1) Define marketing and management and explain theectibgs of
management.

2) Explain financial services.

3) Summarize the key functions of management.
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1.0

UNIT 2: FINANCIAL SERVICES-MEANING:
CLASSIFICATION, CHARACTERISTICSAND MARKETING
IMPLICATIONS.

CONTENT:

1.0 Introduction.
2.0 Objectives.
3.0 Main cost.
3.1 Financial services.
3.2 Classification of financial institutions
3.2.1 Deposit-taking institutions
3.2.2 Contractual savings institutions
3.2.3 Other investment funds.
3.2.4 Money market.
3.2.5 Capital market.
3.2.6 Other financial institutions.
3.3 Financial services
3.4 Market implication
4.0 Conclusion.
5.0 Summary.
6.0 Tutorial assignment.
7.0 References/Further reading.

Introduction

Finance is required and is useful for the realoratf objectives. Management of
cash is central to the finance function. Good cashagement is at the heart of a
healthy business (Pike and Neale, 2006:7). Cashfiandce are the life of a
business. Realization of objectives underlay theagament of finance. Creation
of value through financial management involves mgknvestment decisions and
financing decisions.

Investment decisions bring about capital assetsewimancing decisions resolve
issues of how and where to raise the capital ta foperations now and in the
future. These two functions drive the key objedivef value maximization
especially for the business. Not-for-profit orgaians have their objectives and
these are achieved by the role the investing andnéiing functions play.
Financial services deal with the provision of keyndtions of financial
management. There are specialist organizationsratididuals that render these
functions. Even within the organization these ssvican be enjoyed or received
from outside.
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20 Objectives
At the end of this unit, the learner should be able

» Explain financial services.
» Describe the various types of financial services.
* Analyze the marketing implications of financialsees.

3.0 Main Content
3.1 Financial Services.

Financial services should ensure that sufficiemdfuare available to meet the
needs of the business. Financial services are gedvby financial institutions to

sustain current operations and or meet future tipgraequirements. Organized
businesses deal formally with known regular finahgistitutions. In Nigeria, that

is still developing economically, informal sect@sist alongside with the formal

institutions.

3.2 Classification of Financial Institutions.

Financial institutions that render financial seeg@re classified with three formal
categories (Pike and Neale: 2006:27).

» Deposit-taking institutions.

» Contractual savings institution.
» Other investment funds.

* Money market.

» Capital market.

» Other financial institutions.

3.2.1 Deposit-Taking I nstitutions.

Banks dominate is this sector. There are commebeiaks, investment banks and
merchant banks which specifically deal with wholeshanking. Commercial
banks are more common than specialized banks nmstef spread and clientele.
These special banks, such as mortgage banks anstriiadl or development banks
are set up for specific purposes. For example igeh&, there is the Nigerian
Export-Import Bank (NEXIM Bank) which is import/esg focused. The
Nigerian Bank for commerce and industry provideoaducive environment for
investment in Nigeria. Commercial banks receiveodép from customers and

21



payout these to them when demanded. There aretancephouses which accept
bills of exchange from discount houses and diséngrgame. Traders that are not
well known have access to these services. Thosénéive established reputation
within the sector patronize banks such as commidyaizks.

Merchant banks provide financial advice and arrafigences for companies.

They are also involved in flotation of shares oa $tock exchange. They help in
developing new financial products and arranging gees, acquisition and

restructuring for businesses. They manage investpwtfolios of pension funds,

insurance companies, investment and unit trustsjters. Merchant banks play a
significant role in the capital market.

Globalization has made overseas banking relevgmcedly through regional
economic blocks and growth of multinational companiNotable financial hubs
such as London, New York etc market provide fur@dig organizations and
their foreign subsidiaries etc. Building societg®ecialized in mobilizing funds
for building or purchase of houses.

Self Assessment
What are deposit taking institutions?

3.2.2 Contractual Savings | nstitutions.

To this category belong pension funds and insuraocepanies. Pension funds
receive money from employers and employees. Suoksfunay be invested
directly in the financial markets or insured and tisk covered by a life assurance
company. Pension funds have become major sourcésndf for investment.
Insurance companies are either general or long-t&emeral insurance covers
losses arising from fire accidents, motor, maritteupon payment of premiums.
Long term covers life assurance and pension pravisi

Self Assessment
Give examples of contractual savings institutions.

3.2.3 Other Investment Funds.

This is private sector managed. These are beirlgaeg by financial institutions.

They manage unit trusts. Investment trusts are eomp that have their shares
guoted on the stock exchange. They invest speltyfitasecurities. Their shares
are usually sold at a discount. These shares cavoldeat the stock exchange.
Units trust syndicate or pool investments with eaorestor allocated units or

trenches according to amount subscribed. They aerated by banks and
subscribers supervised by managers appointeddoptirpose.
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Self Assessment
What is investment trusts?

3.24 Money Market

The money market is a financial arrangement foeixdieg and obtaining funds
for the short time period. Lending and borrowinket@lace within a short interim
period. This is a market for money and other stesrh assets such:

Banker’s acceptances.

Certificates of Deposits (CBN).

Treasury Bills.

Promissory Notes.

Call Deposits.

Bankers Certificates of Deposits (fixed, called).
Commercial Papers.

The characteristics of this market are:

Key players are the Central Bank, banks and firsmiscount houses. Banks are
the dominant participants.

The instruments traded last for between 30 dagé¥odays.

Some are negotiable while others are not negotiable

They demand high level of trust worthiness and cadment.

They strongly facilitate intermediation.

Self Assessment
What a money market?

3.2.5 Capital Market

The market is for long term investments. Fundsimvested for longer than five
years. The market is regulated by the NigeriankSexchange Commission while
the place or organ that facilitates the actual itiadis the Nigerian Stock
Exchange. It has the following characteristics:

It's a market for long term funds.

The instruments for trading in the market are aadiand preference shares,
bonds, debentures, options and futures.

Participants are individuals, unit trusts, Bankssngion funds, insurance
companies, government (at all levels), central bavigerian stock exchange,
securities exchange commission and stock brokers.

Provides funds to industries and government.
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Sources of development and growth.
The instruments are traded on the floor of theks®ahange except for Initial
Public Offer (IPO).

There are hybrid instruments which are found beththe money market and
capital markets. Some are;

Treasury certificates (one to two years).
Bonds or loan stocks for maturity under 5 years.

Self Assessment
Define capital market.

3.26 Other Financial Institutions.

Building societies and other financial houses sasHinance companies, micro-
banks collect moneys from depositors. Those seekindunds have access to
them based on their mandates.

3.3 Financial Services.

There are organizations that are specialized oifegsmnals in providing
financial services. Some of these are:

Banks.

CBN.

Professional Accountants.
Chartered Accounting Firms.
Financial Analysts.
Stock-brokers.

Financial consultants.

Most reputable businesses appoint financial expgrast from their employees to
guide them or be involved in making financial dems. Financial events,
analysis and reports are sources of informationclvlserve general financial
guides on daily regular happenings with the econoiftye quality of these
services should be high and sustainable.

Self Assessment
Who are the providers of financial services?

3.4 Market Implication
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Financial services make management smooth and ssfateTherefore the users

and suppliers of these services are important. I@ppof these services are
increasing in number and the services are in vasieUsers are being attracted in
different ways to patronize these services. Suppl these services compete to
meet the needs of their clients and to expand thieintele. The user has a range
of choices to make. The choices should be guideguiity, as usual. The cost of
the financial services and its impact on the pemfoice, survival, strength,

viability and future growth of the organization ameportant. Financial services

chosen should not increase the risk of the berefici

4.0 Conclusion

The above has explained the importance of finamegavices as the medium
through which finance is obtained. This is requif@doperations now and for the
future. The various sources of funds and typesnsfitution show where such
funds can be obtained. The finance required anghtingoses determine where to
go to obtain the finance. The providers and usengl@y experts or professionals
in order to provide or obtain the finance at minimusks. These services are
being marketed but the objective and quality ofiserdictates the choice.

5.0 Summary

The unit has presented the various financial sesviavailable in the financial
industry. These are deposit taking, contractualhggvinstitutions and investment
funds. The role of capital and money markets wése examined, along with the
marketing implication for financial services.

6.0 Tutor-Marked Assignment.

1) Explain the following terms

a) Depository institutions.

b) Contractual institution.

c) Investment funds.

2) List instruments used in the money and capitaikets.
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UNIT 3: CHARACTERISTICS OF FINANCIAL SERVICES.
CONTENT:

1.0 Introduction.
2.0 Objectives.
3.0 Main content.
3.1 Financial Services
3.2 Characteristics of financial services.
3.2.1 Accounting services
3.2.2 Auditing services
3.2.3 Banking services
3.2.4 Capital market services
3.2.5 Insurance services
3.3 Marketing implication
4.0 Conclusion.
5.0 Summary.
6.0 Tutorial assignment.
7.0 References/Further reading.

1.0 Introduction

Financial resources are liquid assets that are @ashn be easily translated into
cash. They manifest as cash, debtors (or recespbleventory, investments in
short term instruments in the money market. Casgbésted for long in businesses
appear as long term investments or fixed assets.séme items are described as
capital, long term liabilities or short term sowa# liabilities. These explain the
sources of such funds. Funds obtained for long teu@stment come from issues
of debt (debentures or bond or loan stock). Sharesquity capital represent
permanent which is non-returnable.

Debt capital is repayable and so has temporary ggeence. Short term liabilities
supply short term fund such as trade creditorguaccexpenses, short term loans,
overdraft etc. Financial services are provideduigpdy financial resources, ensure
their optimum use. The benefits and returns or aostdisadvantages associated
with them have to be determined and balanced befaténg financing decisions.
The analysis of the financial resources necessitatewing their characteristics
in order to make an informed decision. The unil @iamine the characteristics
of financial services in accordance with wherefthances to be obtained.

2.0 Objectives

Describe financial services
Explain the characteristics of financial services.
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Explain the marketing implications of financial gees.
3.0 Main content
3.1 Financial Services

Financial services are information based. They igevnformation about the
sources, types, advantages and disadvantages ¢ypbeof finance. There are
risks, cost and analysis and choice of the finacmesiders these. There are
effects and cost implication on performance andbiiity, existence and
sustainability of the organization which arisesfrwise use of funds or poor use
funds.

The services arising from the use of finance majr@® within or from without.
The internal services are internal audit, accognsarvices as well as financial
services. Financial services border on accessingifg insurance, and capital
market services. Sometimes, designated officergiaes responsibility to handle
or supervise these services which specifically cdorg term sources of funds
especially capital market. The magnitude of thedrtamce of financial services is
seen in the huge investment in financial recordpke® ensuring quality of
financial statements through auditing servicese(ml and external auditing
services).

Often, financial advisers or consultants are endgate offer advice and
suggestions on implications. Banks are also apedirts official bankers for
professional opinion on financial matters in aduditto rendering normal banking
functions. Financial services from outside are wagbfrom external auditors.
This is a statutory requirement.

Capital market services have become so importaatt thnks, big ones, have
subsidiaries that handle capital market transastidrhere are Registrars and
stockbrokers. They handle issues of shareholding$ leaising with stock
Exchange and Exchange commission in regards toisgwes or raising of fresh
capital. The distinction between external and maéfinancial services depends
on the size and scale of operations of the orgdarzaSmall organizations
depend largely on external financial consultanssially their auditors, to prepare
their financial statements.

Sdf Assessment
Define financial services.

3.2 Characteristics of Financial Services

3.2.1 Accounting Services
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Accounting is defined as the art of recording, sifgeng, analyzing, summarizing
and interpreting financial information to make infeed decisions. Okwoli (1993)
further says communicating the financial informatis important. The American
Institute of Certified Public Accountants requirdgt the transactions, events
must be significant and should have economic valdesounting provides
financial information. The characteristics involved

* Documenting all financial transactions and thejprapals.

* Ensuring qualitative and accurate data and infaonageneration.

» Presentation of data and records.

* Interpretation and communication of information tesers of accounting
information such as managers, owners, governmestitors, employees etc.

» Confidential and secured handling of information poevent competitors
accessing same.

* Prompt processing and timely availability of accing information guide in
decision making, planning and control.

The quality of personnel is vital to obtaining redat, accurate and useful accounting
information. Attention on the following is importan

* Sound training, professional, qualification and catment.

* Integrity, honesty and reliability of accountinggennel.

» Experience and hard work.

» Understanding the dynamism of the environment.
Accounting services can be obtained internallfrom outside.

3.2.2 Auditing Services

The training and background as well as the qualitythe auditing services
expected are the exact replica of accounting sesvidhey serve as quality
control points through the checks, control and watabn of all financial,
accounting and other services being rendered. Adssthe mandate of the Chief
Executive Officer of the organization to whom imt&ir auditors report and the
shareholders who appoint the external auditors.

3.2.3 Banking Services
Banks are depository financial institutions thateige deposits. They offer other
services such as intermediation, cheque paymenticesr safe keeping of

valuables, guarantorship, agency, policy impleneorteetc. banks maybe:

e Commercial banks.
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Investment/merchant banks.
Specialized banks.

Micro banks.
Savings/Mortgage banks.

These banks can be broadly classified into twogrates. Those involved in short
term intermediation predominantly, such as commaéitganks. They deal mainly

in the money markets. Common instruments used beques, bills of exchange,
treasury bills, certificates, acceptances, pronmssmtes. There are banks that
deal on long term intermediation such as commersaiks to some extent,
merchant banks, specialized banks such as investmmartgage banks.

Investment banks underwrite issues and handle ifesutransactions. Mortgage
banks focus on property mortgages.

3.2.4 Capital Market Services

These are peculiar to long term funds such as shdebentures/loan stock. The
Nigerian Stock Exchange is the primary market. Hlaadling of fresh issues

(called initial public offers, IPO) is done througte Nigerian Stock market. The
market where secondary transactions other thamlimsues take place is called
the second tier securities market. The NigeriarclS@ommission regulates the
stock market operations. Professional brokers leatidise transactions for and on
behalf of individuals and organizations. Capitarkefinstruments are:

Ordinary shares.
Preference shares.
Debentures.

Loan stock or bonds.

Self Assessment
Define a capital market.
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3.2.5 I nsurance Services

This is a non-depository financial institution. Pirams are received for insurable
risks, life or non life. There are risks that magcar and those that must occur.
Accidents, loss of property may arise just as jolay be lost. Compensation may
be made upon the occurrence of the incident. Tisecertainty that death of the

insured individual will occur. No individual live®rever. Cushioning for effects

of sudden death or death due to illness, on famédynber warrants life assurance.
Insurance services are rendered by insurance coegpamsurance brokers. Their
services are important in cushioning the effecthef loss of the insured asset or
the occurrence of death or health calamity. Thisvises demands honesty,

integrity, trustworthiness in both the insured dine insurance. Substantial sums
of money are mobilized through insurance servitégese are kept in banks and/
or invested in profitable ventures.

3.3 Marketing Implication

The various financial services are regulated byléiwes setting them up. Their
operations are consequently guided by such laws dtal is bringing the
services to the awareness of existing and pros@eaustomers. Marketing
strategies take cognizance of the peculiaritieshef nature of the service, the
relevant laws and professional etiquette governsugh services. Financial
resources are quite sensitive and risky.

Confidence in the providers of such services is lasis for patronage. The
gualities of integrity, honesty and reliability pfoviders of such services sustain
patronage. Safety of funds and accurate renditibrinfmrmation concerning

financial transactions remain fundamental to manketof these services.

Communication between providers and consumersahtial services should be
regular and quite capable of resolving gray ardes tnay create mistrust.
Bankers and insurance businesses are quite manyc@ng@ete freely. They

advertise their services old and new products plybliAlso, energy and any

available media that will give the customers arel ghblic adequate information
are employed.

The marketing implication focuses on quality seegito be gained in patronizing
any bank or insurance company. Auditing and acéogrgervices are not given
wide publicity as done by banks and insurance lessies. Through personal
contact and reputation, the services are patronitdeel professional bodies ensure
commitment and integrity through appropriate guited, standards, monitoring
and regular training. Capital market operationetplace in the stock exchange
markets. Appropriate legislation and control arepamant to maintaining
security, efficiency and success of the market atpmns.
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The growth of the market is seen in the establistimmEbranches of the market in
viable cities. Marketing has the objective of by out the advantages and
benefits of investment in the capital market. Trarerthe public is aware of this,
the longer will be the market. The brokers whola operators in the market are
regulated and monitored by the stock exchange cesiom and the stock
exchange market regulators.

Self Assessment
What is the marketing implication of financial siees?

4.0 Conclusion.

Financial services generate financial resourcevamious types. Each type of
resources has benefits and costs. They are s@wentisky. The cost and benefits
are to be weighed to enable informed decisions mgakin the choice of a
particular type or a composition of some. Accurd@umentation, correct
information and integrity of the personnel respblesifor financial services are
worthy of consideration.

5.0 Summary.

The unit has described and explained the nature &y sources of financial
resources. Financial services have different charatcs depending on their
sources. Auditing, accounting services, insuramcecapital market services have
been discussed. Their marketing implications wése high lighted.

6.0 Tutor-Marked Assignment.

Discuss qualities that will make accounting infotima useful.

Explain the term financial services and list thgpes.

What are the key considerations in marketing actwogn auditing, capital,
banking and insurance services?
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UNIT 4: MARKETING PLANNING IN FINANCIAL
SERVICES.

CONTENT:

1.0 Introduction.
2.0 Objectives.
3.0 Main content.
3.1 Marketing planning.
3.2 Steps in marketing planning.
3.3 Planning for financial services.
3.4 Linkage between marketing planning and
financial services.
3.5 Planning for financial services.
4.0 Conclusion.
5.0 Summary.
6.0 Tutor-Market assignment.
7.0 References/Further readings.

Introduction

Marketing has been defined as “identifying and mngettuman and social needs”
(Kolter and Keller, 2006) and at a profit. Therefomeeting the needs of an
organization requires that the organization idedithe needs of the customers.
This necessitates planning. Planning is essemiahdhieve objectives of an

organization.

The plan must have a scope to meet the needs twinceis at the short run and in
the long run. Needs cannot be met unless therdirarecial resources to meet
them. These resources are more often than notesCneir availability must be
planned for. Planning for financial services is suee way to obtaining financial
resources which are needed to sustain operatidreselresources vary and they
have costs.

Holding excess financial resources may result istevar loss of revenue. The
revenue that would have been received were thegsted would be lost.
Shortage of financial resources have costs. Theatpes may have to be
temporary. This means customer needs may not beasnabd when expected. It
may also mean that satisfying customer needs malgllaged. This results in loss
of such customers or loss of market share. Obtginiese resources when
scarcity of them sets in may be at a cost. Emesgermedies have their
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disadvantages. Thus, planning for financial sesviseinevitable. The sources of
finance and the organizations providing these sesvhave to be put on notice to
average for finance. Planning in this regard is @dg way to avoid
embarrassment.

2.0 Objectives

Explain marking planning.
Explain linkage between marketing, planning andriicial services.
Describe how to plan for financial resources.

3.0 Main Content
3.1 Marketing Planning

Financial resources are ultimately needed to actismpnarketing plans and
satisfy existing markets and even future marketesodrces are efficiently
deployed on the basis of good and implementableookable plans. Planning for
markets usually culminate in financial resourcesreeting the needs of these
markets. Products do not come into existence urtlesg are produced. The
sources for finance and the sort of services abdaildy those rendering or
providing such should be known and planned for. Kdang planning is
fundamentally:

Analyzing marketing opportunities.

Selecting target markets

Designing market strategies.

Developing marketing programs.

Managing the marketing effort. (Kotler and Kell2006).

Marketing planning results in delivering superi@aue that will meet and satisfy
customer needs, demands and wants in the midstbohdant choices. In
developing markets (developing countries) choicedlienited and so planning to
meet market needs may be unnecessary.

However, in developed economies, there is competliiecause there are choices
of products and services. Micro-marketing is comnmordeveloped economies
while mass marketing is common in developing os lgsveloped economies. The
major goal is value delivery, delivering what custss want. * The value
delivering process requires a choice of eitheramust segmentation or market
focus or value positioning. This covers product elepment, service
development, sourcing making the value (productenvice) and distributing
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same. The last function is communicating the valti@s is how the value is

brought to the customer through sales promotion addertising. Planning

preceeds value delivery. The traditional approacproduct design, procuring or
making the product, pricing, selling advertisingomoting distributing and

providing customer service. Marketing planning dejgeon the approach taken
by the planners.

That is whether it is Webster's or Kumar’s apptosaiz;

Webster’'s marketing approach Kumar’s marketing aggin
Value defining process. Value segmentation.
Value developing process. Value positioning.

Value delivering process. Value network.

These approaches will have identical results.
Self Assessment exercise: List the fundamentalsanketing planning and list
Webster’'s and Kumar’s marketing approaches.

Self Assessment
What do we mean by marketing planning?

3.2 Stepsin Marketing planning

Based on the approach chosen, the following arfgeta@onsidered value chain.
Chains are activities followed to bring about adua or value. There are nine
such activities divided into primary and suppotiaies.

A) Primary activities.
These are:
1) Bringing materials into the business.
2) Material conversion to final product.
3) Shipping out.
4) Marketing and sales.
5) Servicing.

B) Support activities.
These include:

1) Procurement.
2) Technology development.
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3) Human resource management.

4) Firm infrastructure (both internal and outsourcBhr example management,
planning, finance, accounting, legal etc. The valoain is received constantly to
reduce costs, improve value even its existence.

Core Competencies

Core competence is the area in which the orgapizdias comparative advantage
over others. It is key to its existence.

» It gives the company an edge over others.
» It contributes significantly to its profitability.
* It has wide application within the market.

* It cannot be imitated easily by competitors.

Market Orientation and culture

The goal of marketing is to satisfy relationshipsd aespecially stakeholders.
Therefore, people involved, valued exploration, atmn and delivery is
important. Customers, owners, management, emplpyeesnmunity and
government must be satisfied.

Strategic Planning

This leads to successes. It takes us there. The \ddlivery process recognizes
strategic planning as well as tactical planningdkation to the whole marketing
effort. Strategic planning considers the distamar beyond five years while the
tactical deals with current or immediate copin@t&tgies. The strategies consist
of the marketing strategy, the technological sgatand the sourcing strategy.
Planning for the long run is quite difficult (Palm@004). Planning for the short
term and long term profitability should considere tenvironment. (Palmer,
2004:208).

Defining the Corporate Mission

Corporate mission is the whole essence of the argaons existence. Why was
the organization set up? To accomplish what? Orgdions mission statements
capture their missions. This must be redefinechaseed dictates. The definition
of the business and its mission may incorporatetoousr need, group or
technology. Different businesses in an organizatiarst be defined separately
especially in a group.
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Assessing Growth Opportunities

The company must determine where it is now in tewhsoperations and
profitability, the extent of meeting customer neeuasw to fill any gap between
projected sales and desired levels considerindetred of activity. Desired levels
are usually higher than projected (based on cuopatations). The desired may
be filled by expanding current operations or iniigmsg operations. It can be by
acquiring relevant businesses integration or byigitgy businesses that may not
be related (diversification). Businesses must eataluand plan strategies for
growth for expected returns to shareholders andtgrecareer opportunities for
managers (Palmer, 2004).

Organization and Culture

The structure of the organization may contributsifpeely or negatively to the

success of the organization. Its policies and celfare capable of affecting the
business. Structures and policies change easilpdiutulture. Both organization
and organizational culture are important in plagni@ulture refers to the shared
values, norms, experiences, beliefs, of peopleimvdh organization.

Business unit Strategic Planning

This covers business missions, SWOT (internal aadreal) goal formulation,
strategy formulation, programme formulation, impétation and feedback and
control in this sequence. At the feedback and ocbstage the whole sequence is
re-started. Planning is required for short term #mthy term profitability and
should respond to changes in the environment (Rak084:208)

Establishing Strategic Business units

This defines the business the company is carryimgooachieve its corporate
missions, for example, car making, food processage making etc. The core
business can be redefined continually. Businesgiieh may be based on
customer groups or customer needs or technologyer&khere are different
businesses, each may have a separate strategynalig.

Assigning Resour cesto Strategic Business Units
» Profitability must be considered.
* The relevance must be evident.
* No wastages.
» Possibility of outsourcing.

Sdf Assessment
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Discuss briefly the steps in marketing planning.
3.3 Planning for Financial services

The organizations size in terms of operations aatckats will determine the level

of finance required. Small ones depend on the atjout and the integrity of the

owner(s). The level of finance required may be Rsdsstantial. Big organizations
have their reputation built around corporate manegg, policy instruments,

legal framework and their financial standing wittihre industry and economy.

The medium size businesses exist between the swngdinizations and big

organizations. They suffer the most because thegssdo not give them the

privileges of big organizations. They are largarttthe small ones and yet suffer
their disadvantages.

Sources of finance for organizations are:

Commercial banks.

Capital market for long term finance (projects).

Money market for short term finance.

Internally generated funds from operations.

Specialized banks e.g. NEXIM Bank and Nigerian Bdok Commerce and
Industry.

Providers of such finances are:

Commercial banks.

Insurance companies.

Capital market operations e.g. brokers.
Finance and accounting departments.
Specialized banks.

Salf Assessment
What are the sources of finance?
List the providers of such finances.

3.4 Linkage Between Marketing, Planning and Financial Services

Marketing helps to identify the needs of consumé&rese needs have to be met
according to customer demand. Once the needs argifidd the organization
commences procedures to bring the products orcesthat will satisfy these
needs, wants and demand. Marketing planning fulfiésprocedures for bringing
about the products. Resources that are requirddting products into existence
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are linked to the stages of production. Finan@aburces are central to marketing
planning. Marketing planning identifies the markeind financial planning
identifies the sources of funds to finance theswities.

3.5 Planning for Financial Services

The need for finance arises once a marketing pdanbleen drawn up. Depending
on the level of the organization and the scopéhefmarket, the quality of goods
or extent of the service will be determined. Thasiderations are:

1)

2)

3)

4)

5)

6)

7)

8)
9)

Can the financial resources available to the omgitn
from within finance the marketing plan? For futanarkets
with the organization look inward or should it look
outwards?

The level of planning may require sourcing for farfitcbm
outside. Where the need is only for a short penodo
meet immediate needs, short term sources of funds
especially banks and financial institutions mayhbady.

The organization may build up funds in the moneykei
to meet the immediate or temporary financial nesfddhe
organization. For example, investing surpluses ixed
deposits, treasury bills etc.

For long term needs of customer’'s long term sounfes
funds will be considered. Ordinary shares or pesfee
shares may be issued and raised to expand fegilitie
operations or markets. Debentures or loan stoctharcase
of governments, may be issued and loans raiseithdade
the marketing.

Long term loans, equity (preference and ordinargres)
have serious implications which must be considered.
Approval of the Board may be required for large
organizations. Processes for approval may be long.

The quality of financial statements matter. Audited
accounts must be available.

Financial plans, including cash budgets, must ladahle.
The need to use the services of the bank, stokesbiar
financial consultants must be examined.

10)Evaluating the cost of the funds to be obtainethanface

Salf Assessment

of alternative sources of financing is necessary.

Why is it important to plan for financial services?

4.0 Conclusion

40



Marketing planning is essential in delivering obgucts. This must end with
financial planning in order to employ the resouradsthe organization to
efficiency. Planning for financial services takeggizance of the various sources
of finance and who the providers are. Planningodeéh enjoying financial
services and in meeting customer demand and pobfita

5.0 Summary
In this unit, marketing was defined and marketitgnping was explained. The
various steps and procedures for planning was itbescrThe need for financial
planning was equally presented.
6.0 Tutor-Marked Assignment.

1) Explain the steps that are important in marketilegping?

2) How do you plan for financial services?
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Introduction

There are various sources of finance and diffesmmvices provided towards
securing the needed finance. The wheels that ladogit financial resources are
financial services. The objective of financial dgons and services is to
contribute to the attainment of corporate goalse Tdsk of those providing the
service and the resource itself is “to plan, rasel use funds in an effective
manner to achieve objectives” (Pike & Neale, 2006:5

Key decisions involved in finance are investmentisiens and financing

decisions which have to do with what to acquire ahere such finance is to be
obtained respectively .Apart from these, the fin@nmanager has a responsibility
to ensure the sufficiency and availability of funtis meet the needs of the
organization. Therefore, in-depth knowledge of filteire financial requirements
and the financial markets need be possessed.

3.1 Financial M arkets

There are two broad categories of financial markete distinction between them
is based on the time factor and the type of trair@aand instruments used. These
are the money and capital markets. The money maikewhere banks
significantly dominate with other financial sernvéc&hey are involved in mainly
short term sourcing and investments of funds withishort period, usually one.
Common instruments used are cheques, credit -cardeposits’
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acknowledgements, certificates of deposits, trgailis, commercial papers,
banks etc by which funds become available in theketaFrom these short term
loans, over drafts, payments and other transacticmsmade.

Direct investment is the money that is not usuallgde through treasury bills,
certificates etc. Individuals, government and besses access this category of
funds not necessary through the banks but diretkbers of funds who acquire
funds in the money market may invest such fundstatks and enhance their
operations. Repayment of credits is possible tHialgaining funds in the money
market. The financial services provided should ffiicient and the cost of
obtaining the service should not be arbitrary.

Regulations and regulatory bodies monitor and ensoiat the costs made by
banks, financial institutions have to be in accamawith existing regulation.
There is the need to ensure solvency. Each institwhould be liquid enough to
sustain its activities. Threats and fears of inggcghould be prevented as these
can cause panic and loss of confidence.

Capital markets deal with long term investments armsfruments involved are
debentures, loan stock or bonds, ordinary shareterpnce shares. The markets
for these instruments are the stock Exchange, tak Stteet (America) etc. The
market is either primary for fresh issues or seeoyndvhere holders of the
instruments can dispose of their interest as thesire. The secondary market
operations ensure that the capital raised in tihm@goy market is not tempered
with. The capital market is an avenue for invest@ssiness individuals and
government to invest directly. They use stock breke issuing agents (houses).

The funds so raised are used to expand busingasehase plants, land, or build
properties. The instruments or investments musteoeired. Their values should
be reasonable (as regulated by the stock Exchamge Siock Exchange
Commission). There should be free access to infoomaon regularly basis.
Management should ensure that there is good cdgogavernance and
accountability. Government through regulation andpesvision ensures
transparency otherwise there would be loss of denfie in this market. The
consequences will be disastrous.

Self Assessment
Explain financial market.

3.2 Financial Services.
There are several services rendered by financiaketa The major role is

intermediation. The money and capital market in8ths facilitate
intermediation. The others are:
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Generating finance from several small investordividuals and pooling together
these to lend to those who need the fund.

Reducing risk especially from unit trusts. Fundsnf trusts are invested in
different portfolios. Institutional investors digtfly their investments to reduce
risks.

The markets provide both short term and long tema$. Those borrowing short
go to the money market. Those borrowing long gothe capital market.

Borrowing long from money markets is quite riskysdlvency may arise leading
to bank failures as in 2008/2009 globally. Thisdeg USA.

Financial markets bring together small savers angel or institutional borrowers
at reduced or low costs.

Lenders and borrowers have access to professiaodagert advice.

Financial services markets should be seen to bading these services. Without
these, their relevance would be questionable. Thaye a duty to ensure
efficiency and continuity of their businesses atmbse of their clients or
customers. They have to make “sound, adequate atidble financial

information”, (Rose & Marquis, 2006;54).

Self Assessment
What do we mean by intermediation?

3.3 Analysisof Financial Service Markets  (institutions).
3.3.1 Deposit Taking institutions

The main feature of this category is the receivdhdeposits. Majority banks play
this role. Other financial institutions are alswotved in deposit taking.

Commercial Banks-Retain Banking services.
They receive deposits from customers and are ieedobim commercial lending
(Sanders & Cornett, 2006).
Payment services such as clearing of cheques, gpawinof currency.
In universal banking system they undertake whoteiog also.
Commercial banks have sub-categories viz:
a) Micro banks/ community banks.
b) Regional Banks.
c) National or Super regional banks.
(Saunders & Millon, 2006).

In Nigeria there are 25 Mega banks as at 2009 amdonbanks which have
replaced community banks.
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b)

Savings I nstitutions

This category mainly mobilizes savings for a loregipd. Immediate release of
such savings is not a target. Savers save for @ term purpose. Short term
savings are also encouraged.

Whole Sale Banking

This is also called Merchant Banking. They finabosinesses through accepting
services (bills of exchange) and discounting sesjicproviding cash to by

discount bills of exchange. They save institutionaestors, large corporate and
governments. They help businesses in mergers andsé®n arrangement. They

help businesses also manage funds. They are aldoeadompanies etc on

financial matters. They manage pension funds, tmists, insurance funds,

investments, leasing.

Building societies and M ortgage
Institutions

They mobilize savings and grant loans for buildigchase. They are specialized
savings institutions.

Self Assessment
List financial institutions.

3.3.2 Contractual Financial Institutions

Pension funds are a major source of investible Suithey manage pension
contributions for employees and employers. Thesehao schemes.

a) Self-administered schemes: the funds are investedtly in the financial
market (capital market).

b) Insured scheme where the funds are insured adffierance company and
the risk are covered the company.

I nsurance companies

Life assurance. }
Pension provision. } these are long term insuganc

General insurance cover losses from fire, accidentgor etc within a 12 month
period. Funds generated from these are investslart term investments.
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3.3.3 Unitsand Investment Trusts
Investment Units

Investor's funds are pooled into a portfolio of @stments. Each investor is
allotted tranches or units according to amount rdoumted. They are mainly
operated by banks, insurance and finance compdnaigiduals can only dispose
of their tranches or holdings only through the nggana

Investment Trusts

They are limited companies set up to invest in 8ges quoted on the stock
Exchange. They invest specifically in services. r8baare soled on the stock
exchange.

3.3.4 Globalization and Financial Services

The activities of prominent stock markets are akvay internet, dailies, news.
Development in one country affects other countrieise financial meltdown
began in USA and towards the end of 2008 and hétafl the world.
Individuals and institutions patronize other stocirkets. Trading of securities in
the internet has become a growing business. Fiaamarkets have been brought
to the door steps of individuals, governments amglriesses.

4.0 Conclusion

The above analysis has revealed the major rolenah€ial services markets in

intermediation. Borrowers and lenders are linked teir transactions protected.

Therefore, making financing and investing decisitlas been possible. These
decisions lead to efficiency and sustainabilitybolinesses. Each sector of the
financial market plays a significant role. They aegulated to sustain confidence
of investors, provide liquidity in the short anchéprun.

5.0 Summary

The unit has discussed what finance services tutistis and markets do. The
benefits of their services underscore their coriynd he various types of services
rendered were also discussed. The globalizationrapdcts of financial markets

was briefly made.

6.0 Tutor-Marked Assignments
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1a) Distinguish between capital and money market.
b) Distinguish between primary and secondary etark

2) Discuss the services financial institutions ey
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UNIT 6: MARKET SEGMENT.
CONTENTS:

1.0 Introduction.
2.0 Objectives.
3.0 Main content.
3.1 Market segmentation.
3.2 Levels of market segmentation.
3.2.1 Mass marketing.
3.2.2 Micro marketing.
3.2.3 Market segmentation.
3.2.4 Niche marketing.
3.2.5 Local marketing.
3.2.6 Customerization.
3.3 Requirements for market segmentation.
4.0 Conclusion
5.0 Summary.
6.0 Tutor-Marked Assignment.
7.0 References/Further reading.

1.0 Introduction

The essence of marketing is not only to providedgoand services which are
needed. The ultimate is to make a profit. The s$takkers; shareholders, loan
providers, management, government and communitye fegpectations which
have to be met and usually from profits and ace#isitof the organization.
Marketing has an objective. Careful analysis of tharket is required for
sustained and profitable marketing of products serdices. Market segmentation
is inevitable.

2.0 Objectives

Define and explain market segmentation.
Describe the types of market segment.
Explain requirements for segmentation.

3.0 Main Content
3.1 Market segmentation

Market segmentation is identifying and analyzingharket and dividing it into
segments. This is based on profiling of customerso wwant various
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products/services depending on their demographychogiraphy and behavior
(Kotler and Keller, 2006). The reason for segmemtais to determine the
segment that offers the greatest opportunity féerofg. From these segments, a
choice of the segment that presents the highesippbrtunities is made. From
segmentation, the target markets are identifiee Bénefits are then revealed to
this segment. Efforts are concentrated on this sagmMarket segmentation
should show where the marketer or organization lshtocus. Exploring and
exploiting segments have great rewards where:

The segment is attractive.

The company’s objectives are realized.

The resources are employed for the higher benefits.
Developing and communicating a positioning stratéjyP).

a) Through segmentation.
b) Through targeting and
c) Through positioning.

The end result of segmentation should cover:

Meeting the needs of the group.

Satisfying these needs in a superior way.

Making the segment market to recognize the distrast the needs are met.
Avoiding confusion in the market and its image.

The role of the marketer is to identify not to d¢eedhe segment based on
preferences of the customers.

3.2 Levelsof Market Segmentation

3.2.1 Mass Marketing

This is broad, generalized and meets a large rie@olves mass production,
distribution and promotion of one product to méet heeds of all users (Kotler
&Keller, 2006). For example, coca cola produces &zt all buyers.

3.2.2Micro Marketing

This is taking over mass marketing as meeting gmahds of buyers with one
product in becoming a fallacy. Some may want thkecwith less caffeine or

sugar or gas or smaller or bigger. Still, some mayt it in small quantities or
bottles or cans for take always. Micro marketindase at different levels such as
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segment marketing, Niche marketing, Local marketingustomerization
(individuals).

3.2.3 Market Segmentation

This category share common needs. There may bencest who want low-cost
cars or luxury cars. Segmentation seeks to coph waimpetition and meet
specific need more than mass marketing. Three rdiffepatterns of segment
marketing can emerge based on preferences:

» Homogenous Pr eferences

Their preferences are similar and clearly recodieaThey share the same
attributes, taste and presentability.

» Diffused Preferences

They have varying needs. They need different markeand brands to satisfy
their demand.

e Clustered Preferences

There preferences are natural to them. Differeahdnes are required for this
market. Marketing can, begin anywhere on the saatespread to other parts of
the market. From an area of high population or pmyulation the other market
will be covered. It can begin with the largest plagion (called concentrated
marketing).

3.2.4 Niche Marketing

This is sub-segment. The customers have distinegt®f needs and are ready to
pay higher to have their needs made. They are eraid attract only one or two

competitors. Their products are usually special.

3.25Local Marketing

These markets suit customers within a locality. $bevices are tailored towards

the needs in the locality. This can be called graes marketing or experimental
marketing (unique experiences), e.g. sponsorintpédloor golf tournaments.
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3.2.6 Customerization.

This is the ultimate called one-to-one marketingarkéting meets the needs of
individuals. This required knowledge informationoab the individual customer
and his needs.

3.4 Required For Market Segmentation

» Geographic segmentation divides the market intogggahic units:
nations, states, regions, countries, cities, laoahs etc.

» Demographic segmentation identifies age, familyesizcycle, gender,
income, occupation, religion, race, generation, etc

» Psychographic segmentation examines the psychabgpnsumers e.g.
personality, lifestyles, values. The customer idemmographic segment
may reveal different profiles or personality anstés.

4.0 Conclusion

The above has defined and explained market segtisntarhe marketing
objective is to make a profit by providing produ@sad services to markets
segmenting markets yield this objective. Understamdhe need of the market
and the various segments informs wise marketingsmers.

5.0 Summary

The unit has thrown more light on the concept ofkeng segment. The various
segments that are basic to understanding the mheket been explained. The
basic variables to be considered in market segrmientare also discussed briefly.
6.0 Tutor-Marked Assignments

Explain market segmentation micro marketing.

List the basic requirements for market segmentation

7.0 References/Further reading

Kotler, P & Armstrong, G. (2008). Principles of Mating,
Pearson, Prentice Hall, New Jersey

Palmer, A. (2004). Introduction to Marketing, Thgand Practice,
Oxford University Press, New York.
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UNIT 7. MARKET MIX STRATEGIESIN FINANCIAL
SERVICES.

CONTENTS:

1.0 Introduction.
2.0 Objectives.
3.0 Main content.
3.1 Marketing mix.
3.2 Market mix strategies in financing.
4.0 Conclusion.
5.0 Summary.
6.0 Tutor-Marked assignment.
7.0 References/Further reading.

1.0 Introduction

There are different market segments that offer edsifit opportunities.
Organizations usually go for one or select the roution of markets that have
optimum profits. Different measures and used tcereine and describe the
markets. Markets can be measured through salemeokales values, growth rate
or level of competitiveness. Marketing mix is anfiework that highlights the
principal decisions that managers make in confrgutheir offerings to suit their
customers’ needs. These tools are useful for Huthldng term and short term
tactical programs (Palmer, 2004:19).

2.0 Objectives

» Explain marketing mix.
» Explain market mix strategies in financial services

3.0 Main Content

3.1 Marketing mix

This is
A set of marketing tools that work together to Sgticustomer needs and
build customer relationships and is useful in impating marketing

strategy
(Kotler & Armstrong, 2008:8 & 12).
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The market mix is the set of controllable, tacticahrketing tools that the
organization blends to produce the desired respangbe market. (Kotler &
Keller, 2006, Kotler & Armstrong, 2008) explain thténe four marketing Ps
center on target market. These Ps are:

Product- product variety, quality, design, featutasnd, name, packaging, sizes,
services warranties and returns.

Price- focuses on price list, discounts, allowanges/ment periods and credit
terms.

Promotion- covers sales promotion, advertising ssaferce, public relations,
direct marketing.

Place- gives coverage, channels, assortmentsidosatnventory and transport.

These are the sellers’ strategies which matchuktomers’ 4 Cs.

Customer solution.
Customer convenience.
Customer cost.
Communication.

Palmer adds 3 Ps to Kotler & Keller's, Armstrong’&s.

People.
Process.
Physical.

All these are directed at meeting and satisfyingt@mmer needs at a profit. These
tools are interdependent and all point to the targket.

3.2 Market mix strategiesin financing

Financial services bring about financial resourmeprosecute the market plan.
The financial resources are based on marketingésteand planning. Depending
on the forecast, a number of sources of funds aeelable. The level of

production will determine the quality of resourcasd finance. Financial

resources are obtained at cost. Planning invohadseng decisions that will bring

about the finance at optimum costs. Haphazard geraents are risky and costly.
Sources of funds for temporary short term needsddferent from sources of

funds for long term needs. The choices must bauated.
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Sour ces of Long Term Finance

Capital market:

a) Debentures.

b) Loan stock.

c) Preference shares.
d) Ordinary shares.

Cosdts:

Interest.
Dividend.
Brokerage.

These are available for capital projects which mefuare long term and
sustainable.

Sour ces of Short Term Finance

Money markets are majorly banks and other finardeglository institutions.
Credits from suppliers.

The costs involve interest, charges, discounts etc.
Capital Structures

The decision to obtain funds must be taken in cagrge with the composition of
the capital structure. A high ratio of loan capitadreases the financial risk of the
organization. A low incidence of loan capital me#ms organization is not taking
advantage of the loan capital which interest isudétle from the profits thus

enhancing profitability. A balance of loans and iggboth in the long run and

medium term is required.

Theworking Capital Segment

The sustainability of operations depends on thgmsat in the short run. A
balance is also required here. The short termlili@si must always be secured
and covered by short term assets. Excessive cuassets holdings may indicate
high investment in stock and holding of liquid dssecluding debtors. This is
idle capital that could be profitably used. Shoemgof these assets create
insolvency and cost of redeeming this is costlytadiing cash immediately or
within short intervals may be costly. Operationaynslow down and markets
may be lost.
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The sources of these services are the capital tsarkanks, mortgages, stock
broking firms, capital market (stock Exchange foPOl and secondary
transactions). Services are not obtained free afgeh

4.0 Conclusion

Marketing mix strategies is a marketing concept ihaseful in implementing the
marketing strategy. Achieving the marketing mixutesin profitability. Applying
the concept to financial services avail the orgaiindn an opportunity to consider
the most profitable sources of finance for its entrand future operations. These
costs may affect profitability and sometimes thgiteé balance. High gearing and
insolvency should be watched against in financipgrations.

5.0 Summary

The unit has discussed marketing mix and highlight®w marketing mix
facilitates strategy implementation marketing obdgucts and services. The 4 Ps
of Kotler and Kevin and the 3 Ps of Palmer are l@ygtools that enhance
marketing of products and services. The organimatimust consider sources of
funds from money markets and capital markets. $hed of capital structure and
gearing is pertinent in determining the composittbfinance.

6.0 Tutor-Marked Assignment

Explain the marketing mix tools in implementing tharketing strategy.
Discuss the importance of considering the typdsahce to use.

7.0 References/Further reading

Kotler, P & Armstrong, G. (2008). Principles of Mating,
Pearson, Prentice Hall, New Jersey

Palmer, A. (2004). Introduction to Marketing, Thgand Practice,
Oxford University Press, New York.

Rose, P.S. & Marqui’s, M. H (2006) Money and Cdpilarket.

Financial Institutions and Instruments in a Gloldarket
Place, New York
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UNIT 8: MARKETING OF FINANCIAL SERVICES

CONTENT:

1.0 Introduction.
2.0 Objectives.
3.0 Main content.
3.1 Marketing of financial services.
3.1.1 Banking services.
3.1.2 Capital market.
3.1.3 Insurance services.
3.2 Providers of financial services.
4.0 Conclusion.
5.0 Summary.
6.0 Tutor-Marked assignments.
7.0 References/Further readings

1.0 Introduction

Financial services are very important in every @oy.  This is because financial
resources are required to run businesses sucdgssfBroviders of financial
services have to render efficient services to uskthese services. Planning and
adopting effective strategies for marketing of fio@l services is the
responsibility of management. They should knowtihees of financial services
and how to access such services to raise finaresalurces needed. The users of
financial services need to know that providers inaificial resources can offer
useful financial advice.

2.0 Objectives

At the end of this unit you should be able to

. Understand the importance of marketing financialises.

. Identify providers of financial services.

. Identify the sources rendered by banks, capitaketarand
insurance businesses.

. Know where to obtain professional advice on finahci
services.

There are experts within the economy such as banliecountants, stock brokers
and insurance managers etc who can give profesgiardance on how to raise
and use funds (money and cash). The existencetidgnecand relevance as well
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as other financial services should be known to @hwbo need such services.
There are different types of services being offdrgdlifferent bodies. Managers
and individuals should have basic knowledge of éhis guide their business
choices. They should be able to know and obtaifepsional guidance from

them. Providers of financial services are alwaysoducing new ways of

meeting their customers’ needs. Users must betakdequaint themselves with
the benefits and safety of such new services. Einhgervices are referred to as
products.

3.0 Main Content

This section focuses on marketing of financial m&w such as banking, capital
market and insurance. The role of professionalsendering these services will
also be covered.

3.1 Marketing of financial services

Marketing is strategic in bringing about awarenassut financial services to the
door steps of customers who need such servicekeltliag raises awareness and
introduces new products to existing and prospeativeiomers. The following
financial services will be discussed.

3.1.1 Banking services
Banks play the important role of intermediational Is they mobilize or generate

funds within the economy and investors are ableawow from banks for the
following purposes:

. Expanding existing businesses.

. Introducing new products or technology.
. Meeting temporary financial shortage.

. Diversifying their businesses.

Banks carry out extensive advertisements:

. Through print media such as newspapers, magazines.

. Through electronic media such as radio television.

. Internet (websites) because of the advantages tefniet
communication technology.

. Door to door or personal contact.

. Sales promotion such as sports etc.

. Sponsorship.
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These and various other strategies reveal theusservices (new and old) which
banks render. These attract more customers. Ustialymore the customers, the
more the deposits and the greater the servicesbtrdts render. Energetic and
resourceful personnel are engaged to work in theketiag departments to

introduce banking services to customers and winempatronage. Services
rendered by banks:

. Accepting of deposits (customers’ funds which agptkin
the banks).

. Paying such deposits to customers on request.

. Lending of banks money to customers who desire and
request for loans.

. Keeping of valuable documents, valuables such as

certificates of occupancy, title documents of prtps,
share certificates and gold trinkets jewelries etc.

. Undertaking wholesale financial services to corora
bodies both national and multinationals.

. Undertaking insurance and other financial servites
customers under the universal banking system.

. Serving as financial advisers to their customers.

. Rendering stock broking services.

. Offering forex services.

. Transmission of funds for customers within and ioietshe

country. This service has been made possible diukeat
because of internet communication technology-the e-
banking.

. Intermediation- Banks mobilize funds from their tmmsers
and a ratio of this is lent to investors who neeel funds.
This way, more wealth is created and the bank metare
enhanced. The borrower, investor, shareholders
(shareholders, employees) enjoy some level of metur
(profit) from this functions. The government alsengrates
revenue from the banks which pay tax on their pgofi

3.1.2 Capital mar ket

The capital market is a special market. It is ak®tawhere funds (money) for
long term investments can be raised by corporasenbsses which are registered
and listed on the Stock exchange. The market islatgd by the Nigerian
Securities Commission while the Nigerian Stock Earde is the market where
the instruments are raised and exchanged. Theumshts used in the capital
market are:
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. Ordinary shares (share certificates).

. Preference shares (|l 1)
. Bonds / Debentures (Debentures Deed).
. Development loan stocks (Loan Deed).

There are used for raising long term loans. Thi®dehg are used in the money
market (for short term loans) having repaymentquiriof between 90 and 360
days:

. Treasury bills.

. Treasury Certificates.

. Certificates of deposits.
. Commercial papers.

. Bank acceptances.

. Promissory Notes.

Businesses must meet certain conditions for thenbeolisted on the stock
exchange for them to enjoy capital market serviGege listed, they can obtain
funds by initial public offers (IPO) when the compaso listed is raising fresh
funds. The secondary market on the floor of theckstexchange existing
shareholders can raise money by selling part owtiee of their shares.

3.1.3 I nsurance Services

Insurance businesses are regulated by the Nigdrnanrance Commission.
Insurance services include life assurance; inseraatc. Insurance is the
undertaking by an individual to pay certain sums robney as premiums
periodically to an insurer (company) so that whemafortunate event occurs and
causes him/her to lose his/her life or an assetirtherer will compensate the
insured accordingly.

. Insurance is a highly risky business.

. Insurance is very helpful in resuscitating busieedbat are
devastated by hazards.

. They require regular and consistent honoring of
commitments especially premium payment.

. Banks now operate insurance business as subsdliarie

. Insurance is yet to be embraced by the public quiléke
banks.

3.2 Providers of Financial Services
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» Professional Accountants.

» Professional firms owned by accountants who refidancial services.
* Insurance companies.

» Stock brokers.

* Bankers.

* Financial consulting firms.

4.0 Conclusion

This unit has revealed the significant roles of ke&ing of financial services and

the importance of this in exposing such servicebusinesses. Customers can
access such services and use professional expegside them. Insurance of

business assets etc can be very helpful to thedsses and individuals.

5.0 Summary

The unit has discussed marketing of financial sexui What these services are
and where they can be obtained have been discuBsedole of professionals in
providing financial guidance is also summarized.

6.0 Tutor-Marked Assignment

1) Discuss the types of financial services.
2) a) What services do banks render?
b) Mention those who can help offer professionatignce on financial
services.
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UNIT 9: ENVIRONMENT FOR FINANCIAL SERVICESMARKET IN
NIGERIA

CONTENT:

1.0 Introduction

2.0 Objectives

3.0 Main content
3.1 The Nigerian financial environment.
3.2 Challenges of financial environment
3.3. The prospects of financial services in

Nigeria

4.0 Conclusion

5.0 Summary

6.0 Tutor-Marked Assignment

7.0 References/Further reading

1.0 Introduction

For every industry to thrive the environment mustdonducive. The financial
services belong to the financial sector of the eoaoyn The financial system
creates and regulates the operations of banks githcmarket, money market,
insurance, pensions and the accounting, auditingpatfessions. An efficient
financial system provides quality financial sergcthat support the financial
sector in particular and the economy in general.

The environments for financial services constitthe general economy and
political stability. The relevant laws that diretie flow of the economy, fiscal
policies and legislative enactments as well astiegisand new policies provide
the general framework for rendering financial seggi The standards attained
have regional and global implications. The grovatyelopment and stability of
the financial system depend on the economic anitigadistability of the country.
Policy stability, affiliation to other economies carconfidence in the financial
system by foreign stakeholders or interest camgthen or weaken the financial
services market.

2.0 Objectives

Describe the Nigerian financial environment
Discuss challenges and prospects of financial sesvin Nigeria
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3.0 Main Content
3.1 The Nigerian Financial Environment

Nigeria is a highly populated country with over l#@lion people, as the census
of 2006 indicates. The economy is petroleum, moodyct dominant one. The
government is key controller of economic and finahgpolicies. The financial

sector is regulated through the central bank ofeN&gwhich is the government
agent through which policies (both micro and macesg formulated and

implemented.

The legislature that has been assuming prominendecanfidence is actively
watching, refining and enacting new laws that dfecting the financial system.
The role of the regulating organs such as the MNigeDeposit Insurance
Corporation, the Nigerian Insurance Commission, Nigerian Stock Exchange
Commission and the Stock Exchange, the Pension Gssiun etc play

significant roles in the economy and in the finahslystem. The law courts and
judicial decisions have bearings on issues affgctlre financial system. The
creation and functions of the Economic and FindnCrames Commission, the
Independent and other Corrupt Practices CommisfiGRC) and the role of

security agencies have impact on the financialesyst

Their various roles either weaken or strengthenfitencial system. Since the

economy is not operating in isolation to the waglcbnomy, it is not insulated

from the state of the global economy. The configereposed on the system by
other international stakeholders may grow the eognor deflate the system.

The environment of financial services has been mdipg. The petroleum sector
has contributed very much to the growth developnaoérthe financial services.
The next buoyant sector of the Nigerian economyhée banking sector. The
telecommunication sector has had great impact enettonomy also. The two
sectors: petroleum and telecommunication have grtiven financial services
sector. The financial sector is the repositorywfds and growth in the sector has
been due to expansion in the petroleum sector at@tdmmunication. The
banking sector suffered greatly between the midd§%hd the early 2000s. The
phenomenon of financial distress due to lack ofifureduced the strength of the
banks. This reduced the solvent banks from overtd@® by 2003.

The recapitalization of the banks to minimum of RB#ion Naira reduced the
number of banks to 25. The central bank of Nigk&d to intervene to save eight
banks by injecting N620billion Naira into them. Tiwere assessed to have run
into liquidity and solvency problems.

The environment of the Nigerian financial systens een afflicted by sharp
practices bordering on indiscipline in lending, roption, poor governance,
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instability in monetary and fiscal policies. Theguéatory oversight, despite the
introduction of NDIC has not instilled financialsdipline. The adequacies of the
legal policies and instruments have been rathestgurable.

3.2 Challenges of Financial Services

in Nigeria
. The following are challenges:
. Stability of fiscal and monetary policies
. The appropriateness and adequacy of legislationthef
various sectors.
. Lack of continuity of policies.
. Corruption and challenges of corporate governance.
. Globalization and healthy competition.
. The challenges of internet and electronic operation

3.3. The Prospects of Financial Servicesin Nigeria.

The Nigerian financial system and the economy gdrege developing. There is a
propensity to grow and this tendency reveals thterg@ls inherent on the
economy. The following features offer prospects tfeg financial markets and
financial services.

The general stability in the polity since the ingep of democracy is paving way
for the release of hidden potentials on the econoiflye government is shifting
towards diverting control in direct economic cohgiad creating infrastructure to
facilitate economic growth. This is affecting thesincial service sector too.

The Government is directing policies toward divisteg the economy to reduce
dependence on petroleum. This will make the minesattor and the
manufacturing sectors to boom. This will createcarb for financial services.
The growth and impacting IC technology and glolzion have impetus for the
financial services helps to boost confidence inausrs who depend on financial
services for their local and international tranisans.

Competition in this sector is a factor that enstsinquality and therefore
expanding the scope of financial services. Thisasling to more patronage.

The population of Nigeria which is140 million is rdg@ and growing
intermediation is reducing the informal sector ime tfinancial system and
enlarging the formal sector. This is a prospect doywing need for financial
services.
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4.0 Conclusion

There are benefits in having an efficient finansigdtem. The environment of the
financial system can cause it to grow. It is impottto have workable policies,
legislation and supervision that will sustain cdefice and patronage. Dealing
with problems of corruption, indiscipline, adhererto policies will sustain the

required atmosphere for rendering and enjoyingitied services.

5.0 Summary

The unit examined the Nigerian financial environmerhe general financial

system and the various sectors such as capitaletparisurance, banks were
discussed. The role of the regulatory bodies, ggibmal bodies were highlighted,
the challenges and prospects were summarized.

6.0 Tutor-Marked Assignment

1) Describe the Nigerian financial environment.
2) Discuss challenges and prospects facing theamment.
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UNIT 10: INNOVATIONSIN FINANCIAL SERVICES
MARKETING: THE INTERNET SYSTEM ETC

CONTENT:

1.0 Introduction
2.0 Objectives
3.0 Main content
3.1l.Innovations in financial services
3.1.1 Financial innovation
3.1.2 Services proliferation
3.1.3 Competition
3.1.4 Free enterprise and free regulation
3.1.5 Globalization and homogenization
3.1.6 Expanding markets
3.2 Socio-economic factors
3.3 Dynamics of financial needs of
customers
4.0 Conclusion
5.0 Summary
6.0 Tutor-Marked Assignment
7.0 References/further reading

1.0 Introduction

The economy is dynamic (Rose and Marquis, 2006)almee the taste of

consumers is dynamic. Marketing research is dynamétis continually seeking

to identify and satisfy consumers’ taste. New puatsiucell phones, etc are
abound which were hitherto unknown. Customers tkbare daily and hourly

kept abreast of developments concerning their atcoalances and transactions
affecting their accounts. New things that emerge being marketed and

customers are sensitized to embrace such new agebignovations.

Globalization has integrated even small organipatmd individuals into the
global financial system. New trends are always ¢pdimroduced to improve
financial services delivery. Research and develgprhave in focus innovations
for efficient operations.

Computer, internet connectivity, telecommunicati¢osll phones etc) are being
financial services and marketing to customers. &hglsanges are compelling
consumers to change their taste also. Today’s dinhrsystem is drastically
different from that of the 1990s. Therefore theteysten years from now will be
considerably different from that of today.
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2.0 Objectives

. Explain the dynamic nature of financial services.
. Explain new innovation in financial services mankgt
. Explain how today’s challenges affect tomorrow’s/gees

3.0 Main Content
3.1 Innovationsin Financial Services

Forces and influences are emerging and there ang faators that are affecting
the financial system and the services being rendere

Research into improving the system and bringinggehew methods of providing
efficient financial services that satisfy customemns underway.

3.1.1 Financial I nnovations

Research should avail new financial services. Nestrument should be
developed to meet new customers taste. New inranstare e-banking cell
phone banking, account balance alarms, home bamtmdurrent ideas include
home equity credit lines international mutual fundgst preferred stock etc.

3.1.2 Service Proliferation

These have to do with meeting the financial serveeds of customers.
Customized service pleases customers. Financigduitiens have the same goal
in term of services being offered.

3.1.3 Competition

The scope of financial services rendered by theowarclasses of financial
institutions is being narrowed. Locally, these itagibns are competing to render
similar services within each category. For exanljaeks render services that are
virtually the same. The globalization of marketsyrtemd to individuals and small
customers being served. This spreads clientele. pébtion for customers is
acute.

Mergers and acquisition are means of expandingomests no matter how small
or big. Conglomerates have customers all over libigeg

3.1.4 Free Enterprise and free Regulation
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Privatization is liberalizing markets and freeingvgrnments from regulation of
businesses. The financial services are the setttatggovernments especially in
developing nations want to control. A regulatedaficial market has a high
tendency to be inefficient compared to a deregdlatarket that is subject to the
forces of demand and supply. That is the financiatket or system is now in
private hands not government.

3.1.5 Globalization and Homogenization

Financial services are not seeking to satisfy laoa¢ds only. The types of
services are similar as needs of customers. The s@mvice meets customers’
needs all over the globe. Homogenous servicesfmed to customers all over.

3.1.6 Expanding Markets

Globalization and advances in the telecommunicatiolstry brought about by
technology have taken financial services to custenie other countries. The
local producer of mineral ores can source for marke the internet and this
expands the market. Financial institutions havees&do international financial
corporations and may be well served.

3.2 Socio-economic Factors

The population of countries and the world is chaggiThe advances made in
science and technology and education have refime@rgments business and
individuals. The life expectancy has been raiseddeweloped nations. Good
health delivery services and higher standard afdivmproved the quality of life.
The movement toward individualism and gender baaare factors that are
capable of affecting the financial base and degisiandividuals.

3.3 Dynamics of Financial needs of Customers

The following considerations are important:

. Aging population and transferring wealth to heirs

. Corporate customers can raise fund directly frore th
market not through banks, capital markets.

. Savings for retirement by millions outside of tlegular or
formal retirement plans

. Modern, ICT facilities give access to funds or dredore
easily than previous.

. Management of individuals’ assets.

. Greater ethnic diversity. The various ethnic groljase

philosophies and attitudes that define their finainteed.
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. Mobility in jobs and changing locations requiredncial
services that meet this kind of need.
. Personal financial planning for individuals’, fareg and
small businesses are emerging areas of needs.
It should be noted that new innovations have thkallenges now and for the
future.

4.0 Conclusion

The above discourse has highlighted the changstgdaand needs of customers.
This dynamism poses greater challenges to modifaniiial services to suit
customers’ tastes. The various innovations to bbraoed should be customer
and marketing research based. The effects of ghaitimin, communication
technologies have attendant effect on the scopegaality of financial services
expected.

5.0 Summary
The unit covers innovation n financial service. Tiaetors that reshape the

financial markets were discussed. The role of secmomic factors are crucial
in financial service delivery as presented n tii.u

6.0 Tutor-Marked Assignment.
1). Discuss the environment of financial serviceskating in Nigeria

2). What are the problems or challenges of thenfired service environment. List
them.
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UNIT 11: APRAISAL OF FINANCIAL SERVICES
MARKETING

CONTENT:

1.0 Introduction
2.0 Objectives
3.0 Main content
3.1 Financial intermediation
3.2 Financial systems.
3.2.1. Savings function.
3.2.2 Wealth functions.
3.2.3 Liquidity functions.
3.3.4 Credit function.
3.2.5 Payments.
3.2.6 Risk protection.
3.2.7 Policy function.
4.0 Conclusion
5.0 Summary
6.0 Tutor-Marked Assignment
7.0 References\Further reading

1.0 Introduction

The financial services sector comprises of:

» Depository financial services (example are comnaerbianks savings

institution and credit units
* Investment banks and capital marked sector
* Insurance business
e Pension fund institutions
» Finance companies
e Mutual fund

These organizations perform the core financial isesv within the financial
system and the economy. The role of intermediatigalves flow of funds.

This flow is essential in sustaining the system #mel economy. Within this
system are sectors with surplus funds and sedtatsate short of funds. Financial
institutions stand between those who have surpindd and those who need such
funds for investment. Financial institutions penforthe essential role of
channeling funds (Saunders and Cornett, 2006; RodeMarquis, 2006). They
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also attract savings. Money or cash that is hetdide the financial system is not
available for intermediation.

3.0 Main Content
3.1 Financial Intermediation

The financial institutions provide their servicesthe formal sector. There is a
salient role of reducing the informal sector. Theér the role of the informal

sector in the financial services the higher isléwel of intermediation. This also
measures the extent of the formal sector.

The financial services engender growth and devedmprof the economy. Flow of
funds from suppliers to users propels expansidousfness. This flow of funds is
connected to wealth creation. The freer the flone tnore the growth of the
economy. More wealth is being created.

There are risks associated with intermediation twedprovision of finance. The
common risks faced are default or credit-risk, magching maturity of balance
sheet assets and liabilities, interest rate rigkidity risk (liability withdrawal),
underwriting risks, operating risk costs espeyiall producing financial service
(Saunders and Cornett, 2a). These risks vary witn€ial service. The extent of
management of risks improves the financial servares the flow of funds or it
may dampen the growth of these services.

Confidence is the factor that keeps financial togbn in business. The financial
sector is the area that is given special regulaiitve providers require confidence
that their funds are safe and the obligation deentlare honoured. The users need
confidence that funds will be sourced by them aeptable conditions and these
conditions are mutually agreed. The intermediatting, financial institutions,
maintain a level playing field and expect to enfmnefits of the services they
facilitate or provide.

Regulations ensure mutual respect and help prdatiel@ecessary atmosphere for
flows of funds. The level of development of theaficial system is seen in the
attainment of smooth flow of intermediation, straz@mpliance with regulation,
effective monitoring of financial services beingopided. The attraction of
foreign capital is indicative of the confidenceside financial system have and in
the financial system.

The internationalization of financial service bsngbout foreign investment.
Globalization has opened up market across natioks cuntries. This is a
measure of growth. Economies that access fundg¥@stment across national
boundaries have developed confidence to custorsesssathese borders.
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3.2 Financial Systems

Financial systems perform the following functiorofi® and Marquis, 2006:7):

. The savings function

. Wealth function

. Liquidity function

. Payments function

. Risk protection function
. Policy function

These function determine the contain button andieffcy of the function sector
to the economy

3.2.1 Savings Function

Saving by the public including businesses transfortm debentures, shares, bills
of exchange, treasury bills etc. Through these ngweds and services are
provided. Increase in saving enlarge this functlamw savings means Low
investment. The savings function is linked to lyirstandard. The saving
functions are linked to living standards. The mtre savings, the higher the
standard of living. This role is growing in Nigeri@ecline in savings affect the
financial system. The economic melt down and insaty in the financial system
has negative growtimpetus.

3.2.2 Wealth Function

Debentures, shares, treasury bills etc are avaonugsre or preserve wealth until
required. The risk of loss, unless in an era okssmn, is less compared to
investment in automobiles etc. These instrument® laturns which can grow
the value of the instruments if reinvested.

3.2.3 Liquidity Function

The need for immediate cash to spend makes thigifumcritical. The money
and capital markets provide opportunities for tnghdebentures, bonds, shares to
users or spendable funds. The availability of kiifyi is paramount in all
businesses and even to individuals. These instrisveme easily convertible to
cash and at low risk of loss. The financial serviocearkets should develop to
ensure easy convertibility and minimize the rishosts.

3.2.4 Credit Function
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Provision of credits is an adequate measure ofeffieiency of the financial
service market. The level of credit granted deteawmi how developed the
financial system is. Economic development and dgnoot the economy is a
function of the level of credits extended. Thiswtl®o means the challenges in
granting credits are under control or well managed.

3.2.5 Payments

Facilitating payments encourages exchange. Therimipaystem and use of
cheques, credit cards, electronic payments etc ureathe flow of funds.
Developed financial systems use more of electrarodes of payments and less
of cheques or paper-based medium of payments. tdessloped economies
emphasize currency, cheques etc. confidence isreglqand the financial system
ensures this.

3.2.6 Risk Protection

There are risks in business and life. The reabratf the objectives of financial
services is also seen in minimizing losses andeptimin against life, health,
property and income risks.

Regulations that ensure safety of funds and omeratiedge risks. This affects all
sectors of the financial system.

3.2.7 Policy Function

The markets, financial and non-financial, face mamgcertainties, inflation,
recession etc. governments make policies to stabilie economy. The financial
institutions facilitate this function through endorg implementing government
regulations, policies and laws. This is a notablection.

4.0 Conclusion

This discussion has examined the role of finangyatems and the services they
play in sustaining the role of intermediation. Thedle leads to growth and
development of the economy and in raising the statgdof living of the people.
The level of efficiency of the financial systemngasured by the function they
perform.
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5.0 Summary

The unit has thrown light on the role played by fimancial service sector. The
various contribution made in the economy has beesoudsed. The basis for
assessing the performance of each sector hasesdsohighlighted.

6.0 Tutor-Marked Assignment

1) Evaluate the contribution of financial service sect
2) Discuss how financial service engenders growth and
development of the economy.
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UNIT 12: TREASURY FINANCIAL SERVICES
CONTENTS:

1.0 Introduction
2.0 Objectives
3.0 Main content
3.1 The treasury functions
3.2 Funding
3.3 Financial services and good relationships
4.0 Conclusion
5.0 Summary
6.0 Tutor-marked assignment
7.0 References/Further reading

1.0 Introduction

Financial services involve daily cash managemehéddreasury management.
This is central to the success of an organizafioeasury management determines
the daily strength of an organization. Every indual is involved in this function
on daily basis.

The neglect of this function has brought embarrasdrto many individuals and
organizations. Solvent and liquid organizationsehamrvived hard times became
treasury financial services have been given theogpiate attention.

2. Objectives

* To define and describe treasury financial services.
» To identify treasury financial services.
» To identify symptoms of good and poor treasurytiirial services.

3. Main Content

3.1TheTreasury Function

Financial services have become crucial in treamagagement. Losses can easily
be suffered because of poor treasury servicest@rhdreasury refers to cash. Its
management involves cash and liquidity managemehtshort term financing as

well as financial risk management and portfolio agement. Portfolio refers to
the “combination of securities” or any other as¢Pike and Neale, 2006:220).
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Treasury management is defined by Association opQmate Treasurers as the
“efficient management of liquidity and financiaski’ (Pike and Neale, 2006:324).
The importance of this financial service can benseehe number of losses and
failed businesses because of insolvency and pgaidity.

The success of the treasury financial service canséen in the number of
businesses that have been prevented from bankrgtdyfailure because of
insolvency and poor liquidity.

The success of the treasury and financial sergieghieved through:

setting appropriate aims and policies, usuallyieyBoard

setting the authorization levels

setting the level of liquidity

Setting up finance or treasury or liquidity comie#t

Regular review and monitoring of the dynamics ehsury assets
help to prevent financial embarrassment.

®oooTp

Treasury management involves cash management. aitetc be available must
be planned for. Cash flow forecasts are prepareemeal levels of cash and when
cash may be in dire need. Surplus cash needs teibeested in short tem

investments in the money market. Deficits can bedenap through bank

borrowing etc. Cash Economic Order Quantity andrtstesm investments are

avenues for employing idle cash profitably.

Self Assessment
What is treasury management and how can it be \asifife

3.2 Financial Servicesand Funding

Funding simply addresses how cash can be obtaoreshbrt term activities or
operations and also for the long term.

The organization needs funds that are permanernfindmce major long term
assets. Short term operations require regular wésth have to be available at
the right time.

Funds can be obtained internally. Therefore, thmarftial services provider
responsible for this service must determine whaelle®f operations is to be
financed with internally generated finance.

Borrowed cash is often inevitable. Too much borrawitoo little has
disadvantages.

A balance must be determined to give optimum benefi

Decisions on the type of cash to borrow are moy éasnake. This could be a
problem of choice. What type of loan or shoulddtdn item that can be leased? Is
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it for a long term period or a short term periodBe3e require careful
considerations.

Management of current assets such as debtors, stogkventory, short term
investments should ensure availability of cash. IQuaf debtors and stock
should be high to prevent their becoming bad taucedthe amount of cash
expected from them.

Self Assessment
What considerations are important in funding oaficing decisions?

3.3 Financial Servicesand good relationships

Banks are custodians of cash in times of cashat@rBanks and individuals and
organization should maintain good banking relatigms Suppliers of credits
(goods and services or cash) are to be held in Bgileem. The relationship
should border on openness, integrity, reliabilitydahonesty. Consistency in
transactions and in maintaining relationships aleable assets.

Self Assessment
Why is good relationship management importantnaricial services?

4.0 Conclusion

The discussion above has revealed that treasurggeament is very important in
sustaining liquidity and making an organizationb solvent. Regular decisions
to sustain liquidity are to be made. This will ilw® sustaining good relationship
with credit providers such as banks, suppliersaaidg and other services.

5.0 Summary

The unit discussed what treasury financial servesgails, the important function
of cost management and potential management weyklidiited .This may
involve financing decision from cash generated froperation or borrowing.

Relationship management in important in financialvees and this is to be
maintained.

6.0 Tutor-Marked Assignment

(1) Define the treasury management and describe tasung management.
(2) Discuss the importance of relationship managenmefibancial services.
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UNIT 13: FINANCIAL SERVICE AND SHORT-TERM
ASSET MANAGEMENT

CONTENTS:

1.0 Introduction

2.0 Objectives

3.0 Main content
3.1 Importance of trade credits
3.2 Importance of inventory

4.0 Conclusion

5.0 Summary

6.0 Tutor-Marked Assignment

7.0 References/Further reading

1.0Introduction

As already discussed in unit 12, treasury manageims@mportant in making cash
to be available so that there is no shortage df oadliquidity. The objective can
be achieved through sound management of debtorentory and short term
investments. They constitute a significant portainthe working capital and
require attention. Finance services cover thesasaaitso. Excess or low levels of
these assets affect the quality of financial serieing rendered.

2.00bjectives

To be able to describe and improve on trade crédiistors or receivables)
To be able to evaluate the importance of invensoorestock.

3.0 Main Content
3.1Importance of Trade credits

Credits or selling goods or rendering services redit basis rather than cash is a
means of increasing sales, profits and consequerabh. This conveniently
makes goods and services to be available. Paynemtbese follow based on
mutually agreed terms. Credits are useful in thieiong ways:

i) Efficiency.

Quality goods and services sustain patronage bymess. Credit sales help to
confirm the quality of goods produced and soldewiges being provided. Poor
quality of goods and services shut markets.

83



i) Credit sales create investments in debtors afe greatly valued customers.
Marketing of an organization’s goods and servicesadvertising and making

goods and services available directly. This enmrpe volume of sales which

will have not been case if credit sales were nahtgd. The benefit can be seen in
a sustained relationship with the customer oveora Iperiod. There are risks

which translate to bad debts where the customisrttahonour credit terms.

iii) The sharp competition in the industry call fgranting of credits. An
organization that sells cash only releases a patanarket share to competitors.
Soon this will even affect the cash customers.

iv) There are organizations that may not easilyeascexternal loans to finance
their operations. They therefore have access titsrthrough credit sales. This
reduces difficulties of obtaining cash to purchsiseh goods and services.

The considerations for credits are:
* The quality of debtors must be high. This guarasadety.
 Cash flow is maintained so that operations are mampered and
operational costs are incurred when this can belado
* Managing credit terms such that costs are avoided.
* It involves considering the effects of credit pesp standards, collection
policy as well as cost of cash discount.

Self Assessment
Why are credits necessary?

3.2 Importance of Inventory

Inventory or stock in an organization’s investmémtraw materials, work in
progress goods and finished goods. These are [@terash waiting to be
realized. They have to be handled with care sotti&t can translate to cash at
the appropriate time.

Inventory can be held for a long time or a sharteti Holding large amounts
which take long to convert to cash attract costd hdow level and not meeting
demand is even more costly. The asset should melibeoverstocked nor
understocked.

Maintaining an appropriate level can be done thinaihg following:
» Economic order quantity
» Computer programme based materials requirememsipigand
e Justin time systems.
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Inventories avail customers with the goods theywireq They are the source of
sales and profitability.

Self Assessment
Is inventory an important asset in financial mamaget?

4.0Conclusion

The above discussion draws attention to the impoetaf current assets. Short-
term assets include debtors, inventories and taespotential cash to be realized.
It is important to manage them to increase salesijtand make cash available.
This way liquidity is built up and operations angstined. There are costs in
investments in these assets. These costs and tsesteduld be evaluated vis-avis
the benefits. Therefore current assets are impottatihe finance officer and the
organization.

5.0Summary

The unit focused on the need to pay attention bdate and inventories which are
significant in the investments of organizationsttBbelp to boost sales and raise
liquidity. They have costs which must be balanceth heir benefits to ensure
that the debtors and inventories are employed tpiwfi.

6.0 Tutor-Marked Assignment

1) Evaluate the need for management of debtors arehiaries.
2) Discuss how debtors and inventories can be managédably.

7.0 References/Further reading
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UNIT 14: SHORT AND MEDIUM TERM FINANCING
CONTENTS:

1.0 Introduction
2.0 Objectives
3.0 Main Objectives
3.1 Financing using trade credits
3.2 Financing through bank credit
3.3 Financing through money markets
3.4 Financing through leasing and hire
purchase
4.0 Conclusion
5.0 Summary
6.0 Tutor-Marked Assignments
7.0 References/Further reading

1.0Introduction

Financing is about making decisions to obtain fuedternally. Internally
generated funds through debtors, cash sales apdtments in money market
instruments may prove inadequate. Through cash flonecasts the
requirement for more cash will be identified. Thvdl call for a financing
decision. Law level of cash requirement may belegasidressed. Where the
amounts are substantial perhaps medium term fingnaill be adequate.
Where analysis reveal glowing need for | projetdag term finance will be
contemplated and planned for. Short-term finandagisions consider trade
credits; bank credits; invoice financing and moneyrket financing decisions.

Medium term financing decisions are for a longeriqee than short term
credits but shorter than long term financing decisi There are hybrids
which are longer than short but shorter than l@mmtfinancing decisions.

These are leasing or hired purchase arrangemerth Wwklong to the short
term and long term finance.

2.0 Objectives

» To be able to identify short-term financing needs.
* To be able to discuss short-term and medium teurces of finance.
 To be able to evaluate and access external credits.

87



3.0 Main Content

3.1Financing using Trade Credits

These credits flow from suppliers of goods. Sewwican be rendered on
credit also. This means goods and services conswareedot paid for

immediately. These credits are mutually discussetagreed. It is normal
practice to induce early payments by granting dist® Trade credits are
granted on the following considerations:

The bargaining power of the supplier dictates thedit terms.

Where the supplier has comparative advantage dfier suppliers
within the industry, his terms will prevail. In tr@tuation were
comparative advantage is shared by competitorsupplier hardly
imposes his terms.

Industry custom and practice.

There is a normal range of credit terms within adustry.

Suppliers may not easily go outside this range @agdso may
cause them to lose customers.

The nature of the product may help to determiine credit terms.
Products having high turnover are suitable for itremles.

These considerations should avoid delayed paymé&hés; should
help attract customers to purchase goods on ci&ftiien the terms
are too stringent customers will withdraw patrondgecontrolled

credit terms will enlarge patronage but throw thgaaization into
financial difficulties.

Trade creditors result from credit supplies. Tligemporary borrowing
and a normal way to finance stock or inventory. Wiele arrangement
depends on prompt settlement in accordance withtdhmas of credits.
Delays may result in instability in business:

Closing of credit lines will reduce materials arehvices which
may not be readily purchased for cash.

Suppliers may be unwilling to supply the goods #nsd may give
the business a bad reputation.

They may raise prices of their supplies.

A bad reputation can affect the confidence of othgapliers in the
organization or customer.
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3.2Financing through Bank Credits

Organizations can obtain short-term and medium teank credits. They take the
form of overdrafts; term loans (with revolving féidés such as overdrafts or term
loans). Banks should have stringent conditions thatlify customers for bank
credits.

3.3Invoice Financing

Customers who have sold goods on credit may disctivey need

immediate cash. They approach discounting and fagtanstitutions to

buy these invoices for cash. Factoring means aanargtion purchases
invoices of a company. Discounting involves purehasselected invoices
without undertaking to collect the said debts. Tlselling company has
the responsibility to arrange for collection of thebts.

3.4Financing through M oney Mar ket

This is a largely known means of raising financdl. gkganizations use
this medium to source short-term finance.
The instruments involved are:

i) Bills of exchange

The parties should be well acquainted with spedifadling transactions. The
trader draws up a bill undertaking to pay at aretime. The supplier takes this
and releases the goods. The bill may be held tainhator discounted at a
discount house.

i) Acceptance Bill

These are bank bills. The customer draws the bithe bank. The bank accepts it
and the supplier releases the goods to the custdrherbill is sold in the market
at a discount and the money is made availablegtdrétder or supplier.

iii) Commercial Paper

Popular companies may advance moneys to largediigaimstitutions such as
pension funds, insurance or corporate organizatddmsmay be facing temporary
liquidity difficulties. The value at maturity is gater than the amount learnt. The
paper can be discounted too.

Self Assessment

What is the difference between bill of exchange laawak bill?
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3.5 Leasing and Hire purchase
3.5.1Hire Purchase:

This arrangement can be for short periods not lotigegn one year. This is a
comfortable zone for small and medium-sized fir@MES).

Equipments can be hired, which makes the asseiabiaior use. Hire purchase
has an option to purchase or return at the endhefhire purchase agreement.
Rather than large outlays of cash installmentahpts are made during the hire
purchase arrangements.

3.5.2Leasing

The difference between this and hire purchase @ there is no option to
purchase as in hire purchase arrangements. Ther@parational and capital
leases. Rentals are paid installmentally. Capataéé is for a longer than one year
but not beyond 5 years.

Self Assessment
Define hire purchase and lease.

4.0Conclusion

The discussion has revealed sources of financirthanshort term and medium
term period. These sources are helpful in meetemgpbrary or short term
financing decisions. Trade credits, bank crediteugh money markets and lease
and hire purchase arrangements help to supplyfoashe smooth running of the
organizations.

5.0 Summary

The unit threw light on short term as well as mediterm sources of finance.
There are many including trade credits, bank csediire purchase, leasing etc.
they are convenient and cover a wide spectrum efsusspecially small and
medium-sized businesses.

6.0 Tutor-Marked Assignments

1) Briefly describe the following: Bill of ExchangBank bill and

Commercial Paper.
2) Discuss Trade and Bank credits.
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UNIT 15: FINANCIAL SERVICESAND LONG TERM
FINANCE

CONTENT:

1.0 Introduction
2.0 Objective
3.0 Main content
3.1 Shareholders funds
3.2 Debt instruments
3.3 Leasing
4.0 Conclusion
5.0 Summary
6.0 Tutor-Marked Assignment
7.0 References/Further reading

1.0Introduction

So far we have looked at the importance of finafidee necessity for liquidity

and solvency; and the role of investing and finagcdecisions have been
examined in units 12 to 14. The need for liquidgynot only important in the

short run or medium term.

The viability and continuity of the organizationpd#ds on the capacity to grow.
Growth requires investing not for the immediateufat but also for the

unforeseeable long term period. Investing decisiand financing of capital

projects require large amounts of cash. The firsrs®rvices in this regard are
even more strategic than short term and medium feramcing and investment
decisions.

The issue of liquidity and solvency can be addméssehe long run through long
term investments. Poor attention on this limits girespects of the business.
Equally, distress leading to bankruptcy and busirfagures easily arise due to
mismanagement of long term investment. The finds&evices providers have to
give this area as much attention as possible.natkiuments relating to long term
finance are traded in the capital market.
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3.0 Main Content
3.1 Shareholders Funds

Shareholders are investors who have invested theeds in a company through
purchase of their shares. They are the ownerseobtisiness and have full rights
in the business. They vote at general meetingsjvedividends when declared.
They bear the greatest amount of risk. In liqumatithey are repaid their capital
when all other claims have been made.

Preference shares are similar to ordinary sharéshiey are described as non-
equity share holders. They have fixed rates ofdéind on profits before ordinary
share holders are considered. On return of cagithduidation, preference share
holders are returned their capital before ordirsdngreholders. There are different
types of preference shares. Some are:

e Convertible cumulative
* Redeemable
» Participating

Preference shares stand between ordinary sharededmdapital. Thus they are
described as hybrids.

Salf Assessment
What is the difference between ordinary sharespaefrence shares?

3.2 Debt I nstruments

When loans for a long duration are obtained thddemare given documents that
describe the nature of the debt. There are manyceswf debt. The common

market for such is the capital markets specifigatyg bound market. The various
types of debt instruments are:

+ Debentures:

This is a document acknowledging indebtedness. Bneysually secured on
the issuer’s capital assets. A mortgage debenstuege debenture secured by
mortgage deed.

The interest attached is fixed and payable whepinefits are made or not.

They have priority in payment of interest and calpit

Some debentures are convertible to ordinary shargweference shares in
accordance with the terms.

e Loan stock/bonds:
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While debentures are issued mainly by corporaterorgtions in Nigeria
bonds or development/loan stocks are issued byrgments or government
institutions. They have the same characteristicte@gntures.

Long term debt can be secured or unsecured. They their obligations. Debt
capital is a cheaper source of long term fund thr@mary shares. The interest on
debt is tax deductible. However, debt capital negedse managed well as interest
and repayment obligations mean it has borrowednsktely from outsiders. This
is risky. Failure to honour repayment terms ma lealiquidation.

Self Assessment
Why is long term finance important?
What are the characteristics of debt capital?

3.3 Leasing and Sale-and-L ease back

Leasing involves long term contracts on capitalessuch as ships, aircrafts
properties. Sale-and-lease back describes a situafhere the owner of an asset
sells the property to a financial institution andrenders ownership. The seller
arranges to lease the property back for use uhdandarmal lease conditions.

This is convenient where a company has potentilgravth and has capital
assets which can be sold and leased so that thefisenf the assets are
maintained. Where the capital sold appreciatesméve owner enjoys this benefit.
It is expected that the arrangement will resuttwerall gain for the company.

The need for capital for investment that will sustand grow the business in the
future is the responsibilities of parties. The fioi@l service providers from within

or without must be abreast with sources of caphat are appropriate to the
strategic financial need of the business.

Self Assessment
What is the difference between leasing and salel@ask back?

4.0 Conclusion

The issue of strategic financial decisions is ingualr in sustaining solvency,
viability and growth of the organization especialiythe future. The implications
for using equity or debt or leasing, sale-and-ldzssk must be weighed. To avoid
high gearing is to prevent bankruptcy especiallgaose of the high level of
borrowed or external capital. Distress should beded.

5.0. Summary
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The unit has examined how strategic financing igpartant for the future
prospects of the organization. Dependence on leng tsources of capital to
finance capital projects has been discussed. Tdrergarious types of long term
capital with different characteristics, risks arah#bfits.

6.0 Tutor-Marked Assignment

1. discuss the importance of long term finance

2. Write short notes on ordinary shares, preferenegesh debt instruments,
lease-and-lease back.
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