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PSD2: How to Cross-Sell in a  
Highly Competitive Environment

PSD2 (the Second Payment Services 

Directive) poses a substantial risk to 

banks’ traditional approach to cross-

selling and retaining customer re-

lationships, including the ability to 

design the user experience. Whether 

this is a threat or an opportunity 

depends on how banks deal with 

it. This banking specific case study 

provides important cross-promotion 

strategies that can be applied by pric-

ers in multiple industries. This article 

was originally published on interna-

tionalbanker.com in March 2018 

and is reprinted here with permis-

sion. Gianluca Corradi is a Director, 

Johann F. Thieme is a Director, and 

Steven Y. Eulig is a Consultant with 

Simon-Kucher & Partners Strategy 

& Marketing Consultants. They can 

all be reached via www.simon-kuch-

er.com.
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The introduction of the Second 
Payment Services Directive 
(PSD2) has forced banks to 
find answers to many complex 

questions: How can banks retain exist-
ing customer relationships and sell more 
products? How can banks transform the 
dull experience of buying financial prod-
ucts into something more exciting by 
activating our hunter-gatherer instincts? 
How can banks systematically benefit 
from behavioral effects? How can banks 
employ smart digital tools making use 
of gamification and thereby upgrade the 

customer experience with a positive emo-
tional twist? In these cases, it’s all about 
creating loyal customers and simplify-
ing their decision making in a complex 
world. For this reason, the best answer 
to PSD2 is to implement a digital loyalty 
program.

Implications of PSD2
PSD2 went live on January 13 and it will 
have implications for every company in 
Europe that deals with payments. The 
core of PSD2 is the principle of “access 
to accounts” (XS2A). This principle 
transfers data sovereignty from banks 
to their customers, meaning that cus-
tomers are able to give any third par-
ty access to their data. For banks, this 
means that FinTechs and software giants, 
e.g. Google, Apple, and Amazon, will 
also have access to bank accounts if cus-
tomers grant them permission.

Armed with this account information, 
these new competitors will be able to 
offer their customers all kinds of finan-
cial products. For example, account 
information may reveal that customers 
pay too much for insurance products. A 
competitor could compare offers on the 
market and provide a cheaper 
alternative. This can, of course, 
also be carried out for vari-
ous other products (mortgages, 
loans, etc.).

Essentially, third parties, such 
as FinTechs, will be able to do 
the cross-selling that banks have 
missed out on. In addition, they 
can replace the products banks and other 
financial companies currently provide 
by offering the customer a better deal on 
each product.

This is a huge risk for banks. In the past, 
banks actively sold products to their 
customers based on their personal situa-
tions and prior product usage. With the 
arrival of XS2A, banks will no longer 

have exclusive access to this information, 
paving the way for others to benefit from 
it, too. Given that many FinTechs are 
very good at drawing conclusions from 
large amounts of data, while many banks 
merely administer their data, it is likely 
that FinTechs will be better than banks 
at identifying cross-selling potential.

In short, PSD2 erodes the current ac-
count’s function as a hub to sell various 
other products. It is possible for custom-
ers to simply use their account solely as 
an underlying infrastructure while using 
a third party’s interface, meaning that 
the user experience is designed and led by 
the third party. The fact that banks have 
traditionally been rather poor at cross-
selling only aggravates the situation (most 
banks sell between two and three prod-
ucts, although most customers should 
have between 10 and 15 products).

Imagine how much more banks could 
earn just by selling an additional 0.5 
products per customer on average. Inter-
est products have particularly high con-
tribution margins, e.g. a typical mort-
gage easily generates 1,000 euro per year 
or more.

What can banks do?
One answer to this challenge is to imple-
ment tools that invite customers to do 
banks’ cross-selling for them (“pull” in-
stead of “push” selling). They shouldn’t 
wait too long though, as XS2A is likely 
to decrease customer loyalty as soon as 
FinTech solutions become more wide-
spread. Gamification is the method of 

PSD2 went live on January 13 
and it will have implications for 
every company in Europe that 
deals with payments.
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choice to significantly increase cross-
selling and help customers choose the 
right products.

How does this work? The process follows 
three main steps: first, define how bank 
customers are rewarded; second, define 
how they can spend their loyalty points; 
and third, implement this structure as 
a digital, mobile-first sales solution that 
makes extensive use of behavioral pricing 
effects and gamification.

Rewarding customers
From a customer’s perspective, getting 
an overview of the myriad of financial 
products is hard, so many don’t even 
bother. To address this, banks should 
categorize their products into intuitive 
clusters. In retail banking, these could be 
“daily banking”, “savings”, “investment”, 
“mortgage”, “insurance”, and a “bonus” 
field for other elements the bank wants 
to reward.

When thinking about categorization, it 
makes sense to be consistent in the way 
the bank provides financial advice, oth-
erwise customers may be confused and 
advisors will be less likely to accept the 
new system.

A digital platform like this has the po-
tential to become customers’ key go-to 
point for checking their financial health. 
There is a “good-better-best” approach 
behind each category. For example, in 
daily banking, “good” coverage could 
mean having a current account; “bet-
ter” coverage means having an overdraft 
facility on top; “best” means having a 
credit card as well. This very simple and 
intuitive story can be told for each of the 
categories. 

Moreover, lumping products into one 
coverage level (e.g. all types of bank ac-
counts or credit cards) greatly reduces 
complexity, both for the customers and 
the financial advisor. Naturally, only 
products that actually make sense for the 
bank should be rewarded.

What about products from other banks? 
We recommend actively asking custom-
ers about third-party products, but these 

should be presented differently in two 
key ways. First, a visual difference should 
be made between the bank’s products 
and ones from third parties (e.g. repre-
sented by colored vs. gray item). Second, 
third-party products should not be given 
any further rewards because the quality 
of these products cannot be assessed in 
order to estimate the customer’s overall 
financial health. From the bank’s per-
spective, it is sensible to collect informa-
tion about third-party products in order 
to be able to offer alternatives. Moreover, 
presenting a comprehensive “banking 
ecosystem” to customers makes them 
more likely to return and use the loyalty 
program.

Spending loyalty points
To finish off the story, banks should ap-
ply the fairness principle: customers buy 
products and get something in return. 
As a monetary incentive, this could ei-
ther be a cash discount or a discount on 
a specific product, such as a credit card 
or a voucher for a local or online retail-
er. Non-monetary incentives are equally 
important since people react differently 

to hard and soft incentives – some prefer 
money, others prefer exclusive services 
and status. Therefore, we recommend 
that banks use both types of incentives.

Implementing the solution
Customers expect the solution to be mo-
bile-first and fully integrated. When log-
ging into their online banking platform, 
they should be able to see their individual 
product usage, how many loyalty points 
they have earned, and what they can use 
them for. Here is an example of how the 
“Daily Banking” product cluster appears 
on a smartphone. As explained above, 
one/two/three active sliders indicate 
good/better/best coverage, respectively 
(See Figure 1).

We highly recommend engaging custom-
ers on a regular basis. One measure that 
has proven to work very well in prac-
tice is a price change on their current 
account. Since PSD1 was introduced, 
banks have to inform all current account 
holders about price changes. This means 
the bank has to send a letter to the ma-
jority of their customers. 

If the message about higher prices is com-
bined with information about the loy-
alty program, significantly more people 
will want to find out how they can earn 
cash-back bonuses. This is because cus-
tomers will try to recoup the recent price 
increase by using more products. This 
psychological effect (behavioral econom-
ics) is called mental accounting. Custom-
ers compartmentalize different kinds of 
resources into separate mental accounts 
and only assign a certain amount of mon-
ey to each area.

For a successful implementation of digi-
tal (loyalty) tools, different behavioral 
effects should also come into play. Some 
of these include the compromise effect 
(customers tend to choose the middle 
option), the anchor effect (customers 
can only perceive the value of a service 
if a price is shown), the separation ef-
fect (customers often prefer flat rates over 
individual billing), and the endowment 
effect (customers find it harder to un-
select a default option than to actively se-
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lect additional options). Implementation 
is not a trivial matter. Banks should be 
aware of the relative strength of each ef-
fect and the complex way in which they 
interact with one another. Our project 
experience shows that full implementa-
tion of such a program leads to a signifi-
cant increase in product usage (around 
+20 to 30 % in the first year).

Conclusion
PSD2 poses a substantial risk to 
banks’ traditional approach to cross-
selling and retaining customer rela-
tionships, including the ability to de-
sign the user experience. Whether this 
is a threat or an opportunity depends 
on how banks deal with it. It is impor-

tant to understand that the more prod-
ucts a customer uses, the more loyal they 
will be. Until now, many banks have 
sold financial products relying mainly 
on what Daniel Kahneman calls “system 
2” (i.e. a slow, logical, and mentally tax-
ing thought process). System 2 is entirely 
appropriate when it comes to calculating 
the risk premium of a mortgage or decid-
ing whether to grant a loan or not. How-
ever, when it comes to selling products, 
banks have to appeal to their customers’ 
emotions, i.e. their “system 1” (automat-
ic, emotional, subconscious, and fast). In 
our view, this holds the key to the future 
of selling financial products.

In terms of customer satisfaction, a digi-

tal loyalty program is likely to increase 
measures such as the Net Promoter 
Score. This is due to the fact that cus-
tomers feel good about their product 
decision because different behavioral ele-
ments smoothed out the decision-mak-
ing process.

As real customers don’t act rationally, 
these concepts describe their behavior 
well. As far as we are aware, this is the 
first time that banks have been able to 
systematically and substantially increase 
usage of their products – the untapped 
profit potential is enormous. Increasing 
loyalty and cross-selling is the safest bet 
to achieve this.
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