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Abstract

Banks in order to face the challenges of the external environment successfully focus
RQ PRUWJDJH SURGXFWV LQ WKHLU HIIRUW WR VDWLVI\ WI
sector that has had the largest increase in the last years. The purpose of this paper is to
VWXG\ FRQVXPHUVY DWWLWXGH WRZDUG WKH SRVVLELOLW
information sources, the choice criteria used by consumers to choose a financial institution
and a home loan. The research was carried out among 200 bank customers by using a
structured questionnaire. Research findings showed that besides the mortgage product mix
and some cost elements (interest rate, prepayment penalty) other important influential
factors emerge, such as the various offe UV RI EDQNV WKH EDQNYV UHSX
cooperation, as well as bank staff. Bank branches proved to continue constituting the
primary distribution channel for mortgage products and services. Promotion through
television plays an important role and seems to affect the customer bank selection.

Keywords: Financial Services, Bank Customer, Bank Marketing, Mortgage
Products,Bank Market Segmentation, Bank Marketing Strategies
JEL Classifications: M310, G210, G290

1. Introduction

The various banking systems have undergone very important changes globally. More specifically,
increased competition, technological developments and the growth of the various institutions have
significantly altered the environment in which banks operate. At the same time, many banking
activities are now performed by non-banking institutions. In reality, banking institutions in developed
countries have started to lose their market shares, while technology has minimized transaction costs
and the number of competitors is continuously increasing.

Legislative liberalization has strengthened competition not only among banking institutions but
also among other non-banking organizations (Avery et al, 1997; Krishnan et al, 1999; Orlow et al,
1996). Until recently, regulations imposed restrictions in invoicing, distribution and particular
characteristics of offered services (Lovelock, 1996). Yet, restrictions in the accession of new
enterprises in the market have become notably less, while the liberalization of the banking sector has
led to the fall of prices and banking profits. Moreover, banking transactions are now characterized by
increases in terms of volume, dissemination, location, type and quality.

Changes in customer behavior have also imposed changes in decisions related to offered
VHUYLFHY DV WKHVH VHUYLFHV QHHG WR EH RI KLJK TXDOLW
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price must be proportional to the perceived value, while distribution means should be used in order to
achieve a high level of satisfaction (Meidan, 1996).

2. Mortgage Services
Banks in order to face the challenges of the external environment successfully focus on mortgage

SURGXFWYVY LQ WKHLU HIIR#utds. WsRompBiWOh Wrows \bbKstdrtly) itFiOvett Q WV

important to examine the factors that have a positive impact on consumer purchasing decisions, so that
banks can create the appropriate marketing strategy.

Mortgages constitute the sector that has had the largest increase in the last years. The great fall
of interest rates along with the offering of new, more flexible and attractive products has led to an

increase in demand relating to housing. Thus, most of WRGD\TV EDQNLQJ LQVWLWXWLR

to mortgages by promoting and advertising more and more competitive products within an

environment that is based on offering the best services and suitable products foU WKH FOLHQW(V E

The rates for the provision of mortgage products have been maintained at particularly high levels for
the last years with commercial banks having the leading role.

7RGD\TV EDQN FOLHQWYV DU H pRRitisHiud © KR UoRdHG ciRu@tirg D U N

information, making them capable of directly comparing the various competitive products. Clients
communicate with other clients, study brochures and receive information from television and the
Internet. Therefore, clients are more influenced than in the past by bank pricing policies and seek low
ERUURZLQJ LQWHUHVW UDWHYV DQG ORZ FRVWYV IRU WKH
the services of another bank than in the past, especially when they only find little and insignificant
differences among the various products and services.

3. Mortgage Policies in Greece

Banking institutions, in order to distinguish in the field of mortgages, have adopted a strategy that not
only covers and meets all requirements and needs of bank clients, but also provides innovation to those
products that attract clients and persuade them for the rightness of their choice. This is also achieved by
creating and promoting the particular characteristics and comparative advantages of the various
products. Half of the total mortgage loans issued involve house purchase, while the rest of the pie
involves house repairing and construction. A very small percentage involves purchasing land.

Commercial and other credit institutions offer various mortgage loan programs with different
interest rates. Home loans at fixed rates that ensure security from interest rate fluctuations and the
scheduling of paid installments by the client, low-interest loans for the first years, home loans with
variable interest rate for more daring clients who search for lower interest rates, and home loans with
interest rates according to inter-banking Euro rates and the intervening EU interest rate plus
incremental payment.

Furthermore, interest rate deviations among the various banking institutions are not particularly
high. Low interest rates of banking products constitute the main advantage in order to attract
customers. Lending capabilities offered to customers along with interest rates offered in specific cases
constitute means to make a product more attractive.

4. Past Literature

The importance of segmentation in the financial institution sector has been well documented. The
importance of identifying profitable customer groups is increasing and market segmentation strategies,
which recognize the importance of concentrating on the needs of homogeneous groups within a larger
heterogeneous market, are receiving greater attention.

SURYL\
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In the paper of W. Boyd et al. (1994) the results of the study reveal that reputation, interest
charged on loans, and interest on savings accounts are viewed as having more importance than other
criteria such as friendliness of employees, modern facilities, and drive-in-service.

A study by Clarkson et al. (1990), suggests that the characteristics and financial service
requirements of consumers vary with age, and that these differences could be used in developing
marketing strategies for such services.

Marla Royne Stafford (1996) stated that demographics continue to be one of the most popular
and well-accepted bases for segmenting markets and customers. Even if others types of segmentation
variables are used a marketer must know and understand demographics to assess the size, reach and
efficiency of the market. The general conclusion of this study is that there is a significant relationship
between demographics characteristics the service quality perception. However, for income the test
statistic was not significant.

The psychographic segmentation, in the literature, has been extensively researched. For
example Beckett et al. (2000) presents and develops a model through which attends to articulate and
classify consumer behaviour in the purchasing a range of financial products and services. Using and
placing the two principal factors that motivate and determine individual contracting choices, namely
involvement and uncertainty, on to a simple continuum running from high to low it is possible to
construct a two-dimensional matrix of consumer behaviour.

Harrison (1994) concludes that the traditional segmentation variables of age, stage in the family
life cycle and social class have provided little insight into the financial services customer behaviour. In
order to take full advantage of the factors which could affect take-up and usage of financial services,
Harrison develops a multi-dimensional model. The analysis has suggested four customer segments for
ILQDQFLDO VHUYLFHV RQ WkKpktcelv&ad \khoWledt, CoXfMINER ddH totdt St IR Z
financial maturity, defined by the type and complexity of financial services currently in use. Each of
the four segments is distinct in terms of the financial objectives exhibited, motivations for financial
services usages and attitudes and behaviour towards financial services.

Machauer and Morgner (2001) prefer segmentation by expected benefits and attitudes could
HQKDQFH D EDQNTV DELOLW\betWen DBd&/@dudl Hsbi¥ce Wnld RostsiRigd O L F
standardisation. Using cluster analysis, segments were formed based on combinations of customer
ratings for different attitudinal dimensions and benefits of bank services. The clusters generated in this
way were superior in their homogeneity and profile to costumer segments gained by referring to
demographic differences.

Bourassa (2000) explores the relative attainment of home ownership of the two ethnic groups in
New Zealand. Home ownership rates for New Zealanders of European descent are 16 percentage points
higher than for Maori in the same age group. Some part of the residual effect can be attributed to group
differences in ability or desire to overcome borrowing constraints and also differences in the
relationship between household size and the probability of ownership. However, much of the residual
difference is unexplained.

Bostic and Canner (1997) explore borrowing and lending preferences between minority
applicants and minority-owned banks. They find no evidence that lending preference exists among
minority applicants and minority-owned banks. However, the results for the borrowing preference
PRGHO VKRZV WKDW PLQRULW\ DSSOLFDQWY DUH PRUH LQFOL
ownership structure is of the same race as the applicant.

Black et al. (2003) test whether there is a preference by borrowers and lenders of a particular
ethnic or racial group that may predispose them to borrow and lend from each other. The results show
that borrowing preferences exist between all applicant groups and banks from the same racial
classification. In addition, some cross-racial borrowing preferences exist.

Lee and Marlowe (2003) investigate how consumers choose a financial institution for their
checking accounts. It was found that, although most consumers value convenience as one of the most
important decision-making criteria, their definitions of convenience vary across consumers. Another
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important finding of the study is that the participants facing new financial needs start their search
process from the institution where they have their checking accounts.

Talaga and Buch (1998) explore the process by which the consumers choose among financial
institutions for obtaining the right mortgage. Their study control for interest rates, and look at five
variables: number of points, additional fees, reputation of lender, type of mortgage and term in years of
mortgage. The most important variable to the respondents was thought to be additional costs and the
second most important variable was the number of points. Both mortgage holders and non-mortgage
holders hold similar views as the general rank importance of the variables.

Breslaw et al. (1996) postulate two possible behavioural models of consumer behaviour for
choosing a mortgage. The first occurs when payment constraints become strongly binding. The second
occur where the monthly payment constraint is less binding and a borrower has the latitude to choose a
longer term and a shorter amortization. The most important general result is that borrowers react to
market conditions in a risk averse and cost minimizing manner.

Devlin (2002) investigates the relative importance of choice criteria according to consumers
and also analyses differences in the importance of choice criteria with respect to a number of
demographic and related factors. The study shows that choosing a home loan institution on the basis of
professional advice is the most frequently cited choice criterion, closely followed by interest rates.
Differences in the importance of choice criteria with respect to gender, class, household income,
educational attainment, ethnicity and financial maturity are apparent.

5. Research Methodology
7KH SXUSRVH RI WKLV SDSHU LV WR VWXG\ D FRQVXPHUVY DW
ORDQ E FRVWXPHUVY XVH RdhooghiR hdbRddahl (B Ehe Vhigioe OrftekaisedK H Q
by consumers to choose a financial institution and (d) the choice criteria used by consumers to choose
a home loan.

The data used in this study were collected by means of a questionnaire completed during face-
to-face interview. The data were collected during the second half of 2006. From a statistical point of
view, the sample comprised of 200 bank customers who completed the questionnaire.

The questionnaire consisted of 15 questions and is divided in six pa U W V FXVWRPHUVTY |
PDWXULW\ FRQVXPHUVY DWWLWXGH WRZDUG WKH SRVVLELOI
information sources when choosing a home loan, (4) the choice criteria used by consumers to choose a
financial institution, (5) the choice criteria used by consumers to choose a home loan, and (6)
demographic characteristics of respondents.

6. Research Results
Descriptive analysis

In this study, half of the participants are men and the other half are women. Regarding their age, it has
been observed that only 1% is below 21 years of age. This can be justified, as most bank customers are
of a certain age. 17% of the sample are between 21 and 30 years of age, 37,5% are between 31 and 40
years of age, 34% are from 41 up to 50 years of age, 8,5% are between 51 and 60 years of age, and 2%
are over 60 years old. From the above, it becomes apparent that the main part of bank clients are of
middle age, a fact that can be explained considering that these staff are more active, work and have the
highest income.

,Q WHUPV RI F DstatdsQ) M3/ ofPi2 Wekpdhlents are single, 34.0% are married
without any children, 39% are married with children, while 12.5% are married but their children live in

separate houses.
Only 2% of the respondents have income leVV WKDW Yo SHU PRQWK ZKLOH
WKH\ JDLQ EHWZHHQ DQG Yo SHU PRQWK SUHVHQW I
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ZKLOH JR XS WR Yo )YXUWKHUPRUH GHFODUH LQFRPL!
PRQWKO\ LQFRPH WR EH DERYH Yo T7TDEOH
Table 1: Monthly Income

Frequency Percentage Collective percentage

Yy
1
Ya
Ya
2,001 -2,500 4
ORUH WKDQ Ya

26

13.0

91.0

The educational attainments of the sample include higher education graduates (41%), a
significant percentage of high school graduates (32.5%), and a further 24.5% that hold a post-graduate
diploma. Finally, only 2% of the respondents hold a Doctorate.

Regarding employment, all relevant data are shown in the following table. The majority of
clients are freelance professionals (a percentage of 40%), while 35% of the respondents are private
company employees. Other than that, 21.5% of the respondents are civil servants, 1.5% is unemployed,
0.5% is students and 1.5% is engaged in domestic duties (Table 2).

Table 2: Employment

Frequency Percentage Collective percentage
Civil servant 43 21.5 21.5
Private company employee 70 35.0 56.5
Freelance professional 80 40.0 96.5
Unemployed 3 1.5 98.0
Student 1 0.5 98.5
Domestic duties 3 1.5 100.0

In terms of frequency of use of mortgage products, the majority of our sample is not frequent

users (Table 3). The reason is that the particular products involve markets crucLDO LQ RQHYTV OLI

daily purchases.

Table 3: Frequency of use of Mortgage Services

Frequency Percentage Collective percentage
Never 53 26.5 26.5
Rarely 94 47.0 73.5
Often 53 26.5 100.0

Factors that affect the selection of banking institutions for the purchase of mortgage products

,W LV YHU\ LPSRUWDQW IRU EDQNV WR UHFRJQL]H WKH

of mortgage products. For most customers, the interest rate is considered to be the most important
criterion in the selection of the bank (Table 4).

Table 4: Interest Rate

Frequency Percentage Collective percentage
Agree 121 60.5 60.5
Totally Agree 79 39.5 100.0

IDFWR
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The pay-back period of loans does not appear to occupy the mind of customers to a great
extent; a collective percentage of 87.5% responded that it is an important factor. Only 12.5%

responded that they are indifferent (Table 5).

Table 5: Pay-back period

Frequency Percentage Collective percentage
Indifferent 25 12.5 12.5
Agree 86 43.0 55.5
Totally Agree 89 44.5 100.0

7KH EDQNTYV

Table 6: Flexibility

IOH[LELOLW\
selecting the bank. Only 21% responded that they are indifferent (Table 6).

IRU JUDQWLQJ ORDQV LV DOVR

Frequency Percentage Collective percentage
Indifferent 42 21.0 21.0
Agree 94 47.0 68.0
Totally Agree 64 32.0 100.0

The prepayment penalty is also an important criterion in selecting the bank and a mortgage.
More particularly, 29.5% agree that it is important, while 50.5% totally agree proving that the
prepayment penalty is considered as a determinant factor. 18% report that they are indifferent (Table

7).

Table 7: Prepayment Penalty

Frequency Percentage Collective percentage
Indifferent 36 18.0 18.0
Agree 59 29.5 47.5
98.0
Totally Agree 101 50.5 98.5
100.0

Another very important factor is the proportion of financing for house purchasing or repairing

(Table 8).

Table 8: Proportion of Financing

Frequency Percentage Collective percentage
Agree 101 50.5 50.5
Totally Agree 99 49.5 100.0

Moreover, the provision of more insurance by banking institutions seems to greatly affect the

selection of customers to receive a mortgage (Table 9).

Table 9: Insurance

Frequency Percentage Collective percentage
Agree 94 47.0 47.0
Totally Agree 106 53.0 100.0
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With respect to disbursement time, i.e. the time period needed between submitting the
documentation, getting approval and receiving the money, only 23% of the respondents are indifferent
(Table 10). For most clients, this is a very important element.

Table 10: Disbursement Time

Frequency Percentage Collective percentage
Indifferent 46 23.0 23.0
Agree 118 59.0 82.0
Totally Agree 36 18.0 100.0

Equally important are the additional expenses (Table 11) that accompany the issuing of a home
loan (notary, legal expenses).

Table 11: Miscellaneous Expenses

Frequency Percentage Collective percentage
Agree 98 49.0 49.0
Totally Agree 102 51.0 100.0

The level to which customers are affected by previously-received favoring treatment in other
banking products has also been examined. Previously-received treatment in other banking products
affect the largest part of bank clients and only 16% report to be indifferent (Table 12).

Table 12: Good treatment in other relevant Products and Services

Frequency Percentage Collective percentage
Indifferent 32 16.0 16.0
Agree 107 53.5 69.5
Totally Agree 61 30.5 100.0

Many times customer purchases depend on the reputation of the banking institution in
providing certain services. As appears, 69% of WKH FXVWRPHUV FRQVLGHU WKH
important (Table 13).

Table 13: Reputation of the Banking Institution

Frequency Percentage Collective percentage
Disagree 8 4.0 4.0
Indifferent 54 27.0 31.0
Agree 82 41.0 72.0
Totally Agree 56 28.0 100.0

Whether a customer is already associated with the bank or not seems to affect the majority of

the sample (Table 14) in order to proceed with a home loan (72%).

Table 14: Cooperation with Bank

Frequency Percentage Collective percentage
Disagree 6 3.0 3.0
Indifferent 50 25.0 28.0
Agree 84 42.0 70.0
Totally Agree 60 30.0 100.0
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Finally, due to the particular nature of banking services and the major role of banking
employees in the delivery of services, the majority states that their decision is influenced by the
attitude of employees (Table 15).

Table 15:Employee courtesy

Frequency Percentage Collective percentage
Disagree 9 4.5 4.5
Indifferent 51 26.5 30.0
Agree 83 41.5 71.5
Totally Agree 57 28.5 100.0

As it turns out, the television and the press are considered as the most important means of
promotion, which means that clients wish to be informed by these means on issues regarding
mortgages.

Equally important is obtaining information by the employees themselves, who actively
participate in promotion issues. Other than that, less importance is attributed on information provided
over the phone, the Internet and through advertising brochures (Table 16).

Table 16: Promotion Mix for Mortgage Services

Number of Minimum Maximum Average
responses
Phone 200 1 5 3.58
Internet 200 1 5 3.59
Brochures 200 1 5 3.59
Television 200 1 5 4.03
Employees 200 1 5 3.92
Press 200 1 5 4.02

With regards to distribution channels, customers prefer to a great extent to purchase the
corresponding services through bank branches. Equally important are considered other types of
distribution channels, such as the Internet, the phone and the computer, which are not thought in
negative terms (Table 17).

Table 17:Promotion Mix for Mortgage Services

Number of Minimum Maximum Average
responses
Internet 200 1 5 3.87
Branches 200 2 5 4.98
Phone 200 1 5 3.56
Computer 200 1 5 3.47

Finally, bank customers have positively evaluated (89.5%) courtesy and attention paid by
employees on their needs, by stressing the need for staff training (Table 18).

Table 18: Staff

Frequency Percentage Collective percentage
Totally Disagree 7 3.5 3.5
Disagree 13 6.5 10.0
Agree 70 35.0 45.0
Totally Agree 109 54.5 99.5
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7KH IDFWRU 2SURFHGXUHYV B © BeZihpGrtakt) aikd DnQrdNsyecifRaDy R
the time required to receive services. 81.5% of customers think that the time in which bureaucracy
procedures are completed constitutes a factor of determinative importance (Table 19).

Table 19: Procedures

Frequency Percentage Collective percentage
Totally Disagree 13 6.5 6.5
Disagree 24 12.5 18.5
Agree 118 59.0 77.5
Totally Agree 45 22.5 100.0

Finally, the appearance of bank branches is also an important element (82%) for the selection of
the bank (Table 20).

Table 20: Physical Presence

Frequency Percentage Collective percentage
Totally Disagree 1 0.5 0.5
Disagree 10 5.0 5.5
Indifferent 25 12.5 18.0
Agree 110 55.0 73.0
Totally Agree 54 27.0 100.0

Correlation Analysis

Statistical analysis has not provided any statistically significant correlations for all variables. In this
part, we will present the statistically significant correlations that exist among the various factors
examined in this research: a) the frequency of use for mortgage services along with the interest rate and
other expenses imposed by banks, as well as b) the existing cooperation between the customer and the
banking institution, the reputation, staff courtesy, the interest rate, the prepayment penalty and the
security of home loans. In our analysis, the Pearson coefficient was used for measuring correlations.

Table 21 shows how the frequency of use for mortgage services is affected by the interest rate
and the miscellaneous expenses. In both cases, the correlation coefficient is negative. This means that
the higher the interest rates and the miscellaneous expenses that accompany the mortgages, the less
purchases are carried out by customers in the relevant markets. This relation is statistically significant
for both cases, since sig. is less that 0.05.

Table 21: Frequency of use for Mortgage Services

Pearson Correlation Sig.
Interest rate -0.140 0.047
Miscellaneous expenses -2.47 0.000

The importance paid by clients to existing cooperation with a banking institution when
selecting a product or service can also be seen in the previous section. Correlation analysis has shown

that there is positive correlation with reputation (which contributes to a cOLHQWIV FRRSHUDYV

bank) and with staff courtesy. There is a negative relationship between the interest rate and the level up
to which existing cooperation with a bank can affect the mortgage products and services market.

At the same time, the importance of prepayment penalty is correlated with existing cooperation,
while there is also a positive correlation with the provision of mortgage insurances.
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Table 22:Existing cooperation with Bank

Pearson Correlation Sig.
Reputation 0.973 0.000
Staff courtesy 0.951 0.000
Interest rate -0.153 0.031
Prepayment penalty 0.156 0.027
Insurance: 0.162 0.022

Impact of demographic characteristics

One of the objectives of this article is to create distinctive market areas in the field of mortgages. For
this reason, statistically significant influences of demographic characteristics in the marketing mix are
analyzed.

Table 23 shows the relationships between the gender and marital status are illustrated with
respect to the marketing mix. As appears, men prefer direct communication via the telephone and one-
to one interaction with employees for obtaining information regarding mortgage products. More
specifically, clients with family and children prefer to obtain information via the telephone by bank
staff.

Table 23: Impact of Demographic characteristics on the Marketing Mix

Gender Marital status
Pearson Sig. Pearson Sig.
Correlation Correlation
Telephone-mortgages -0.167 0.18 0.223 0.001
Internet-mortgages - - - -
Brochures-mortgages - - - -
Television-mortgages - - - -
Staff-mortgages -0.140 0.048 0.178 0.012
Press-mortgages - - 0.212 0.003
Telephone-consumer credit -0.170 0.016 0.225 0.001
Internet-consumer credit -0.170 0.016 0.225 0.000
Brochures-consumer credit -0.167 0.018 0.223 0.001
Television-consumer credit -0.170 0.016 - -
Staff-consumer credit - - 0.225 0.001

In the case of mortgages, the impact of gender and marital status in the marketing mix is
significant. More specifically, customers with family and children show a tendency of preferring
branches, the telephone and the computer (Table 24).

Table 24: Impact of Demographic characteristics on the Distribution Mix

Gender Marital status
Pearson Correlation Sig. Pearson Correlation Sig.

Internet-mortgages -0.170 0.016 - -

Branches-mortgages - - 0.225 0.001
Telephone-mortgages -0.155 0.028 0.230 0.001
Computer-mortgages - - 0.219 0.002
Internet-mortgages - - 0.211 0.003
Branches-mortgages - - 0.185 0.009
Telephone-consumer credit - - 0.160 0.024
Computer-consumer credit - - - -

The impact of gender and marital status has proven to be important also regarding the existence
of bank branches. Men pay greater attention to the existence of branches, while customers with family
and children or with children that live in separate houses pay greater attention to procedures (Table 25).
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Table 25:Impact of Demographic characteristics on Staff, Procedures and Physical Presence

Gender Marital status
Pearson Correlation Sig. Pearson Correlation Sig.
Staff - - - -
Procedures - - 0.211 0.003
Physical presence -0.154 0.029 - -

The influences of income and educational attainments appear to be important for the marketing
mix, while educational attainments are directly related to all means of communication (Table 26).

Table 26: Impact of Demographic characteristics on the Marketing Mix

Income Educational attainments

Pearson Correlation Sig. Pearson Correlation Sig.
Telephone-mortgages 0.244 0.000 0.787 0.000
Internet-mortgages 0.283 0.000 0.762 0.000
Brochures-mortgages 0.283 0.000 0.762 0.000
Television-mortgages - - 0.488 0.000
Staft-mortgages 0.285 0.000 0.815 0.012
Press-mortgages - - 0.518 0.003
Telephone-consumer 0.249 0.000 0.789 0.001
credit
Internet-consumer 0.249 0.000 0.789 0.000
credit
Brochures-consumer 0.244 0.000 0.787 0.000
credit
Television-consumer - - - -
credit
Staff-consumer credit 0.249 0.000 0.162 0.022

Equally important are the influences of income and educational attainments on the distribution
mix. Customers with higher income and more educational attainments prefer the use of various
distribution channels (Table 27).

Table 27:Impact of Demographic characteristics on the Distribution Mix

Income Educational attainments
Pearson Correlation Sig. Pearson Correlation Sig.
Internet-mortgages - - - -
Branches-mortgages - - 0.766 0.000
Telephone-mortgages - - - -
Computer-mortgages 0.232 0.001 0.666 0.000
Internet-consumer credit 0.180 0.011 0.667 0.000
Branches-consumer credit 0.178 0.012 0.644 0.000
Telephone-consumer credit -0.198 0.005 0.642 0.000
Computer-consumer credit - - - -

Finally, customers with higher income pay more attention to issues involving the physical
presence of branches, while the more educational attainments clients have, the more attention they pay
on issues relating to staff and procedures (Table 28).
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Table 28:Impact of demographic characteristics on Staff, Procedures and Physical presence
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Income Educational attainments
Pearson Correlation Sig. Pearson Correlation Sig.
Staff - - 0.580 0.002
Procedures - - 0.219 0.002
Physical presence 0.202 0.004 - -

'"HVFULSWLRQ RI %DQNVY ODLQ 7DUJHW JURXS
Considering the combination of demographic characteristics with the frequency of use of mortgage
products, a main target group is created for banking institutions. When it comes to mortgage products

and services, the primary clients that present higher purchase frequencies are men of middle age and
with high income (Table 29).

Table 29: Frequency of use of Mortgage Services

Pearson Correlation Sig.
Gender -0.261 0.000
Age 0.328 0.000
Income 0.371 0.000

More specifically, the clients target group focuses on interest rates, the pay-back period,
insurances provided and prepayment penalty. Other important elements for clients are the various
expenses of home loans, an element that requires the attention of banking institutions. When mortgage
services customers are men they prefer to obtain information directly from staff, visit the bank
branches of their choice, and they pay great attention to staff courtesy (Table 30).

Table 30:Primary Mortgage Target Group

Number of Minimum Maximum Average
responses
Interest rate 41 4.00 5.00 4.4390
Pay-back period 41 3.00 5.00 4.4878
Flexibility 41 3.00 5.00 3.9024
Prepayment penalty 41 3.00 5.00 4.7805
Percentage of loan issued 41 4.00 5.00 4.4634
Insurance 41 4.00 5.00 4.4878
Disbursement time 41 3.00 5.00 3.9512
Various expenses 41 4.00 5.00 4.5122
Favorable terms on other products 41 3.00 5.00 4.2683
Reputation 41 2.00 5.00 4.0732
Existing cooperation 41 2.00 5.00 4.0732
Staff courtesy 41 2.00 5.00 4.0732
Telephone 41 1.00 5.00 3.9512
Internet 41 1.00 5.00 3.7561
Brochures 41 1.00 5.00 3.7561
Television 41 1.00 5.00 4.0000
Staff 41 1.00 5.00 4.2439
Press 41 1.00 5.00 4.1951
Through Internet 41 1.00 5.00 3.8537
Through branches 41 4.00 4.00 4.4146
Through telephone 41 1.00 5.00 3.8537
Through computer 41 1.00 5.00 3.7805
Staff 41 1.00 5.00 4.3659
Procedures 41 1.00 5.00 4.0732
Physical presence 41 2.00 5.00 3.9268

1: Not at all important, 5: very important
41 answers from 200 questionnaires distributed involve the participants who claim to be frequent users of home loans.
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7. Conclusions
This paper has examined the issue of segmentation in the field of mortgages. Due to rapid changes in
banking in the latest years, organizations have been focusing on the sales of mortgage services, as
profits in this field are higher than in other products. Competition is particularly intense and, for this
reason, a more attentive marketing approach is required in all sectors. In order to formulate an
appropriate marketing mix, it is initially required to locate those sections of the market that present the
greatest interest in terms of bank profitability.

The research was carried out among 200 bank customers by using a structured questionnaire.
The conclusions that emerged from this research are especially important.

Regarding the mortgage product mix, besides the elements that involve the cost (interest rate,

prepayment penalty), other important IDFWRUV HPHUJHG VXFK DV WKH YDULR:

reputation, existing cooperation, as well as bank staff. These elements are particularly important for
bank executives, since they need to primarily refer to the customers themselves and then approach all
the rest. Particular attention should be paid to staff training, as they appear to affect important
decisions.

With respect to product distribution, bank branches seem to continue constituting the primary
distribution channel for mortgage products and services. This is justified by the complexity of these
products and their significance for consumers. Usually loan amounts are particularly high and their
repayment involves many years. Client decision is difficult, as it is thought as an extensive purchasing
behavior with intense participation. For home loans, clients request information, assess all alternatives
and then make decisions. For this reason, bank branches play an important role, since it is the place
where clients can discuss with the staff and obtain information. The existence of braches has an impact
on the feeling of security that derives from personal contact.

In terms of bank marketing, promotion through television plays an important role and seems to
affect the markets related to mortgage products.

Regarding the other three parts of marketing mix, i.e. the staff, procedures and physical
presence, they all appear to be of importance. Bank executives should focus on these factors and
especially on employees who seem to also affect the notion on products costs. Customers have in
general a significant correlation with the main characteristics of products and in all cases this influence
was of positive nature.
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