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Loyalty test 
 

After purchasing HSBC, Bradesco will have the task of retaining the high-income clients, 
which are used to a wide range of services abroad and customized service. By Sergio 
Tauhata, from São Paulo 

 

 

 

 

 

 

 

 

 

Erica Ribeiro, from Value Partners: "The international banking operations service is key 

to maintain the HSBC's clients" 

 

One of the main questions related to the acquisition of the Brazilian unit of HSBC by 

Bradesco still doesn't have an answer: what changes for the clients? The final answer will 

be known only next year, but based on financial institutions mergers that happened in the 

past, experts consulted by Valor explained how the change may affect the account holders 

on both sides, especially those in high-income segments. The base of the wealthiest 

HSBC’s individual accounts was one of Bradesco focus in this negotiation, which the 

national group's executives confirmed it themselves after the announcement of the 

purchase, on August 3rd. 

 
According to the data from the italobritish consultancy company, Value Partners, which specializes 

in corporate mergers and reorganizations, the purchase of the HSBC affiliate in the country, could 

add up to 600 thousand high-income clients, according to the Bradesco Data from last year 

(December), to the 763 thousand customers that already exist in this segment of the Brazilian 

bank. 

 
However, HSBC's base of high-income clients – if the Bradesco parameter is adopted for 

the segment – would be higher, around 400 thousand more people. This would happen 

because Premier and Prime have different selection criteria's rules: at HSBC the 

classification filters account holders with more than R$ 100,000 in investments, and at 

Bradesco, the classification is based mainly on the participants with incomes above R$ 

10,000, who integrate this group of account holders. Thus, the growth potential of the Prime 



basis would reach, in fact, up to 1 million accounts, which equates to an increase of 131% 

when compared to the current number of this group at Bradesco. 

 

The question is how Bradesco will retain this client. In the experts’ point of view, the 

main challenges to conquer and to retain the high-income HSBC accounts will be to 

supply the maintenance of services abroad and the differentiated service. 

 

According to Erika Ribeiro, an expert from Value Partners – with the experience of 

having been part of the team that advised the merger of BankBoston and Unibanco with 

Itaú – in the months following the announcement of the BankBoston merger with Itaú 

(May 2006), 10% of the clients migrated their accounts from the American institution to 

other banks, without waiting for the result of the merger. "I believe that the clients who 

left were keeping an eye on differentials that Itaú, at the time, could not provide, for 

example, international banking operations. It's a case with a few similarities with the 

HSBC acquisition," she adds.  

 

A survey of bank mergers and acquisitions abroad shows, according to the Instituto 

Fractal, a rate of 50% of retention, on average, of high-income customers after the 

consolidation. "If Bradesco loses half of the account holders from HSBC it would still be 

a reasonable acquisition," says Celso Grisi, CEO of Fractal. 

 
The expert, however, believes in a much larger loyalty percentage in the case of the 

Brazilian bank. Fractal made a study with impact projections of the HSBC purchase on 

Bradesco's client base and projects and their study predicts a growth of 120% in the 

number of individual accounts with income above R$ 5,000. "I see potential for Bradesco 

to retain more than 80% of the account holders of the Premier segment," says Grisi. 

 
One of Bradesco's major challenges will be to bring service advantages both to account 

holders of the bank as well as to those who will migrate to the new structure. For today's 

high-income clients of HSBC, a very significant advantage refers to the amount of 

targeted addresses for the segment. While Premier now has 101 specialized agencies, 

Bradesco has 302 points. This means quadrupling the range in terms of venues, if 

all agencies are kept. As for the account holders of the Brazilian bank, there would 

be an increase of 33% in the network focused on wealthier accounts. 

 
 

 

 
In turn, data from accounts manager from 

both institutions clearly indicate the other 

side of the service challenge: to maintain 

the level of customization offered by the 

British bank. According to Erika, Prime, 

Bradesco's high-income segment, works 

with a rate of 500 accounts per manager 



against HSBC's number of 200 accounts 

per manager at HSBC Premier, i.e. more 

than double. "In the HSBC's group of 

clients with investments above R$ 1 

million, the rate drops to only 100 

accounts per manager," she adds. 

 
Despite the issue of the service customization, Bradesco's Achilles heel, the issue most 

cited by the consultants, has a foot abroad. Products and services abroad will probably 

be the reason why the client's may migrate to other institutions, in Erika's, from Value 

Partners, evaluation. "I see the whole international banking operations as key; the 

services for expatriates, for example, that HSBC promotes through the International 

Center, are conveniences that perhaps Bradesco does not have to offer with the same 

ease that an institution present in 80 countries has", she states.    

 

The consultant cites other examples of tools that facilitate financial transactions between 

HSBC's branches, as Global View, a platform that allows customers of the British institution 

not only to open accounts abroad but also to transfer the local credit history outside Brazil. 

According to Erika, there are resources offered by the global bank that should involve an 

extra effort from Bradesco so that the bank can enable options that are similar to high 

income and private clients, such as access to VIP lounges in 700 airports and investment 

products in foreign markets. "I have been through other mergers, and every time we 

encountered this issue of international banking operations it was not as easy to maintain 

these services because of the infrastructure, the cost and the regulation," explains the 

expert. 

 
The solution for this would be Bradesco to negotiate with the HSBC headquarters to find 

a way to maintain access to the products abroad. "To have this range of products that 

HSBC provides, Bradesco will have to create a comprehensive partnership with the 

foreign bank," said Erivelto Rodrigues, CEO of Austing Ratings agency. 

 
However, the CEO of Instituto Fractal disagrees with the idea that Bradesco will have to 

struggle to keep the provision of services abroad. "The demand for services abroad 

doesn't come more from the private sector than from the high income sector and Bradesco 

is present in London, New York, Middle East and Asia. So the Brazilian bank is able to 

meet any application demand abroad," he explains.  

 

Bradesco's CEO himself, Luiz Carlos Trabuco Capi, reinforced this perception on a 

conference call after the transaction announcement in early August. "We are already 

globalized, not in the retail physical network, but in the corporate service. This matter is 

not an issue," said the executive at the time. 

 
For Grisi, contrary to popular belief, the high-income segment, in fact, is very sensitive to 

the issue of international banking operations. "The percentage of individuals with high 



income who value the internationality attribute at HSBC is very small: those who highly 

value this aspect are corporations or private banking clients," he adds. According to 

Fractal's CEO, the research done by the institute indicates that the subject matters to less 

than 1% of the Premier account holders. 

 
Those who will get the greatest advantages from the acquisition may be high-income 

and private segments clients from Bradesco. With the incorporation of the local branch 

of the British bank, the clients of the Brazilian institution will have a larger portfolio of 

products and services, "especially if there is some sort of agreement with the HSBC 

headquarters", considers Erika, from Value Partners. "Bradesco will want to retain from 

HSBC those professionals who administer special products, focusing on higher incomes, 

to take advantage of the HSBC portfolio," adds Grisi, from Fractal. 

 
As the president of Bradesco said in the conference call about the acquisition, there is an increase 

in the inclusion of new products and services that the institutions did not provide for strategic 

decision. "We have now the possibility to expand the portfolio of products and services and at the 

same time increase the capacity of our franchise distribution." 

 

Bradesco has to maintain the service 

if the HSBC's client wants it 

From São Paulo 

 

Even after the integration between banks, Bradesco has an obligation to keep offering the 

services contracted by HSBC clients. Any changes or migration in the packages can only 

be made with the consent of the account holder. "There can't be any unilateral change in 

the contract," said Renata Reis, service management and consumer advice coordinator 

at Procon, in Sao Paulo. "Even if the company states that there is an incompatibility 

between the systems or any other issue, the service must be maintained if the client does 

not agree with the change.”  

 

According to the expert on consumer rights, in a merger, the acquiring company has to 

respect the agreements signed by the consumer with the incorporated. "HSBC clients, if 

they choose to, can keep the same service package and pay the same fees that they are 

currently paying."  

 

The same principle applies to the products, such as credit cards. "You must keep the 

benefits as well. If a service has been provided by HSBC and if the client did not consent 

to the change, Bradesco will have to keep providing it, such as a rewards program, even 

if the institution works with another mileage system."  

 

For Renata, that is "the risk of the merger." According to the law, the consumer may 

require the fulfillment of the offer and, if there is a failure, he can demand the return of the 



amounts paid in advance, a reduction in the price and even compensation. If the company 

cannot provide the solution, "the Procon can arbitrate the case and convert it into an 

obligation to pay or even a compensation for material loss, if proven," she explains.  

 

According to the coordinator, price changes can only be made within the rules that already 

exist, for example, if the central bank authorizes an already planned adjustment.  

 

According to Erika Ribeiro, an expert on bank mergers from Value Partners, the buyer 

has to make a convincing effort with the institution's corporate clients to convince them to 

make the migration. "In the BankBoston merger with Itaú, in which I participated, a great 

effort was made to convince the clients to migrate. The homework that the bank has to do 

is to create an optimized product and offer resources that the client of another bank does 

not have to convince them to change."  

 

According to Erika, in bank mergers is common to have a period, which can span for more 

than one year, in which there are different client groups with different packages and fees 

until the full migration of the client's base. For Renata, from Procon-SP, the financial 

institution usually gets fully prepared for the mergers. "We had no problems in previous 

bank mergers. Institutions usually take great care with this. It is rare to have a claim for 

non-compliance." (ST)  

 


