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1. [bookmark: _Toc107690995]Introduction
Hong Kong, located at the heart of Asia Pacific, it also prospers on financial integration closely with Mainland China, and extends the networks with the rest of the world. The financial advantages of Hong Kong include free flow of capital, simple tax regime, a large pool of financial talents, full range of financial products, and sound legal system. Hong Kong is an international financial center and have unique advantage that is close links with Mainland China. It is working as a hub and gateway between Mainland China and global for offshore renminbi business or other businesses. China offers a lot of opportunities to global due to the gradual opening-up and growth. China is now the world’s second largest economy and have great potential growth in the future (IMF, 2022). Hong Kong is one of the leading international financial centers in Asia. It is a prime location for financial services and home to many financial institutions from different countries. The financial markets in Hong Kong are governed by rules that are efficient and open to scrutiny, and which are in accordance with international norms. Hong Kong government predicted the e-business is a general trend of world, therefore Hong Kong Monetary Authority (HKMA) has had the number of initiatives that move Hong Kong to a new era of smart banking since 2017 (A New Era of Smart Banking, 2017). The one of initiatives is a promotion of virtual bank (VB) in Hong Kong. A virtual bank was a bank that provided a banking service through digital channel. All services of virtual banks can be performed online and there has no retail restore. After 2 years preparation, HKMA has granted banking licenses to eight companies to operate in the form of a virtual bank since 2019. 



2. [bookmark: _Toc107690996]Company Background
Fusion Bank Limited (“Fusion Bank”), formerly known as Infinium, one of company was granted banking licenses to operate in the form virtual bank in 2019. It is a joint venture between Industrial and Commercial Bank of China (Asia) Limited, Hong Kong Exchanges and Clearing Limited, Tencent Holdings Limited, Hillhouse Capital Group Limited, and renowned Hong Kong entrepreneur Mr. Adrian Cheng (invested via investment entity – Perfect Ridge Limited) (FusionBank, 2020). Fusion Bank was the last virtual bank in Hong Kong launched and operates as a startup company. The company was facing the competitive challenge in banking. The challenges are not only from the virtual banks but also traditional banks. The other virtual banks had the advantages of attracting customers because were launched earlier than Fusion Bank. The customers have already joined the other virtual banks who are willing to use virtual banks’ services. At the same time, the traditional banks have provided its banking services via internet or mobile application. 
Fusion Bank has general banking services that include deposit, remittance, and load but the company needs a unique service to attract the customers to use their services. Tencent is one of the shareholders and strategic partners of Fusion Bank. Tencent’s technology and operates WeChat that are fintech arms of Fusion Bank. The other shareholder is ICBC(Asia) that provide a cross-border services and ICBC is the largest bank in Mainland China. The Bank establishing a network for local spending and cross-border payment for customers. Figure-2.1, shown the total deposits from customers of eight virtual banks in 2021.





Figure-2.1: Eight Virtual Banks – Total Deposits from Customer in 2021

Source: Constructed by Author. 

The eight VBs are operating their business around three years and current market share of Fusion Bank is top 3 in terms of deposits from customers in 2021. The objective of Fusion Bank is top 2 of virtual banks in 2024 in terms of deposits from customers.


3. [bookmark: _Toc107690997]Situation Analysis of Fusion Bank
The situation analysis is consisted by different methods to look at internal and external factors influencing the company business at current state of marketplace (Bhandari, 2012). The factors include company’s capacities, competitors, potential customers, target market, and business environment, etc. The company can identify strengths, weaknesses, and potential areas of growth after assessing and analyzing these elements of the business and environment. This is the important process to get a comprehensive view of company and current state before developing the project plan or marketing strategy.

3.1 [bookmark: _Toc107690998] External Analysis
The external analysis is examining the external factors influencing the company business. Fusion Bank is a financial industry, and their business is not only operating in Hong Kong but also in China. Therefore, PESTLE analysis was adopted for examining the external factors, especially political and global economic. The PESTLE analysis is a tool to identify and analyze the external forces facing a company (Buye, 2021). It gives a view of global environment from different angles that are Political, Economic, Social, Technological, Legal, and Environmental. Table-3.1, shown the summary of PESTLE analysis of banking industry.



Table-3.1: Summary of PESTLE analysis
[image: ]
Political factors affecting the fusion bank:
Hong Kong has special history and position to become the international financial center in world. It is highly freedom to manage its own affairs under China’s principle of “one country, two systems”. It manages external relations such as communications and trade except foreign affairs and defense (BBC, 2018). Hong Kong has been treated as special member in World Trade Organization (WTO) (WTO, no date). These financial and trading position in world to facilitate foreign companies’ setup the office in Hong Kong. The China Government announce outline development plan for Greater Bay Area (GBA) in 2019 and Hong Kong will integrate into overall national development. On the one hand, Hong Kong is working as gateway for foreign companies enter Mainland China; on the other hand, Hong Kong will facilitate the development of industries of Hong Kong in the GBA (GBA, 2021).
Economic factors affecting the fusion bank:
COVID-19 pandemic had an unprecedented impact on global business. The countries were slowly resuming their economic after outbreak. Unfortunately, the war in Ukraine impacts the economic growth of US and Europe in 2022. The International Monetary Fund (IMF) downgraded the projection of global economic growth for 2022 because unusually high uncertainty that include the situation in Ukraine, COVID-19 resurgence, and higher interest rates leading debt distress (hkeconomy, 2022a). The Hong Kong economy was deterioration in the first quarter of 2022, with real GDP contracting by 4.0% year-on-year (hkeconomy, 2022b) .
Social factors affecting the fusion bank:
The wealth management awareness increases and seek advice and assistance for loans from banks related to business, properties, and personal uses (hkqf, 2021). These services become more popular in banking industry and will be delivered to customers through the digital channels.  After COVID-19 outbreak, the digital transactions have increased, and retailer is realizing that the online channels is crucial. The consumers prefer online shopping that were purchases made on local retail site but also cross-border site. The spending of cross-border is high and is a significant element of Hong Kong's eCommerce comprising 70% of the overall market (ITA, 2022).
Technological factors affecting the fusion bank:
The technology has grown fast over the years. The general trend of society is pushing companies toward digitalization and catering to customer needs through technology. It facilitates company improve the efficient of internal processes and provide the convenience of banking service through the technology (e.g., mobile application, A.I., Robotic chat, etc.). The behavior of customers was being changed by technology. The 67.1% and 51.7% people in Hong Kong use mobile shopping, and banking and financial services application in 2021 respectively (Kemp, 2021). The convenience of banking service is crucial for customer satisfaction, intention for using our banking services, and retaining the customer relationship (Shin, 2021). Most of retail banks have their e-banking channels for customers to manage the account.
Legal factors affecting the fusion bank:
The judicial independence in Hong Kong under China’s principle of “one country, two systems” and have great reputation for fairness. It built-up a good atmosphere for business or investigation in Hong Kong.
Environmental factors affecting the fusion bank:
The customers’ environmental protection awareness increased and the appetite of green policy of company will be considered while they are considering its product and services. Eco-friendly and sustainability have become a matter of great significance for the business industry as well.

3.2 [bookmark: _Toc107690999] Internal Analysis
The internal analysis is examining the internal factors whether support and align with the company strategy. The Porter’s Value Chain was adopted for examining the internal factors. The porter’s value chain is management tool for analyzing company’s value chain. It is a set of activities from company’s processes and combined it to create products or services (Tarver, 2015). The value chain was broken down into five primary activities that were Inbound Logistics, Operations, Outbound Logistics, Marketing and Sales, and Service. For supporting these five primary activities, four more support activities were broken down for primary activities. Figure-3.1 illustrated the structure of Porter’s Value Chain.
Figure-3.1: Porter’s Value Chain (de Bruin, 2018).
[image: ]

Fusion Bank Primary Activities included,
Inbound Logistics:
These activities were associated with storing for incoming material, data collection from market or customers, and store customer information into system. Fusion Bank is a virtual bank without retail store. These activities relied on business partners, social media, company web site and mobile application for collecting necessary information. The Bank cooperated with Café De Coral to promote its services and attract the clients for account opening in their Bank (skypost, 2022).
Operations:
These activities transformed the incoming material and customer’s information to products and services, settling down the trades, processing the transactions, and payment clearing. The current products and services are deposit, remittance, loan, and cross bank payment (FusionBank, no date).
Outbound Logistics:
These activities refer to the way of attracting the customers to use their products and services. The Bank provided different offers to customers for attracting them to enroll their services (Ki, 2022). 
Marketing & Sales:
Fusion Bank used the adverting, personal selling, and sales promotion as their promotion methods. The company sponsored the TVB’s games to promote their branding on television (hk.yahoo.com, 2021). Moreover, they setup street counters and hired promoters to promote the services and invite the customers for account opening.  The Bank cooperated with Uni-China Group at Uni-China market that offered a pack of rice for account opening (HeadlineDaily, 2021).
Services:
Fusion Bank setup the 7x24 call center to serve the customer’s need in an effective and efficient way that include texts, emails, or calls from customers.


Fusion Bank Support Activities included,
Firm Infrastructure:
Fusion Bank and Tencent Group is tactics partner and were using Tencent’s private and public cloud infrastructure to support business operations such as core banking system, web application, mobile application, and robust and highly secure system to protect the customer data.
Human Resource Management:
The HR department played a critical role in the banking value chain. Fusion’s HRM recruited the competence talents to support the operations and develop the products and services for customers. Moreover, HRM provide a training and team building events for employees who effectiveness significantly impacts the business’s profitability.
Technology Development:
Fusion Bank rollout the different products and services base on their digital technology (e.g., mobile applications, robotic chat, etc.). The customer support is always online and mobile applications are the most convenient and quick way for day-to-day transactions. The Bank was awarded cross-border virtual bank service this year (TW, 2022).
Procurement:
The activities at Fusion Bank that include raw materials, information system, office equipment.

3.3 [bookmark: _Toc107691000] SWOT Analysis
The SWOT analysis is the assessment and get a well-rounded view of business, which divided into four quadrants: Strengths, Weaknesses, Opportunities, and Threats of a company. The four quadrants can be listed in two group internal and external analysis. Strengths and Weaknesses are internal elements that assessed the company’s capacity, Opportunities, and Threats are external elements that assessed the external factors influencing the development of business. Fusion Bank’s SWOT analysis were following as below.
Strengths:
· The company had robust and enterprise level infrastructure that was Tencent’s cloud platforms and was support by Tencent directly.
· The digital technology and Fintech innovation were supported by Tencent Group.
· WeChat Pay HK is a payment gateway in Hong Kong. Fusion Bank leverage the WeChat Pay HK market share to extend its business.
· The leader of cross-border remittance in virtual bank (TW, 2022).
· The mother group of ICBC(Asia) is ICBC that is the largest bank in Mainland China (张紫祎, 2022). It is potentially supporting its cross-border remittance business in Mainland China. 
Weaknesses: 
· The current loan products and services are only cover personal customers and do not cover corporate customers (Quinlanandassociates, 2021).
· There is no credit card products and services for customers (Quinlanandassociates, 2021).
· Lack of promotion channels to target customers.
Opportunities:
· Hong Kong participation in the development of the Greater Bay Area (GBA), and China government has new polices for facilitation measures for Hong Kong residents living, working, and studying in the Greater Bay Area (GBA, 2021). The demand of remittance increases by looking forward.
· HKSAR was issuing Consumption Voucher Scheme by phases and try to stimulate local economic activities (HKSAR, 2022). The intention to consume of people was resumed (Hu, 2021) and is potentially increasing in the future.
Threats:
· The others virtual banks have capabilities to rollout similar products or services for sharing the market.
· The new competitors join into the market.




4. [bookmark: _Toc107691001]Current Marketing Strategies
Marketing strategy is the plan for reaching the target audiences and turning them into customers of the products or services (Barone, 2016). The plan contains the prospective audiences, value proposition of company, key brand messaging to audiences, and four Ps (Product, Price, Place, and Promotion) of marketing.

4.1 [bookmark: _Toc107691002]Segmentation, Target, and Positioning
Segmentation, Target, and Positioning (STP) is marketing model that defines whom you market the products and services to, and products from customer’s perspective (Southern, 2000).
Segmentation and Target:
Mass market is current segmentation and target for Fusion Bank because it has operated the business since 2019. 
Positioning:
Fusion was positioning its products and services to retail customers who net worth was medium low level. As leader of remittance service in virtual bank industry, it was the unique selling point (USP) of the products and services. Figure-4.1, shown the positioning of top 3 virtual banks in 2021.
Figure-4.1: Market Positioning[image: ]

4.2 [bookmark: _Toc107691003]Marketing Mix Strategy
The marketing mix included several areas and was a part of marketing plan. It was commonly classification as the four Ps (4Ps) that are product, price, place, and promotion. It helps company make strategic decisions before launching new products or review the existing products.
Fusion Bank was based on STP in section 4.1 to define 4 Ps of marketing as below.
Product: 
The company provided a general retail banking services to customers, such as deposit, loan, remittance. Fusion Bank was a first virtual bank to provide real time remittance service with real time exchange rates. Those services were essential for the people and facilitated company to attract the customers of mass market.
It was the first virtual bank that can be linked to WeChat Pay HK for customers convenience of online payment.
Price:
The bank offered 1.2% time deposit rate for 12 months, which was top 3 of deposit rate in virtual banks. The bank was penetrating the banking industry and offered the better deposit rate for attracting the deposit from customers (moneyhero, 2022).
Place:
Fusion Bank is a virtual bank, and its products and services were only delivered by online banking through web application and mobile application.
Promotion:
The promotional methods were using three tools that were advertising, personal selling, and sales promotion. It sponsored Television event and used the traditional media (television and newspaper), setup the street counters, and rewards or gifts for account opening or consumption voucher. The current promotion tools can reach the mature or above customers but may not reach the youngsters. It is because the youngsters used social media rather than traditional media (Kemp, 2021).


5. [bookmark: _Toc107691004]Future Development in the marketing
The digital channel and technology for delivering products or services to customers will be the general trend in society. The smartphone is a daily necessity and there were 96.9% smartphone users in Hong Kong in 2021. Moreover, people more use social medias (e.g., Facebook, YouTube, and Instagram, etc.) rather than traditional medias. There was 6.44 million of social media users in 2021 in Hong Kong (Kemp, 2021).
The development of marketing in the future will be focus on three areas, which are technology, social media, and mobile application. The technology will improve the Bank’s services, products delivery, and customers satisfaction. The social media will affect the brand messaging whether deliver to new generation audience groups. Mobile application will enhance the customer convenience and potentially develop a relationship with customers.







6. [bookmark: _Toc107691005]Conclusion
Fusion Bank had experience employees in Hong Kong, and strong shareholders. Tencent Group was supporting the company’s infrastructure and technology. The banking services can be penetrated market through WeChat Pay HK, and WeChat Pay HK can link up retail bank for customers convenient top up. As the bank was a startup company, the most important mission was to increase the number of account opening. The Bank used opportunities as HKSAR’s consumption voucher scheme with link up WeChat Pay HK to penetrate market. The Bank focus on mass market and promoted its products and services through the advertisement and sales promotion such as café de coral, Uni-China market, and WeChat Pay HK. The STP and 4 Ps marketing were good for bank at initial stage.
The new goal of Fusion Bank is top 2 of virtual banks in 2024 in terms of deposits from customers. The current marketing strategy is not good enough to achieve the goal. The next section will provide the feasible recommendations for the Bank to achieve this goal.






7. [bookmark: _Toc107691006]Recommendation

Fusion Bank has potential to create a cross-border payment and financial services ecosystem. The Bank establishing a network for local spending and cross-border payment for target customers. Personal and Business loan.  Especially, the opportunities from Greater Bay Area. 

The Bank is still at business growth stage and necessary to increase the number of customers to create an account in the Bank. 
The Fusion is planning to intergratemobile application is integrated with its business partners such as Futu and AAstock
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Eight Virtual Banks - Total Deposits from Customers in 2021

HKD (Million)	
ZA Bank
(ZA Bank Limited, 2022)	Mox Bank
(Mox Bank Limited, 2022)	Fusion Bank
(Fusion Bank Limited, 2022)	Livi Bank
(Livi Bank Limited, 2022)	WeLab Bank
(Welab Bank Limited, 2022)	Airstar Bank
(Airstar Bank Limited, 2022)	PAO Bank
(Ping An Oneconnect Bank Limited, 2022)	Ant Bank
(Ant Bank (Hong Kong) Limited, 2022)	7062	5374	3049	2976	2259	2202	1650	740	
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Hong Kong is highly freedom to manage its own affairs under
China’s principle of “one country, two systems” (BBC, 2018).
Hong Kong manages external relations such as communications and
trade, except foreign affairs and defense.

The hygiene policies for COVID-19 have implications for global
trade and business (ILO, 2020).

Leverage the composite advantages of Hong Kong in Country’s
development blueprint (GBA, 2021).

Global demand is slower growth and the worsened global economic
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Hong Kong economy marked deterioration in Q1 of 2022, with real
GDP contracting by 4.0% (hkeconomy, 2022b).

People seek advice and assistance for loans from banks related to
business, properties, and personal uses (hkqf, 2021).

The consumers prefer to use social media and digital technology to
shop online (hkqf, 2021).

Financial technology, digital services are more popularly in banking
industry.

Most of bank has their web application and mobile application to
provide services for customers.

Judicial independence in Hong Kong under China’s principle of
“one country, two systems”.

Great reputation for fairness.

Eco-friendly and sustainability have become a matter of great

significance for the business industry as well.




