
FUNDAÇÃO GETULIO VARGAS 
 

ESCOLA DE ADMINISTRAÇÃO DE EMPRESAS DE SÃO PAULO 
 
 
 
 
 
 
 
 
 
 

Maura Papa 

 

 

 

 

 

 
Blue Ocean Strategy in Financial Services? 

 
 

 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

SÃO PAULO 
2016 



Maura Papa 

 

 

 

 

 

 

Blue Ocean Strategy in Financial Services?  
 

 

 

Thesis presented to Escola de 

Administração de Empresas de São 

Paulo of Fundação Getulio Vargas, as a 

requirement to obtain the title of Master 

in International Management (MPGI). 

 

 
 
 

 
Knowledge Field: Strategy and Finance 

 
 
 
 
Adviser: Prof. Dr. Sérvio Túlio Prado Júnior
  

 
 
 
 
 

 
 

SÃO PAULO 
2016 



 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

 
Papa, Maura. 
     Blue Ocean strategy in financial services?  
/ Maura Papa. - 2016. 
     48 f. 
 
     Orientador: Sérvio Túlio Prado Júnior 
     Dissertação (MPGI) - Escola de Administração de Empresas de São 
Paulo. 
 
     1. Investimentos - América Latina. 2. Bancos de investimento. 3. 
Instituições financeiras. I. Prado Júnior, Sérvio Túlio. II. Dissertação (MPGI) - 
Escola de Administração de Empresas de São Paulo. III. Título. 
 
 

CDU 336.714 
 

 
 

 



Maura Papa 

 

 

Blue Ocean Strategy in Financial Services?  
 
 
 
 
 
Thesis presented to Escola de 

Administração de Empresas de São 

Paulo of Fundação Getulio Vargas, as a 

requirement to obtain the title of Master 

in International Management (MPGI). 

 
 
 
 

Knowledge Field: Strategy & Finance 
 
 
 
 
Approval Date 
13 / 12 / 2016 
 
 
 
 
 
Committee members: 
_______________________________ 
 
Prof. Dr. Sérvio Túlio Prado Júnior 
 
_______________________________ 
 
Prof. Dr. Antonio Gelis Filho 
 
_______________________________ 
 
Prof. Dr. Ricardo Ratner Rochman 

 
 



ABSTRACT 
 

The case is meant to give readers an overview about the concept of Blue Ocean Strategy. 
Throughout the text hints about what this strategy refers to are given. By knowing the 
traditional strategic concepts – those that are usually applied in “Red Oceans” – the reader 
should identify and distinguish them from the Blue Oceans concepts and tools and therefore 
be able to analyse the case from a different strategic perspective. Recognized examples of 
Blue Oceans are also given in the Appendix to the case. By learning what a Blue Ocean is, 
readers should then decide whether the case provided can be considered an example of it or 
not.  
The case starts with a brief description of the company, how it was created, how the founders 
got the idea of the innovative business model and how they developed it. The case describes a 
situation where the founders themselves discuss about whether their company can be 
considered an example of Blue Ocean or not.  
The case follows with other examples of well-recognized Blue Ocean Strategies, to help the 
reader make comparisons and decide whether the company can be considered itself as 
another example of it. 
Last, some possible questions, and suggestions on how to solve them, are provided. Here the 
reader can reflect again on the Red Oceans tools and see how these are differently applied in 
Blue Oceans kind of strategies.  
  
 
 
 
KEY WORDS: Blue Ocean Strategy, Red Ocean Strategy, Business Model, Wealth 
Management 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



RESUMO 
 

O caso destina-se a dar aos leitores uma visão geral sobre o conceito de Estratégia do Oceano 
Azul. Ao longo do texto dicas são dadas sobre o que esta estratégia se refere. Ao conhecer os 
conceitos estratégicos tradicionais - aqueles que são geralmente aplicados em "Oceanos 
Vermelhos" - os leitores devem identificá-los e distingui-los dos conceitos e ferramentas dos 
oceanos azuis e, portanto, ser capazes de analisar o caso de uma perspetiva estratégica 
diferente. Exemplos conhecidos de Oceanos Azuis são dados nos Apêndices do caso. Ao 
aprender o que é um oceano azul, os leitores devem decidir se a empresa pode ser 
considerada um exemplo dou não.  
O caso começa com uma breve descrição da empresa, como ela foi criada, como os 
fundadores tiveram a ideia para a criação de um modelo de negócios inovador e como eles 
desenvolveram a companhia. O case descreve a situação onde os próprios fundadores 
discutem se sua empresa pode ser considerada um exemplo de Oceano Azul ou não. 
O caso continua com outros exemplos reconhecidos de estratégias de Oceano Azul, para 
auxiliar o leitor a realizar comparações e decidir se a empresa pode ser considerada um caso. 
Por último, questões e sugestões de como resolver os questionamentos, são disponibilizadas. 
Assim o leitor pode refletir novamente sobre as ferramentas de Oceano Azul e ver como elas 
podem ser aplicadas a diferentes tipos de estratégias. 
 
 
 
 
 
PALAVRAS CHAVE: Oceano Azul, Oceano Vermelho, Business Model, Gestores de 
Riqueza 
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Part 1: Case Study – Blue Ocean Strategy in Financial Services  

 
1. 1 Introduction 
 

Bob and his client Julio were having lunch in a restaurant in Paris. They had just 
spent a sunny morning in the nice quartier of Le Marais observing Parisians walking around 
and all the nice boutiques. It was already the fifth consecutive year that Bob and Julio met in 
La Ville Lumière. Bob had arrived 6 years ago in Paris to work for ABP, a Swiss-based bank 
provider of investment solutions to asset managers and private bankers. 

Bob thought how thankful he was towards Julio for the advice he had received from 
him 3 years before. Bob and Julio not only were very good friends, but they were also 
business partners: Bob was the provider of several financial investment solutions for Julio’s 
asset management company. In particular, Julio bought from Bob structured products 
investment solutions that he allocated in the portfolios of his high-net-worth-individual 
clients. Julio had been Bob’s client for the last 12 years. He met Bob when this started 
working for investment banks at the beginning of his career, then he followed him when he 
moved to ABP and finally he decided to follow him and remain his client when Bob engaged 
in his entrepreneur adventure 3 years ago. Julio was Bob’s best client, but also one of his best 
friends.  

“You know man” Bob raised his glass of white wine “I would like to make a toast. I 
would like to thank you for having always been my friend and for that advice you gave to me 
some years ago. If it wasn’t for you I would still be working for ABP. Yes, maybe I would 
have fewer white hair” he laughed” but I wouldn’t have the satisfaction that I have now. 
Having started my own venture is the most exciting thing ever: you never know in what 
direction it will go on, therefore you wake up every morning with a lot of energy looking 
forward to starting a new day”.  

“I appreciate a lot what you say Bob, cheers! To MPFS1!” replied his friend.  
“You cannot imagine how scared I was before engaging in this challenge: nobody 

had never done something like that before, at least not that I know, I didn’t have a real model 
to look at…” added Bob. 

“Regarding this, Bob” said his friend “last month I was at a conference in Buenos 
Aires, and there was a guy talking about what he called Blue Ocean Strategy, apparently a 
new theory of the strategic management field; when he described the main concept, I thought 
of you and MPFS. According to the theory, if you want to grab an opportunity in a saturated 
market you have to look at it through different lenses, without focusing too much on what 
your competitors do and on what the general practices, often taken for granted, of your 
industry are. And this is more or less what you did: you created a new business model by 
targeting different types of clients and establishing certain relationships with the issuing 
banks… you know, just like the blue, never-ending sea prospecting in front of us right now, 
with MPFS you have entered a big ocean full of fishes that nobody has discovered yet”.  

                                                
1	MPFS : is a company, topic of this case. The name of the company, as well as all the other names in this case, 
are fictitious.	
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Bob was surprised: “This is very interesting! I have never thought that my company 
could be classified according to a strategic concept. I will read more on the subject this 
weekend, I really want to learn more about this theory and see if I have created an example 
of what you called “Blue Ocean” of opportunity”. 

 
 When the bill arrived “It’s on me!” said Bob; “Let’s hurry up, we still have so much 
to visit today”.   
 
 
 
1. 2 Latin America - Overview 

 
Over the last 40 years, Latin America has experienced a profound transformation, 

setting the foundation for a long-term wealth creation and development.  
 

Latin America - Overview on the region and its recent economic and social 
improvements  

 
Following the debt crisis of the early 1980s, Latin American economies have 

cleaned up their balance sheets and have developed a market whose conditions attract both 
local and foreign investors. 

Latin American investors have become younger2 and more sophisticated over the 
past decades, resulting in an increasing appetite for risk and demand for more diversified 
portfolios. 

At the same time, the regional economies are more integrated into the global 
economy thus resulting more exposed to international economic cycles and global social 
trends. All these factors combined to a growing middle class will lead to new investment 
behaviors from Latin Americans. 

The region’s gross domestic product is almost threefold the one of 15 years ago; of 
all the countries, Brazil has been the fastest-growing economy. Its GDP (in USD) quadrupled 
and its unemployment rate more than halved between 2003 and 2013. Hyperinflation, once a 
chronic issue, is no longer a concern at this point. The country, however, is a particular case 
in the region: on one hand, its growing middle class is claiming better delivery of services 
and goods, and therefore of economic and social reforms, while at the same time corruption 
scandals and social tensions are devastating the country that now needs to catch up and 
establish significant reforms.  

Apart from the growth data, Latin American economies overall are going through a 
period of deep change: (1) improvements in the management of monetary policy have 
lessened inflation; (2) demand for higher transparency levels by international investors to 
control their investments continues to improve the governance of the public and private 
sectors; (3) the adoption of international management best practices is aiding an always 

                                                
2	According to Cerulli Associates, Latin America population is substantially younger compared to other regions, 
with approximately 60% of the population being between the ages of 15 and 55.	
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deeper integration with the global economy; (4) the development of a ‘middle class’ 
continues to improve the level of education of the population, which in turn fosters consumer 
demand. 

Since 2005, almost all the countries of the region have carried out reforms to 
improve their regulatory environment for business, in particular Colombia and Mexico, 
where only until 2014 there have been 27 and 19 new reforms, respectively.  

Self-regulation is proving very efficient in increasing transparency and especially in 
preventing power abuses. Stock exchanges across the region, for example, are constantly 
demanding higher levels of disclosure on the companies that are publicly traded. Most 
importantly, the increase in wealth and the growth of the middle class, with a consequent 
more educated generation of investors than the previous one, is giving them more power to 
influence the economies and put pressure on the governments in order to avoid authorities’ 
interventions.  

Not to forget is that the development of the telecommunication and the Internet is 
ensuring changes to happen much faster.  

Starting from the initial push coming from commodities demand from Asia, and in 
particular China, the economic growth that followed led to the rising of strong internal 
demand and thus the development of other financial and economic sources, lessening the 
dependence on commodities.  

To conclude, the countless social and economic reforms, a more investor – friendly 
environment, younger, richer and more educated potential investors, and the growing 
interconnection of the region with the rest of the world are posing the basis for a huge 
economic development of the area and therefore a huge opportunity to grab.  

 
Latin America Wealth Management Landscape  

 
Brand New Participants  

The economic and social transformation of the last four decades and a middle class 
growth had as a consequence a fundamental change in the wealth management landscape of 
Latin America to serve its high net worth individuals. 

Before, the wealth management (WM) industry was dominated by big global banks 
that covered the globe from a headquarter in their home countries. This was possible as there 
was little competition from local providers; as a consequence, these players were not looking 
for a change in their strategies and kept using the same old static model of wealth 
management.  Now that investors are younger, more inclined to risk, more educated and 
sophisticated, this rules of the game are being put under pressure.  

 
As a matter of facts new wealth management players, which are more “local”, 

smaller and more specialized on the specific needs of each (and local) client are entering the 
industry at a fast pace.  
 

Although this phenomenon started in mid-1990s, the catalyst to the change was, 
after all the economic and social transformation that the region had been through, the 2008 
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global financial crisis (GFC); this has given a strong acceleration to the process of change of 
global wealth management, on a local as well as international scale.  

After the global financial crisis, regulation at a worldwide level became significantly 
tighter thus making all the processes and the requirements to approve and work with clients 
longer and more demanding.  

Although one can state that Latin America is not yet facing the same level of 
regulation as it is the case in the U.S. or in Europe, it is true that also in this region the global 
financial crisis has had its effects in conjunction with the political and economic internal 
reforms that have characterized most of the countries of the area.  

 
According to Julius Bear Latin America 2014 Industry Report, a new kind of wealth 

managers is taking place in Latin America and their number and growth level is already 
significant, remarkably in key countries such as Argentina, Brazil, Chile, Colombia, Mexico 
and Peru. These are newer, smaller firms that are profiting from the rapid growth rate of High 
Net Worth Individuals (HNWIs) locally.  

These new players are adopting new investment advisory strategies: by being 
smaller, they are more flexible, more targeted, and by being more “localized” they are able to 
be more familiar with local needs, more transparent and client-focused. They put service and 
client relation management as their key strategy ingredients, which proves to be very 
successful in a region like Latin America, where the top level of service is a priority for its 
HNWIs. These new, small players are being able to grab the opportunity posed by a growing, 
more educated “middle class”.  

 
Overall, the types of participants in Latin America wealth management industry are 

changing constantly and a variety of offering is prospected to investors: domestic and foreign 
banks, fund managers, broker-dealers, single and multi family offices, classical external asset 
managers, introducers and agents.  

 
In particular, Capgemini, in its 2016 World Wealth Report, sees external asset 

managers (EAMs), as the category that in Latin America, if it adapts to the regulation 
required as in the U.S., U.K. and Switzerland, has the highest potential for future growth, 
both onshore and offshore. While it is extremely difficult to give numbers on the external 
asset managers which are active in Latin America, a number between 1,000 and 1,500, both 
onshore and offshore external asset managers (considering family offices, traditional external 
asset managers, etc), is estimated. This number includes asset managers advising Latin 
American HNWIs both locally, and from other spots such as the United States and 
Switzerland.  

Brazil and Mexico are considered the main onshore centers that dominate the 
external asset management environment. In terms of the EAMs’ Asset Under Management 
(AuM), which varies of course from the country, these external asset managers are 
considered to manage an estimated 190 billion of US dollars, according to the Mckinsey 
Report for Private Banking Sector. This amount of Asset Under Management is only a small 
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amount of the total wealth owned by Latin Americans. 3 
 
Considering the various economic changes that Latin America and its population are 

experiencing, there is a huge potential of opportunities for external asset managers to grab 
within the vast sector of Wealth Management in Latin America. Moreover, in an environment 
which is increasingly stable and safe, there is a growing desire of High Net Worth Individuals 
to have local wealth managers, whether they manage their onshore or offshore assets. A more 
flexible, more tailor-made, more familiar service that these independent external asset 
managers offer (which are often ex bankers leaving investment banks they were working for), 
promise a longer-term relationship and a better personal experience than the one investment 
banks can do.  

A very recent phenomenon that characterizes this industry and adds reasons to 
believe that these new players will thrive in the near future by profiting of the changing 
environment of Latin America, is the reorganization4 and reallocation of many international 
players in the region. This continuous flow of firms entering and exiting the region opens 
opportunity gap to be filled by external asset managers and wealth managers as the change in 
the approach to business will not always fit with the preferences and needs of the local 
clients. Moreover, the fact that these financial advisors come from very well recognized 
banks offer them, other than the professionalism and experience that they have acquired with 
their years of work, a certain credibility connected to a well known international bank. 

 
Another factor affecting the industry is trust. According to Capgemini, trust and 

confidence in wealth management firms has overall increased significantly over the past 12 
months. However, despite this favorable environment, only one-third of the record levels of 
High Net Worth Individuals total wealth is being managed by wealth managers, which is 
another reason to believe in the significant potential for the future growth of the wealth 
management industry.  

 
Of course there are constraints and difficulties that these new entrants have to face. 
Major roadblocks are size and infrastructure, first of all. External asset management 

are very often composed by a few people, sometimes even being a single-person firm. In an 
environment of taxation, tightening regulation, onshore-offshore integration under a same 

                                                
3 According to data from McKinsey, in 2012 private banks actively serving Latin America clients, whether 
onshore or offshore, had a total of USD 2.66 trillion assets under management (AuM). Brazil and Mexico are 
the leaders in this sense, with 42 % (AuM of USD 1.1 trillion) and 25 % (AuM of USD 651 billion), 
respectively. These two countries make up 67 % of the region’s private banking AuM. Other countries such as 
Argentina (7 %), Colombia (6 %) and Chile (4 %) form a very small part of the market in comparison. 
4 Recently, while several international banks rethought their business model and decided to abandon Latin 
America since this was out of their “sweet point” – examples are Merrill Lynch that sold in 2012 its entire 
international wealth management business outside the United States, including in Latin America, or Barclays 
Wealth Management that sold its US-based business of Latin America to Santander Private Banking, or the 
closure of RBC branches from Chile and Uruguay – other international players such as Grupo BBVA, Credit 
Suisse, Scotiabank, UBS and Julius Baer strengthened their presence and commitment in the region.  
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firm, and with High Net Worth Individuals demanding increasingly more sophisticated 
services, small firms will encounter difficulties in surviving unless they “institutionalize” 
themselves, by hiring specialized staff, adopting avant-garde technology and establishing 
partnerships with FinTechs of other service providers. 

On the other hand, HNWIs are starting to favor a pay-for-performance fee model, 
which offers an advantage for those companies that will be now able to offer such a model in 
a profitable manner. 
 
Recent offshore trend 

The general trend is that, as trust in the government, regulations and authorities have 
improved, especially in markets like Brazil, Colombia, Mexico and Peru, there is a growing 
desire for HNWIs to have their wealth managers locally. This does not mean that their assets 
are necessarily invested in their home country but only that the relationship is closer.  

As a matter of facts, the new industry players manage either onshore funds, or 
offshore funds, or both, as it is increasingly the case. Of course this depends also on the 
country: Brazil for example is mainly onshore-centered business while countries such as 
Argentina are mainly offshore. In the past, due in large part to safety reasons, it was typical 
that assets held onshore and assets held offshore were clearly separated. Nowadays, in an 
area of transparency and more demanding tax-requirements things are changing and wealth 
managers increasingly serve both kinds of assets.  

 
Main offshore centers for Latin America are, apart from Switzerland and the United 

States, increasingly Panama, the Bahamas and Uruguay, as they more naturally target Latin 
American clients more than Europe, for example. But also new, unexpected centers are 
increasingly serving Latin American clients such as Singapore, the U.K. and New Zealand. 

 
In light of the general trends witnessed worldwide, the role and proposition of 

offshore centers is also changing significantly.  
In the past, the reasons to keep one’s money offshore were connected to asset 

protection and preservation from political and economic instability, from security risk, from 
corruption and from the fear of government intervention. Today, the reasons to keep asset 
offshore are profoundly different: while protection and preservation are still valid movers, 
other advantages such as privacy, confidentiality, tax-efficiency, but also access to a broader 
class of expertise and international diversification push the Latin American investor to move 
his/her funds abroad. 

Moreover, important to underlie is the fact that also “traditional” offshore centers 
have been impacted by the changing regulatory and security trend that characterized the 
financial industry after the global financial crisis, which forced them to adapt to new 
international regulatory and compliance standards. This automatically changed also the type 
of capital flow coming from international High Net Worth Individuals. 

 
According to Boston Consulting Group, in its Global Wealth Report 2015, the Latin 

America offshore wealth is expected to reach 14% in 2019 (with an estimated 11% last year).  
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This means that a preference of having local advisers is accompanied by a tendency 
of moving funds abroad at the same time.  

 
Several factors can be considered as being the cause for this trend: the current 

downturn in China with its lesser demand for imports is affecting commodity prices and 
therefore the economy of Latin American producers, the US improving economy and the 
perspective of rising interest, but also social and political internal scandals like the Lava Jato 
in Brazil that involved politicians and corporate representatives, which deteriorated the 
confidence of the investors in their own countries. 

In such situations of economic and social uncertainty, offshore investment products 
result much more appealing.  

 
This trend appears to be especially true in Brazil, where clients are now demanding 

country and product diversification with a low correlation with local assets. Diversification is 
one of the key investment strategies undertaken by HNWIs from Latin America in order to 
face currency depreciation, inflation, a plunge in commodity prices and political and social 
instability.  

The Brazilian Securities and Exchange Commission has cooled off the rules that 
limited foreign investment, in an effort to make the wealth management industry more 
competitive, reduce costs and improve transparency. In such an environment, one of the 
biggest effects will be on mass-affluent clients who normally have limited access to offshore 
investments because of the associated costs, and on less wealthy clients whose demand for 
these kinds of investment is likely to surge. 

 
Overview of Wealth in Latin America 

If one looks at the relatively little focus placed on Latin America from wealth 
management firms in comparison with other “emerging markets” such as the Asia-Pacific 
region, one could think that this is due to the low potential of the region.  

 
The opposite is true.  
 
According to the 2014 edition of the Capgemini World Wealth Report, in 2014 there 

were 13.7 million High Net Worth Individuals 5 in the world; Latin America accounted for 
only 4 %, or 542,000 HNWIs, the same figure the region had in the year 2000. This low 
number is the reason why Latin America has so far got relatively little coverage in the global 
context of wealth management with respect to other regions.  

                                                
5 Categories of HNWIs on the basis of private wealth holdings, according to Boston Consulting Group:  
• Ultra-high net worth (UHNW): more than $100 million 
• Upper high net worth (upper HNW): between $20 million and $100 million 
• Lower high net worth (lower HNW): between $1 million and $20 million 
• Affluent: between $250,000 and $1 million 
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However, despite a lower percentage of HNWIs, the region has a much higher share 
of their investable assets. Capgemini sizes the global high net worth investable assets at USD 
58.7 trillion in 2016, of which Latin America has USD 7.40 trillion, that is 12.6 % share.  

Moreover, since the yearly 2000s, while global High Net Worth investable assets 
rose by 103% worldwide, Latin America has instead grown by 141%.  

This means that the average Latin American High Net Worth Individual, with an 
average investable assets of USD 13.5 millions (compared to USD 3 millions in the United 
States), is significantly richer, on average, than their global counterparts. 

According to WealthInsight, the number of HNWIs in Latin America (combining 
Argentina, Brazil, Chile, Colombia and Mexico), is more than the double of that of the so-
called GCC countries (Bahrain, Kuwait, Oman, Qatar, Saudi Arabia and UAE). 

Moreover, the number of HNWIs in Latin American is expected to grow 
considerably by 2019, in particular Chile, where the HNWI population is one of the fastest 
growing in the region, with an expected compound growth rate of 4.8% per year between 
2015 and 2019. It is not by chance the wealth management industry in Chile increased by 8% 
on average between 2002 and 2012, about twice the rate of gross domestic product growth. 

Generally speaking, Brazil has the highest number of High Net Worth Individuals 
followed by Mexico.  

Also Argentina is considered as having quite a big potential: High Net Worth 
population is expected to increase by 15% to reach 34,704 in 2020, while High Net Worth 
Individuals wealth is forecast to grow by 19.6%, to reach US$132.4 billion. 

 
These data represent huge market opportunities for private bankers and wealth 

managers to offer both onshore and offshore investment services.   
 
WealthInsight’s report shows that between 2010 and 2014, Latin America HNWIs 

held a higher proportion of their wealth outside of their home countries with respect to the 
global average. Millionaires from Argentina, Colombia and Peru held more than 33% of their 
fortune offshore in 2014, while the average at an international level was between 20% and 
30%.  

The country with the highest proportion of HNWIs holding their investments abroad 
in 2014 was Chile, with US$100.5 billion, corresponding to 38.4% of their total personal 
wealth. Chileans held their funds abroad in Latin America for more than 50% (56.4%) while 
the rest was divided mainly between North America (19.3%), Europe (7.9%), Asia Pacific 
(12.8%) and the Middle East (3.6%). 

On the other hand, Mexican High Net Worth Individuals hold a lower proportion of 
their wealth abroad, with only 22.3% or US$167.7 billion in 2014 invested outside their 
home country.  

 
Generally speaking, the size of wealth held offshore is hard to determine as the 

figures vary from estimate to estimate, and on the country taken into consideration. On 
average, an estimated 50% of the total wealth should be held abroad, according to McKinsey 
Wealth Report, while according to the last report of Capgemini about the World Wealth, 60% 
of Latin Americans hold parts of their funds overseas.  
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According to the Boston Consulting Group 2016 Global Wealth Report, in 2015 
private wealth in Latin America grew by 7% to $5 trillion, a lower rate than the nearly 8% 
gain of the previous year. This is explained by the falling commodities prices and by the poor 
equity-market performance of the two largest economies, Brazil and Mexico, where half of 
the region’s wealth is held. Overall though, wealth held by the High Net Worth Individuals, 
both the ultra segment as well as the upper and lower segment is expected to grow by 9% to 
11% per year through 2020. 

Unlike during the previous years, global wealth growth in 2015 was driven more by 
the creation of new wealth (such as rising household income) than by the performance of 
existing assets.  

This tendency of declining wealth growth reflects however the trend experienced on 
a global scale: in 2015, private financial fortune grew by 5.2% to $168 trillion, while it had 
reached more than 7% growth the previous year. All the regions except Japan, which was 
boosted by supportive monetary policies, experienced slower growth with respect to 2014. 

 
Connected to this trend is the phenomenon, especially in Latin America, of the 

shifting from Ultra-HNWIs to HNWIs. Traditionally, the ultra millionaires represented the 
driving segment between the HNWIs growth. As a matter of fact, while Latin Americans 
accounted for a percentage between 3% and 4% of global HNWIs, they made up 8.4% of 
global ultra-HNWIs. Likewise, while they held 12.6% of HNWI wealth, they accounted for a 
much higher level of ultra-HNWIs (28.7%).  

Because of this disproportion, Latin America’s economic, social and political 
situation have strongly impacted the ultra-wealthy, both on a regional and on an international 
level. Brazil in particular, which accounted for 56.3% of ultra-HNWIs of the region, 
experienced a 5.9% decline in ultra-HNWI wealth.  

 
Technological advancements 

Other than regulatory, social and economic new trends, another phenomenon is 
characterizing the wealth management industry and it is expected to do so even more in the 
future: digital transformation.  

According to Capgemini, certain trends are characterizing this development, among 
which: the spread of FinTechs first of all, the rise of third party support, functions 
outsourcing in order to cope with margin pressures, new investment models built on peer-to-
pee tools, account aggregation technologies, an increasing necessity of IT security and others.  

More than 80% of asset managers recognize the positive impact digital tools can 
have on client interactions. Among High Net Worth Individuals, demand for digital tools has 
significantly increased. At the same time wealth managers are not satisfied with the digital 
tools their firms already provide. Only half of them, according to Capgemini, report 
satisfaction about the digital tools provided on the market to sustain their activities. Though 
digital maturity is crucial to grow profits, most of the wealth advisory firms have reached a 
medium level of it, which can result detrimental to more than half (56%) of the net income. 

Digital implementation is going to increase in importance in the near future, as high 
net worth individuals are increasingly embracing new FinTech offerings, including 
automated advice platforms and peer-to-peer open investment communities. Overall, demand 



 18 

for automated advisory services has shot up from a bit less than 50% last year (48.6%) to 
66.9% in 2016; in only 12 months, demand for these services in Latin America augmented by 
77.2%. 

At the same time, there is an increasingly number of FinTechs that provide services 
integrated with technology through the whole financial services value chain (from the very 
beginning of prospecting new clients to giving advice activity). Fostering collaboration with 
FinTechs can help firms attain digital success and thus impacting positively their profit flow.  

 
 

1. 3 Latin American Investors - Portfolio Allocation 
 
Latin American high net worth investors have been traditionally characterized by 

low appetite for risk.  
As a matter of facts, as of 2013 cash, fixed income, and real estate represent 

approximately 76 % of their portfolios. This was due especially to high interest rates coming 
from local investment solutions and the apparent safety of local fixed income investment. 
This refrained of course the interest towards foreign equities and other types of investments 
which are usually characterized by higher levels of volatility. Investments in equities and 
alternatives contribute to the remaining quarter of the portfolios. 

 
More recently, an opposite trend is gradually taking over. To the economic 

transformation of the last decades, disappointing local market returns (local investors had 
long been used to high interest rates and domestic investments that often performed 
significantly better on a risk-adjusted basis than overseas ones) sum up to result in an 
increasingly interest towards international diversification and alternatives in order to reach 
their investment objectives (both in terms of wealth growth and of capital preservation). 
Moreover, the increasing interconnection of Latin America with the rest of the world, the 
adaptation to international standards and regulations and the recent technology developments 
provide investors with easier access to the international markets. As mentioned above, also a 
younger generation of investors is one of the causes for a shift in investment destinations and 
risk level. Proves of this change is that, from 2013 to 2014, the share of investments in local 
assets decreased from 76% to 67% of the entire portfolios.  

 
There is no clear preference in terms of type of alternative investment, as this 

depends on the country, on the level of sophistication and technical knowledge of each 
investor, which in turn depends on social, educational as well as economic reasons. An 
example is Chile, whose investors, considered more open and with greater financial and 
investment experience, have often allocated a more significant portion of their capital into 
riskier asset classes. At the opposite side there is Mexico, where High Net Worth Individuals 
tend to be more conservative.  

 
According to Capgemini 2016 World Wealth Report, as far as the first quarter of 

2016, Latin American investors’ portfolios were allocated according to the following:  
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17.1% in equities, 21.7% in cash and cash equivalents, 21.9% in real estate, 20.3% 
in fixed income and 18.9% in alternative investment.  

This last category, which includes structured products (SP) derivatives, hedge funds, 
foreign currency, commodities and private equity makes up the second smallest category of 
the portfolio. However, in comparison to the other regions of the world (North America, 
Asia-Pacific, Japan, Europe and MEA) Latin America scores first for this asset group. In 
particular, within the category of alternative investments, Capgemini estimates that over a 
market of USD 1,373 billion sold in structured products, USD 137 billion are attributed to 
Latin American investors.  
 
Structured Products  

Structured products, also called structured notes, are tailor-made investment 
solutions built on certain underlings that can be related to equity, bonds, interest rates, ETFs, 
indices, FX, commodities, hedge funds etc. Per se, they are passive investment as their return 
depends on the performance of the underlying asset. There are mainly 4 categories of 
structured products, depending on the percentage of capital that is protected. In order of risk, 
there are capital guaranteed products, that protect 100% of the capital invested unless there is 
a credit event of the issuing entity (the investment bank), then there are products “coupon and 
protection”, that is products that provide a certain level of protection of the capital (to give an 
example, a product built on a certain stock, will protect 100% of the capital invested up to a 
fall of the stock, at maturity or during the life of the product, of 30%) while at the same time 
providing a fixed coupon that is proportional to the level of protection and risk. The third 
category is “participation products”, that is solutions that allow to participate in the rising in 
price of the underlying (which will be not fixed, as it was the coupon in the second category), 
and that still allows a certain degree of protection of the capital. The last typology of 
structured products is the leveraged products, that provide a 2x, 3x leverage on the 
performance of the underlying, being this positive or negative. These are the riskiest products 
as they offer a small percentage of capital protection (limited to the “stop loss” barrier), and 
as they give, in a negative scenario, a leveraged negative return.  

 
The sale of structured products began in the last two decades of the twentieth 

century; however, for several years, mainly institutional investors were interested in those 
products. Generally speaking, the market of structured products is currently much more 
developed in Europe than in the United States, probably due to the fact that they represent a 
relatively safe form of investment solutions. These products are offered both on the stock 
market and, more often, by banks. In case of certain complex structured products, there is no 
access to any statistical data that reflects the state of the market development. On the website 
structuredretailproducts.com database there are currently information on the structured 
products market of 19 European countries. The market of the structured products was very 
strongly impacted by the financial crisis of 2008 – 2009. After having reached a maximum 
volume of sales in 2007 (250 billion euros only in Europe), the volume of this kind of 
investment dropped by more than a half (110 billion euros in 2015).  

In 2012, over one million structured products were issued and sold to retail 
investors. According to the data, most of the products were equity-linked (60%) and interest-



 20 

rate linked (25%). The lowering of interest rates in most of the European countries and in the 
U.S. led to a search for investment solutions characterized by higher profitability than the one 
offered by bank deposits. As a matter of facts, one of the most recently observed behavior is 
the moving away from a 100% capital guaranteed investment to riskier ones; however, a 
certain level of capital protection can still be observed in most of structured products sold.  

 
The main investment banks in the market nowadays all offer structured solutions to 

institutional and retail investors. Investment banks have very complex structures that do not 
allow them to be flexible enough to focus on investors that buy small size structured notes. 
The biggest investment banks such as Morgan Stanley and Goldman Sachs for example, do 
not sell products for less than USD 500,000, or even USD 1M, depending on the type of note. 
Therefore, they focus on institutional investors that can guarantee them a certain flow of 
investment. 

 
Several players participate in the value chain of the structured products: the issuing 

bank, or the providers, the wealth manager or the buyer, the High Net Worth Individual, or 
final client, the custodian bank of the high net worth individual, and sometimes some broker 
dealer, which acts as an intermediary between the custodian bank of the final client and the 
wealth manager. In order to be able to buy a structured note, a wealth management firm has 
to provide some documents and to pass a compliance approval. Usually a wealth 
management firm is opened with one or more providers, or issuing bank, according to its size 
in terms of flow and according to other issues related to compliance, country of origin 
constraints, structure and organizational complexity of the firm, etc… However, only 
institutional private banks are opened with more than 2 or 3 issuing banks; independent 
wealth advisors are too small in terms of flow to open a direct line with the providers, or their 
limited structure doesn’t allow them to do that. 

 
Structured products are built, issued and sold by investment banks to private banks, 

wealth managers, external asset managers, family offices etc who then allocate these products 
in the portfolios of their clients. It is very rare that a bank sells structured notes directly to a 
high net worth individual. This is due to compliance reasons, and to the higher flow of AuM 
that wealth management firms can bring with respect to a single investor, and therefore, 
higher profit for the issuing bank. When a note is sold, the custodian bank of the final client 
makes the settlement operations with the issuer bank: at the moment of the delivery versus 
payment (DVP) the custodian bank pays the issuer while at the same time receiving the note 
in its balances. All this process is regulated by clearing house entities such as Euroclear or 
Clearstream.  

The profit for the issuing institutions come from the difference between the final 
price that the final client pays for the note (usually a full price of 100%), and the issuing price 
(that is the result of issuing costs, risks associated to the note, maturity of the note, liquidity, 
etc…) 
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1. 4 Creating a new company 
 
MPFS (MP Financial Services) was founded in the year 2013 by three former 

employees of ABP, a Swiss-based bank with main headquarters in London, Geneve, and 
Paris. At the time of the foundation of MPFS, two of the founders were working at the Paris 
headquarters and this is why they decided to establish their company there. 

Once overcame all the bureaucratic process (which took almost 6 months), the next 
step was getting contacts with investment issuers that will provide MPFS with the investment 
solutions that they would then distribute to their client, the wealth managers. By presenting a 
very good and promising business plan, the first banks MPFS got to open the line with were 
of course those where the partners had previously worked for. After that, lines with French 
and Brazilian investment banks were opened such as BNP Paribas, Natixis, Exane and Safra; 
This came quite naturally because of the origin and language of the partners: Bob was French 
and Tom was Brazilian. After having opened direct line with the first 7 banks, it was easier to 
get to open a direct line with the following	ones. Lately in facts, MPFS opened direct lines 
with bigger banks such as Goldman Sachs, Morgan Stanley, Deutsche Bank and others.  

The Know-Your-Customer (KYC) process with banks, was not an easy one: even 
though the team had a license of brokers in France, quite several years of experience in the 
industry, acquaintances in almost all the banks and also already had their own clients, it was a 
long and bureaucratic process that involved several travels to London, New York etc... 

The process in total took some months before MPFS had established agreements 
with a number of issuers enough to start its own operations according to the business model. 
Nowadays MPFS has direct line with more than 20 investment banks. The process is still 
ongoing, of course, as they plan to open with a lot more in the future.  

Some of the banks they are currently opened with are BNP Paribas, Société 
Générale, Commerzbank, Goldman Sachs, Morgan Stanley, Natixis, Exane, Julius Baer, 
HSBC, Investec, Credit Suisse, UBS, Citigroup, Safra (Cayman Branch), Safra Sarasin, 
BBVA, Unicredit Bank.    

 
Bob was the very first founder of the company, the one to first conceive a new 

business model. When he started thinking about creating MPFS, he thought that he would 
have preferred to have some partners to start with, both for a question of diversification of 
risk but also because he knew some very good professional experts in the sector that could 
bring considerable value to the venture. 

He thought that his colleagues and friends Tom, a Brazilian sales covering Latin 
America since more than 12 years, who was a very efficient and knowledgeable sales, who 
spoke several languages and had several acquaintances in the industry, and Harry, a German 
financial engineer with a passion for finance, could be the right people he could start his 
project with.  

One day in June 2013 he went to Tom’s office in ABP and asked him if he wanted 
to go out for a beer together that night after work. He knew that Tom did not like too much 
his job in ABP therefore he felt it was a good moment to tell his friend and colleague about 
what he had in mind. This is what Tom said in front of a beer after Bob had explained him his 
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project “Man, if you really want to do it, I am in. I absolutely like the idea, and I believe it 
can work. I don’t see much future in investment banks, neither for us as employees nor about 
what they will be able to offer in the future. They are becoming less flexible and too full of 
bureaucracy. It takes ages to onboard a new client. The world is moving towards more 
dynamism, and this is what we will be able to provide to our clients if we get to do what you 
are just telling me. I think it is a great idea. We could get a brokerage license and open an 
S.A., (Société Anonyme) in Paris. 

 It would be good to join together with someone else though, not only because it 
would be less expensive at the beginning, but it would also be good to have another partner, 
maybe with a slightly different background than ours, that could add ideas and values by 
using different perspectives”.  

The two immediately thought about Harry, their friend from ABP, who was now 
working in London. They thought he would be the kind of partner that would fit their plan. 
They needed someone to help them in their commercial activity, other than someone to share 
the risk and the investment effort with. Harry was not a sales person but a very smart 
financial engineer with several contacts in various investment banks: the kind of person they 
needed to open direct lines with the issuers and that could back up them in their sales work.  

They decided to call him together that same night; Harry’s answer was that he had to 
think about it and that he first needed to discuss it face to face. This was typical of him: he 
was not an impulsive person, as opposed to his friend Bob. Harry had a very good job in 
London and had just moved together with Kate, his British girlfriend, therefore he was not 
planning to go live somewhere else for the moment. However, he thought it was a good 
excuse to go visit his friends in Paris for a weekend.   

The visit in the end turned out into a real moving: during the weekend the three 
friends discussed intensively about all the advantages and risks of the venture they had in 
mind. In the end, Harry was convinced that the idea they had could have worked; moreover, 
he and his girlfriend fell in love with Paris: it was therefore not too hard for them to decide to 
leave London and start a new adventure.  

It was July 2013 and MPFS was just born.  From that moment on, Bob, Tom and 
Harry began all the organization and processes necessary to establish the company and 
finally, once obtained all the permissions to work, they quit their respective jobs and started 
their activity in January	of the next year.  

At the beginning they decided to open up business lines with just a few banks, in 
order to see the actual feasibility of the business model and above all in order to start making 
some profit that could allow funding the growth of the company further. Initially they were 
selling products only to those clients that had followed them from ABP. They were still 
offering them the high service they provided before, but from different issuers. For the first 6 
months, Bob and Tom were the only sales persons in the company. Together with Harry, they 
hired a compliance officer and secretary who was working for KPMG in Paris, plus a junior 
intern in support of the daily sales activities. By doing this they made sure they kept their 
costs low while making profit to push growth for the next semester. Even though they had 
incurred in important investments to start up their activity, they didn’t want to ask for any 
loan to implement their strategy: they thought the initial growth would be feasible by 
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minimizing costs and exploiting the resources they already had. This plan worked quite well 
as in June 2014, 6 months after the starting of the activity, they hired another sales person, 
who was coming from ABP too. Following this, when the “machine” started to work as 
planned, they began to look for more sales force that could help them in their expansion plan.    

Nowadays MPFS is composed of 13 people, (of which 7 are sales persons), and 
plans to hire more. From covering only Latin America, they recently started covering 
Switzerland, Italy and Germany, and they are currently looking for sales force to cover 
Russian-speaking countries. In order to attract the best talents from a well-recognized 
investment bank, the company was offering a percentage of the entire PnL to the sales higher 
than the average 5% of most of the investment banks. Furthermore, every sales person had 
the bonus corresponding to his/her level of sales and it was not related to his position in the 
company (junior, senior, etc.). Moreover, in order to retain them in the long run, a sense of 
familiarity and belonging was felt in the company, fact that was also transmitted to the selling 
style and relationship with each sales’ client. The number of clients has multiplied: from 4 
clients that had followed Tom and 5 that had followed Bob, the company has now more than 
90 accounts which are active in buying and allocating structured products in the portfolios 
they manage.  

 
 
1. 5 MPFS – the concept 
 

MPFS is a financial boutique located in Paris that distributes investment solutions, 
more specifically structured products, to independent wealth managers with a focus on Latin 
American countries6.  

The founder, Bob, had more than 15 years of experience in the LatAm structured 
products department of several investment banks such as ABP and others. During his career 
he had noticed that the clients he used to work with were usually institutional clients or big 
wealth management companies that had the organizational and financial resources that let 
them be an easy target for investment banks. He noticed that, however, there was a countless 
amount of smaller, independent wealth managers that didn’t have enough financial 
availability or visibility to be an interesting customer for banks. However, all these smaller 
independent managers summed up, counted for a market which offered a huge potential in 
terms of investment flow.  

This was especially true in Latin America. Since it was an “emerging” region, the 
asset management industry was still not developed as in more “advanced” regions such as for 
example the United States or Europe; moreover, the middle class was in continuous growth, 
which made foresee a fast-growing financial sector in this region: investment banks, by 
focusing only on big institutional clients with international scope were missing a big 
opportunity.  

 

                                                
6	Since the products MPFS deals with are usually issued in USD, EUR, CHF or GBP, MPFS targets clients that 
manage offshore accounts. As a second option, MPFS can deal with clients whose clients accounts are onshore 
but denominated in foreign currencies.	
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Furthermore, Bob realized that the only investment solutions he could provide to his 
clients were those provided by the bank he was working for. If a bank was good in offering 
equity solutions, but his client was looking for a credit-linked investment, the client had two 
options: referring to another bank in order to have a good credit investment (which was not 
always straightforward given the amount of bureaucratic and compliance procedures before a 
potential client could open a direct line with a bank to buy financial solutions from them) or 
accepting an investment which was not the best, nor the cheapest in the market.  

This intuition, when confirmed by several of his clients in Argentina and other parts 
of Latin America, made him decide it was time to rethink the strategy this industry works and 
offer his clients new (investment) solutions. In order to do this, he conceived a new business 
model, that could satisfy all the players in the value chain of structured products market: the 
providers (issuer banks) and the final clients (wealth managers and private bankers); By 
rethinking the value chain, he could serve the innumerable independent wealth managers that 
couldn’t otherwise be served by investment banks and was able to provide to these clients 
whatever investment option they were looking for. 

Bob conceived a win-win business model that allows banks, final clients and 
intermediaries like MPFS to benefit. 

 
Here is how he did.  
 

 
1. 6 The Business Model 

 
MPFS achieved this purpose and opened up a blue ocean of opportunity that is now 

being extremely successful and is already attracting various possible competitors. It did so by 
applying not the classic strategic methods managers look at when trying to gain “market 
share” in an industry space that is already contested by several competitors, but by creating 
an “uncontested market space” of opportunity according to what is defined by W. Chan Kim 
and Renée Mauborgne in their Blue Ocean Strategy Theory.  

 
First of all, MPFS doesn’t focus on rivals (investment banks) trying to gain market 

share against them, instead it makes them its business providers and partners:  MPFS has 
direct business line with more than 20 worldwide investment grade banks with which it co-
works on a daily basis.  This allows the company to offer its clients the best investment 
solutions available on the market, and at the best price. Secondly, but not less important, 
MPFS focuses on the huge number of small clients that would not otherwise be reached by 
big investment banks; because of their small size, in facts, independent financial advisors are 
often seen as a not very interesting customers for banks since they require time, in exchange 
of a profit that is much smaller than the one coming from working with institutional wealth 
management companies. From no or very few investment providers that these smaller, 
independent wealth managers had before, MPFS now offers them an entire array of banks 
and investment solutions they can choose from. It has created a new market space within an 
industry that is more and more consolidated and that will most likely follow this same pattern 
in the future.  
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MPFS doesn’t issue the structured products that it sells to its clients. Not being a 

bank, it can only distribute them and act as an intermediary between the bank and the wealth 
managers. MPFS, on the other hand, can structure the notes according to the client 
preferences and investment objectives, in a “tailor-made” manner. Once the perfect product 
has been built, MPFS asks for a trading price to the banks and closes the trade with the one 
that offers the lowest price. Once the trade is confirmed with the client and with the bank, the 
note is issued by the investment bank. The DVP (Delivery Versus Payment), will be then 
made between the issuing bank and the custodian bank of the final client of the wealth 
manager.  

 
MPFS’s revenues come from the difference between the issuing price and the reoffer 

that is passes to its clients, while the final client (the HNW Individual), pays the note at a full 
price (generally 100%). By collaborating directly with issuing banks, instead, clients of 
MPFS would get a reoffer higher reoffer and therefore a lower margin. Thanks to the 
bargaining power that MPFS has towards the issuing banks they can gain more.  

As far as the sales of a product on the secondary market is concerned, instead, MPFS 
doesn’t get any economic advantage: they just advice the wealth manager on the fairness of 
the price and in case they bargain a better, fairer price with the issuer, all this as a “post-
purchase” service.  

An important advantage of this business model is that neither the note, and 
especially nor the cash invested passes through MPFS during the DVP process. This 
alleviates the company from a lot of risks and costs associated to managing third party’s 
money, thus also simplifying considerably the compliance requirements. Although MPFS is 
not alleviated by the reputational risks connected to the final investor compliance with 
international standards and procedures, it is exonerated by any legal responsibility or 
accountability if its direct client (the wealth manager) complies with the rules.  
 

MPFS can focus on small, independent financial advisors by keeping its 
organizational structure simple and flexible, which also allows keeping its costs lower.  

MPFS’s few employees (now 18) take a 360 degrees’ attention to the small 
independent advisors they serve, thus making them satisfied of the service received, and 
therefore willing to make further investment decisions in partnership with MPFS. 

By focusing on this new “ocean” of customers, MPFS creates a win-win situation 
thanks to which itself, its clients but also investment banks benefit.  

 
In addition to that, MPFS offers a wider scope of products that can help its 

customers to feel fully satisfied. For example, it offers its clients an online platform with 
personal access where each financial advisor can see in a consolidated, but very detailed 
manner, all the structured products he/she has invested in for his/her clients. The platform 
shows all the details of the products, keeps live record of the prices and trend of the 
underlying, provides with daily news about the underlying etc., for example.  This allows 
customers (the independent wealth managers) to save a huge amount of time by simply 
logging in onto this platform without having to check manually all the details through boring 
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and confusing official documentation of the banks. The platform, called Digital Solutions, 
has been enjoying a lot of success thanks to its user friendliness and effective usefulness it 
provides, and clients inform MPFS with feedbacks about how happy they are with it. Even 
though it took almost 2 years of work to develop such a platform, there is still a long way to 
go as MPFS is thinking of adding more and more features to it.  

 
During the last MPFS’s Christmas dinner, an animated discussion between Bob and 

Jack and Alice, two former investment banks employees, began.  
 
“So guys, it has already been one year that you joined the team, now for sure you 

have made up your mind about MPFS, its pros and cons and the opportunity it offers. Do you 
guys think it was a good choice to leave a big investment bank?” 

 
Alice, who was usually the one that most talked in the company, replied before:  
“Yes Bob of course, me I am super happy of the choice I took. What I really like 

about MPFS with respect to my previous company is the higher flexibility that we have. 
Being it a much smaller company, with almost no hierarchy, allows taking decisions much 
faster. This has consequences on our clients, of course, who see a quick, efficient and high 
quality service from our side. Also in terms of compliance, MPFS seeks to require the strictly 
necessary documents for approval, without bothering the client too much with bureaucratic 
details that could go to the detriment of the personal relationship sales-client and thus of 
future investments activity. I hated this part when I was working in investment bank”  

Jack replied to this: “I agree with Alice, but this is especially true because of the 
kind of client we deal with. In my previous job we used to deal with much more complex, 
institutionalized parties, that also managed a higher AuM than what MPFS’s clients do.. 
Therefore, the compliance part was naturally much more of a burden, there were infinite 
documents to ask etc..  

Something I personally like very much, which is maybe the reason why I decided to 
come to MPFS, is the “friendship” relationship that you create with your own client. It is not 
only a mere, almost automatic offer of investment solutions like in a bank where only 
numbers counted, it is a real relationship where personality and feeling with the other person 
play a major role. Trust in your technical skills but also in you as a person count as much as 
the profit. This aspect of the job gives me a lot of satisfaction, and I am convinced – this was 
confirmed to me by some clients of mine – that they think the same.” 

“I agree with you Jack” Alice continues “and also, I think our way of doing 
business perfectly matches with the Latin American spirit of our clients, and especially those 
who are smaller and independent. We provide high quality, technical service, plus an 
incredibly efficient structured products aggregator platform, but at the same time we are 
friendly and relaxed to our clients; we speak their same language, we visit them every two 
months in their home country. I think this is an added value that MPFS offers with respect to 
big investment banks.” 

Jack went on: “Another aspect that is worth saying: I am stunned by the bargaining 
power that MPFS has with the issuers: they know that each time we ask for a price we do that 
with several of them, they know we put them in competition and thus they offer us the 
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products at a very good price. I am impressed by how, even though we also get our margin 
on each trade, our clients can still get a more convenient price than the one they could if they 
asked directly to the bank” 

“Personally I am really impressed by the kind of business model we have” said 
Alice “it is this that has attracted me the most to MPFS at the beginning. It is something I 
had never thought of before, and I find great difficulty in finding similarities with other 
companies. We work in a different manner than all the other providers do, we deal with 
different clients, we have direct contacts with most of the highest recognized banks, that’s 
why we don’t have competitors so far…. The fact that we are grabbing a space in the market 
that nobody has targeted before represents a huge opportunity for us”. 

Jack connected to Alice’s last sentence: “It’s true. I think investment banks are 
missing a big potential: more and more independent wealth and external asset managers are 
being created. The total wealth that they manage is huge, and banks simply don’t care about 
this because of size and compliance issues. It is true that MPFS doesn’t have a bank license 
that allows to issue our own products, which forces us to depend on the issuer banks, but its 
flexibility, low costs, and relationship that establishes with its clients are a plus for us; 
moreover, we shouldn’t forget Digital Solutions. I don’t know why banks haven’t thought 
about it before: I have some big clients opened directly with issuers that want to collaborate 
with us only because of the platform. They say it saves them 3 - 4 hours of work per week.  

 I think MPFS is going towards the right direction and shall keep on like this; 
grabbing this unexplored opportunity, offer its clients added, improved value and providing 
them with services that will make them loyal. If another company tries to copy our business 
model, it will be too late for them as we will already be ahead of what we are nowadays”. 

“You know guys” added Bob, “some months ago my client Julio told me about a new 
theory in the management field which he thinks can be compared to the business model of 
MPFS. I still haven’t had the time to investigate about it but maybe since you guys are fresh 
from school – at least fresher than I am – you have heard of it. It should be called ‘Blue 
Ocean Strategy’.  

“Of course I have heard of it”, said Alice, “I had some classes about it during my 
strategic management course at University”. “If I remember correctly, this strategy says that 
a company doesn’t need to compete against competitors, it can instead create its own market 
space where there are no competitors, so that it can create its own rules of the game within 
the industry, and therefore charging the price it desires without thinking too much about the 
costs. The company doesn’t have to invent a new industry, but rather offer different solutions 
and value to the potential customers that other companies still not do. It can do that by 
creating a new concept, by focusing on different clients, or by thinking of a new business 
model for example, like MPFS is doing. So Julio could be right, Bob. 

Anyway, I remember the theory was more complex than just this. I should maybe 
find some papers about it… It would be very cool to find out to be working for a company 
that is an example of ‘Blue Ocean’, and in the financial industry! I will definitely look for my 
old notes and investigate whether MPFS can be considered an example of Blue Ocean”. 
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Part 2: Appendix to the Case  
 
 
Real Cases of Blue Oceans  

 
The most cited example of Blue Ocean is the one of Cirque du Soleil. The Canadian 

company got to outstand and profit greatly in an industry that was already “declining”. The 
circus industry was not attracting new customers, and was having troubles in retaining the 
already existing ones. Other forms of entertainment like cinemas, television or sports events 
were easily substituting the interest for circus, and plus the growing concern for animal rights 
was making this kind of entertainment less and less appealing. 

Moreover, companies in this industry incurred in enormous expenses to maintain the 
animals and the equipment, not to talk about the salaries and the cost of attracting the best 
talents (acrobats, entertainers etc..) to work for them.   

It comes with no surprise that in this industry, an analysis done using traditional 
strategic practices would predict very limited growth potential.  

Despite this, Cirque du Soleil has been very skillful in rethinking this industry and 
re-attracting a number of customers: not only the typical customers to this kind of industry, 
but also new kind of customers that were previously not considered as a good target.  

Cirque du Soleil completely re-thought what was considered an unattractive industry 
by altering the factors that could deliver value to its customers. By analyzing how was the 
current industry and what it was offering, Cirque du Soleil eliminated some of the most 
common aspects of the sector and offered different ones. It started providing non circus 
factors, elements that had more intellectual nuance or that were close to a theater, like a 
storyline, music, colors, “actors” etc . Moreover, they eliminated the elements of the animal 
from their shows, which was not anymore a reason of attraction and also represented the 
highest cost component.   

This way, not only did they increase the number of customers but also attracted 
those who were previously considered as non-customers, like adults and businessmen that 
were willing to pay a higher price for their shows. 

Cirque du Soleil is a clear example of a company that gets to pursue both the 
strategy of differentiation and cost-leadership: by providing more “intellectual” elements, 
Cirque du Soleil could raise the price of the tickets considerably and thus scale up its 
revenues, while at the same time, by eliminating costs elements such as animals and 
expensive super stars it could significantly lighten its cost structure.  

 
The image below is the strategy canvas retrieved from the blue ocean book by Kim 

and Mauborgne. It shows the difference in offering level between Cirque du Soleil and its 
main “competitor” Ringling Bros and Barnum & Bailey. The strategy canvas is a tool that is 
widely used in support to the Blue Ocean Theory. The main purpose of this tool is to help 
capturing the current state of play in the “known” market space, which allows a blue ocean 
thinker to understand where the industry is currently investing, where the industry players 
currently compete on and what customers receive from the existing competitive offerings on 
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the market. It is a useful tool that gives a comprehensive overview of where one should focus 
in order to enter a blue ocean.  

 

 
Strategy Canvas of Cirque du Soleil VS Strategy Canvas of Ringling Bros and Barnum & Bailey, the main player 

in the classical circus industry  
 
 
Another resounding example of Blue Ocean is the one of iTunes. 
In the late ‘90s Apple was observing the huge flow of illegal music that was being 

downloaded (in 2003 more than two billion illegal music files were being traded every 
month). 

The recording industry couldn’t fight against the cannibalization of physical CDs, 
and the digital music download illegally continued to grow. 

The fact that illegal downloading was free, against an average price of $19 for a 
classical CD, made it clear where the trend of the industry was going towards. Moreover, this 
trend was underlined by the growing demand for MP3 players that could play music in 
mobility.  

Apple grabbed this opportunity and created, in collaboration with five of the main 
music industry names – EMI Group, Sony, Warner Bros Records, BMG and Universal Music 
Group – the first system to legally and easily download digital music.  

iTunes allowed customers to choose among millions of songs, to listen to them for 
thirty seconds of trial and to purchase them for only $0.99. By allowing customers to buy 
single songs at a much more reasonable price, Apple solved also a key factor of irritation for 
customers, that is the need to buy an entire CD while they wanted to listen to only a very few 
of them. 

Key factors of success for iTunes were the vast range of songs available to purchase, 
the intuitiveness to navigate and search for a song, and additional services such as “free 
downloading” that Apple decided to have for some songs, the high quality sound of the music 
(often - in the illegal downloading industry - in order to save space, most people burnt CDs, 
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which made the sound quality low and therefore actually limited the scope of songs available 
to download and effectively enjoy). Other features such as playlists with suggestions of songs 
for any occasion or according to different parameters, attracted a huge number of customers 
both from those who were buying music illegally and from those who used to purchase CDs 
at a much higher price (iTunes offered entire albums at $9.99) 

With all these customers “flocking” to iTunes, Apple encountered a solution that 
made all the players of the industry – recording houses, artists and buyers – win. 

 
Blue Oceans strategies have always existed; even though it has been put in the 

management theory only recently, it is not a brand new concept. Just think of Ford with the 
T-model. Before that, cars were a tailor-made luxury, not accessible to the greater majority of 
people. Nobody, before Ford, had thought of a car that was affordable to the mass. The 
success of the T-model and the skill of Ford to rethink the industry and profit from a new 
market space that he had created are known to everybody.  

 
 

 
 

Exhibit 1: Breakdown of NHW Financial Assets (by region), Q1 2016 
 

 
 

Source: Capgemini Global HNW Insights Survey 2016 
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Exhibit 2: High Net Worth Individuals Split – difference from 1996 and 2015 
 

 
Source: Capgemini Global HNW Insights Survey 2016 

 
 
 
 
 
Exhibit 3: Breakdown of Structured Products Exposure ($BN) 
 
 
 

 
 

Source: Capgemini, RBC Wealth Management, Scorpio Partnership Global HNW Insights Survey 2013 
and 2014 
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Exhibit 4: Six Path Strategy according to Kim and Mauborgne: Main strategic thinking 
differences between Red Oceans and blue Oceans 

 
 

 
 

Source: W.Chan Kim & Renee Mauborgne (2015), Blue Ocean Strategy 
 
 

 
Exhibit 5: Value Innovation: the simultaneous pursuit of differentiation and cost-leadership 
 

 
 
Source: W.Chan Kim & Renee Mauborgne (2015), Blue Ocean Strategy 
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Part 3: Teaching Notes 
 
3. 1 Outline 
 

The case is meant to give students the tools and the arguments to reason on the Blue 
Ocean Strategy theory. A real case of an innovative business model, MPFS, is described, 
together with the context of the industry where it is inserted. Recognized examples of Blue 
Oceans are also provided so that students can compare them to the case of MPFS. Given the 
tools provided, students should be able to discuss whether MPFS can be considered as an 
example of Blue Ocean or not. 

 
Although the case does not provide financial data of the company itself, students 

should analyze those that are given about the structured products industry, about the 
economic development and current situation of Latin America and its related wealth 
management sector to establish the feasibility of a business model like MPFS.  

 
Throughout the reading of the case, students will learn what alternative investments 

and in particular structured products are, how they are built, issued and distributed. They will 
get insights on a particular branch of finance, that is wealth management, and particularly the 
one developed in Latin America.  
 
 
 
 
3. 2 Teaching Objectives  

 
The case may be used in an advanced strategy course and in particular in the session 

“Blue Ocean Strategy Theory”. Students should already be familiar with traditional strategic 
management tools that they have learnt in previous courses on the subject. During the class 
discussion, students should first make emerge the main differences between “red” and “blue” 
ocean strategies, then they should analyze the case in light of the new tools learnt and provide 
opinions about the feasibility of the new business model from a mere theoretical and strategic 
point of view. 

 
The case could also be used in an advanced finance course, and especially in a 

“Derivatives” or “Alternative Investments” session. Through the case students can get closer 
to structured products, and can apply on them what they have previously learnt on options 
and other derivatives. Moreover, the case can be used to give students a more practical 
approach to finance, by analyzing how this alternative kind of investments are issued, 
distributed by the various players of the industry and allocated within investors’ portfolios. 
The case can also be used in a “Portfolio Management” or “Wealth Management and Private 
Banking” sessions.  
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Moreover, the case also provides insights on the how the financial industry has 

evolved after the global financial crisis (GFC), especially in terms of regulation, international 
interrelation and overturning of the economic countries-specific situations and the effects that 
this had on international economic equilibria. The case can therefore be used in a course on 
“Recent Economic History”, as well as in a course on “Emerging Markets Economics”. 
 

More specific teaching objectives can be related to:  
 

• Learning what Blue Ocean theory is. Getting to know its main concepts and tools.  
• Distinguishing Blue Ocean tools from Red Oceans ones and making the exercise of 

looking beyond the industries assumptions and given boundaries to conceive market 
spaces that are not yet explored.  

• Reflecting on Blue Ocean Strategy and apply it to the financial services industry. 
• Analyzing the investment banking sector within the structured products industry. 
• Comparing the advantages and disadvantages of investment banks with respect to an 

intermediary firm. 
• Learning about the wealth management industry and its recent developments, with a 

special focus of asset management practices and trends in Latin America. Learning 
about investors preferences according to their country of origin, education, risk 
aversion etc. 

• Understanding the implications of a more and more interconnected world.  
• Reflecting on the changing in investment objectives and needs (e.g. the increasing 

need of a digital support for both the wealth managers and the final clients) 
• Analyzing the changes of Latin America from an economic perspective and the 

implications that it has on its social class. 
 
 
3. 3 Suggested Questions for Class Discussion  
 
Here are some questions that can be useful for a class discussion. 
 

Q1: Do you agree with what Julio states at the beginning, that is that MPFS can be 
considered an example of Blue Ocean? Do you think it is a successfully viable 
business model?  

Q2: Draw the Strategy Canvas for MPFS and compare it to the one of investment 
banks.  
 
Q3: If you were the founder(s) of the company, what challenges would you have 
encountered in establishing a brand new business – model company like MPFS? 
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3. 4 Analysis  
 

Below follow suggested answers to the questions for class discussion.  
 

 
Do you agree with what Julio states, that is that MPFS can be considered an 

example of Blue Ocean? 
 
In order to discuss this question, students should read the Appendix of the case 

where examples of blue ocean are described. This will help the students get a better 
understanding of the concept and main cornerstones of the theory through real cases of well 
known successful companies. Students don’t have to arrive to a unanimous solution. As 
explained in the “teaching the case” section, students can also take different views and 
support them with grounded arguments. 
 

By first analyzing its business model, it can be easily seen that MPFS has two main 
characteristics that distinguishes it from other companies. First of all, it doesn’t have 
competitors. Instead of trying to compete against investment banks which would be quite a 
difficult task, Bob thought of making his potential competitors his providers and business 
partners. This way, not only did Bob get rid of a huge competition pressure, but also ensured 
for his company some of the best providers among those available on the market. Secondly, 
MPFS doesn’t have the same target group as issuing banks do. In facts, MPFS focuses on 
small independent wealth managers rather than institutional private banking companies. 
MPFS created, thanks to its business model, a new demand in a market space where there is 
not competition.  

The key to create blue oceans is breaking out of already defined market boundaries 
and think about strategic moves that can change conventions and deliver new value to 
customers and completely satisfy their needs without at the same time being forced to mind 
possible competitors’ actions.  Blue Ocean creators have to re-draw the value curve of the 
industry by focusing on low cost and high value differentiation. In a blue ocean, the new 
company that can establish new rules, according to its own competencies and resources.  

According to the Blue Ocean theory, in order to remain competitive in an industry, a 
company doesn’t have to focus on its competitors. Nor it has to focus on the same clients its 
competitors have. Rather, it has to focus on other client targets, in order to create a market 
space that is “uncontested”. It has to develop a business model, a product, a service that 
creates a new, previously non-existing demand. In this “blue” ocean of demand, it is the sole 
company to compete, and thus it thrives by exploiting its first mover advantage while the 
other companies keep struggling in the “red” ocean, a market space that is always more 
concentrated and where the rules of the game are already settled.  

In the “bloody” ocean where competition is the rule, companies struggle to gain 
market shares, and deliver value to their customers by choosing whether either pursuing a 
strategy of differentiation or a low cost one. In this ocean, the attention is focused on 
benchmarking against the competitors. The more companies do that, the smaller becomes the 
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scope of action within which companies can operate, thus increasing the level of competitive 
pressure and the efforts that each company has to do to achieve marginal progress. The more 
a company benchmarks and uses the conventional strategy practices, the more it will 
inevitably focus on those yardsticks and the harder it becomes to stand out among the 
competitors.  

In a blue ocean, there is no such trade-off of cost-leadership or differentiation 
strategy. By going beyond the conventional strategy practices, a blue ocean creator can offer 
improved value to its customers and simultaneously keep its costs low. By achieving this 
“Value Innovation”, the company can assure uncontested growth.  

It is a different strategic logic that creators of blue oceans follow instead of being 
stuck with the conventional approach of benchmarking competition.  

 
It would be very useful for students to use the exhibit number 4 in the Appendix 

referred to the “six path strategy” according to the authors of Blue Ocean strategy, which 
explains the main differences in strategic view between red and blue oceans. By analyzing 
each “path”, students can better go throughout the business model of MPFS and decide 
whether it is an example of Blue Ocean. If students adopt this system of analysis, the 
following could be discussed in class:   
 

Industry: Looking Across Alternative Industries. Bob, while working in other banks, 
realized that there was not only a problem of rivalry among banks, but he realized that the 
competition came also from other investments solutions he or the bank he was employed in 
couldn’t offer. Real estate was for example an investment alternative that wealth managers 
could advise to their clients, and Bob was not able to offer them. Moreover, after the crisis of 
2008 a lot of people were not trusting investment banks as much as before. The only fact of 
having a “big name” was not anymore a reason of trust. Moreover, Bob was observing how 
in other industries competitors were joining forces more and more through mergers and 
acquisitions in order to collaborate and gain market share.  
 This means Bob was not only observing what was happening within his industry but 
rather in other industries. He was not focusing on rivals, and therefore he could get to the 
solution of making them business partners.   
 

Strategic Group: Looking Across Strategic Groups within Industries. MPFS’s focus is 
not the same as the one for investment banks. MPFS doesn’t focus on institutional private 
banking companies to offer its services. It also serves these clients, but prefers to put its 
attention towards other groups that are more “strategic” for them. Independent wealth 
managers rely on the services of MPFS because of the vast range of issuers that they can 
offer and that they wouldn’t otherwise have because of their small size and because of lack of 
time to dedicate to the onboarding process required to open a direct line with several 
investment banks. Other than that, these financial advisors make use of all the services that 
MPFS offers. MPFS makes for its clients the search of the tailor-made investment solution, 
requests quotes to the issuer banks and provides them with the final result that is as closest as 
possible to what the advisor had asked for. MPFS follows each investment product in the 
secondary market and advises the clients in the eventual sales on this market. Moreover, the 



 38 

aggregator platform that MPFS provides to its clients (Digital Solutions) is a tool that makes 
save quite a lot of time to these financial managers that wouldn’t otherwise have the time to 
follow their structured products investments.  This service is given for free to clients and 
prospects with good potential. The amount of investment options given and the very limited 
time needed to analyze them, plus all the complementary services provided are features that 
MPFS’s clients value considerably. Bigger institutions, with organizational structures that 
allow them to have internal people dedicated to every step of the investment decision and 
follow-up, benefit less of all the services that MPFS offers.  
 

Scope of service offering: Looking Across Complementary Product and Service 
Offerings. As explained above, MPFS’s complementary offering such as Digital Solutions, or 
the monitoring of investment products price in the secondary market in the case of an 
eventual sales are services that independent wealth managers need for their own work and 
value extensively. They usually work for themselves, or in a very small structure of 4 - 5 
financial advisors, and therefore do not have time to monitor all their investments constantly. 
They too are occupied with the commercial side of their job, that is maintaining the 
relationship with their own clients; they are busy with meetings, with bureaucratic matters 
that are necessary and that divert time from investment analysis. They do not have a structure 
where different persons can carry out different tasks: they have to do it all by themselves. 
Therefore, an easy-to-use tool that makes them save some hours per week is of great value 
for them. 

Very often value is hidden and can be achieved and offered by providing customers 
additional features or complementary products or services that make the company’s offering 
differ and therefore be chosen among that of the competition.  
 

Functional-emotional orientation: Looking Across Functional and Emotional 
Appeal to Buyers. 

Very often what attracts a customer to a certain product or service is a mix of 
rational and emotional inputs. Other than the utility, function or purpose an offering provides, 
customers choose between the product or service of a company or that of its competitor 
because of an irrational push. Often, this is a result of how companies have performed in the 
past, what values they have offered, what needs they have satisfied. This past record often 
makes educated customers to unconsciously expect a certain result and therefore choose a 
certain company’s offerings over the one of another.  

Generally speaking, there are two categories of industries: those that accomplish 
functional desires and needs of their clients, and add a little emotional touch, and those for 
which the functionality of their product/service is moved to the background compared to the 
emotional appeal they want to transmit with their offering. Generally speaking, investment 
bank industry’s focus is pretty functional, rather than emotional. What matters the most is the 
investment, the price, the profit. In big investment banks, sales persons are quite easily 
substitutable; a smart and pleasant voice is important, a quick service is too, but as long as 
someone else can do it, to the institutional client it doesn’t really matter who the sales person 
is, if he is called Umberto or Natalia as long as they both provide a good service. MPFS and 
its sales force, instead, puts a lot of effort in building relationship with clients that are not 
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merely based on business, but that have some emotional link. With constant phone contact, 
and frequent visit to them in their own countries, MPFS sales actually end up being friends 
with their clients; this has as a result not only the retention of clients in the long term, but also 
an easier comprehension of the needs they have, therefore a faster service and more satisfying 
delivery of any solution. MPFS was actually born thanks to one of these friendship-business 
relationships. It was thanks to Julio, Bob’s best client, that MPFS had the final push to be 
created. 

 
Looking Across Time 

Looking across time is another way for blue ocean creators to enter uncontested market 
space. 

Cyclically, all the industries are influenced by external trends that transform and 
shape businesses over time. According to traditional strategic approaches, in order to improve 
its competitive position a company has to ask itself the direction towards which an industry 
will evolve, understand how to adapt to it and therefore shape its strategies in order to follow 
step by step the development of the new trend. By looking at these trends with the right 
perspective, a company can get to enter a new market space before others do it. This is 
achievable not by adapting incrementally to the new change as companies anchored in red 
oceans do, but thanks to insights about how the new trend will change value for customers 
and therefore impact the company business model. Entrepreneurs that see a market trend 
shaping itself and want to start scaling up its business since the very beginning has to think 
about what value the industry delivers and what customers will want tomorrow. They have to 
look across time so that they can rethink a new business model and shape their strategies 
accordingly.  

This is what Bob did when, after the financial crisis in 2008, he realized that a good 
name of an investment bank was not enough to gain the investors’ trust as banks were seen as 
responsible for the financial crisis. Moreover, he realized that Latin America was a market of 
huge potential but not exploited enough. He realized that the size of private banking and 
wealth management was going to grow faster and faster, following the recent economic 
development of this region. He decided he couldn’t let this occasion vanish and grabbed the 
opportunity as fast as he could. Moreover, LatAm was a region he knew quite well from his 
previous jobs: he knew the language, he knew the culture, he knew the investment habits of 
the area.  
By doing that, Bob grabbed those target of clients that have less potential according to the 
industry “rules” but that will probably represent a huge share of the market in the next future.  
 
 

In order to reply to the question whether the business is viable or not, after having 
understood and discussed the business model on a theoretical basis, students should analyze 
the data provided in the text about the economic situation, the wealth management industry, 
the portfolio asset composition of Latin American investors and the recent technological 
trends in order to assess MPFS’ feasibility.  

The data provided in the case should suggest an incredible opportunity for MPFS and 
other players that want to enter this market. The recent economic improvement of Latin 
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America and the consequent effect on the wealth level of its population, the changing 
international cooperation and interconnection as well as the advancements in terms of 
technology make believe that this is a region with a huge potential that is not completely 
exploited and is prospected to grow even further in the future.  

 
Given that, students wouldn’t be wrong in considering the following factors as 

supporting arguments to state that MPFS is going in the right direction by targeting a region 
where there is effectively a big potential: 

 
• In the last decades there has been a considerable number of regulations and reforms in 

several countries of LatAm. 
• More trust in government authorities is fostering investments in-home and abroad. 
• The GDP of countries like Brazil quadrupled from 2003 to 2013. 
• Latin America’s HNW investable assets are estimated as being USD 7.40 trillion in 

2016, a sum that corresponds to 12.6% of the worldwide total.  
• Since the early 2000s, global HNW investable assets grew by 103% while in Latin 

America it grew by 141%. 
• The average Latin American investor is richer that its global counterpart (USD 13.5 

millions VS USD 3 millions for a United States investor). 
• Latin American investors are becoming younger, more educated and less risk – 

averse. 
• Fundamental changes are being witnessed in the WM landscape. Big banks are 

moving away from the region to give space to a growing number of independent 
wealth managers, which will be able to support their business also thanks to a 
growing trend of pay-for-performance remuneration method. 

• Offshore – funds moving trends, which is quite relevant since the majority of the 
products that MPFS distributes are issued in currencies such as USD, GBP, EUR and 
CHF, but at the same time a trend of having locally established wealth advisors.  

• Increasing technological development is being demanded by HNWIs and wealth 
managers themselves.  

• Significant declining investment in local assets in the last years (from 76% in 2013 to 
67% in 2014). 

• Latin America is the region with the highest inclination to allocate alternative 
investments in their portfolio (18.9% as of 2016), which also includes structured 
products. 

• USD 137 billion of structured products between 2013 and 2014 are attributed to Latin 
American investors.  
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Draw the Strategy Canvas for MPFS and compare it to the one of investment 
banks. 

 
Here students will have to draw the strategic canvas of MPFS starting from the one of 

investments banks. The strategy canvas is a tool used by Blue Ocean creators to well identify 
and illustrate the main factors of value innovation and offering, and therefore advantage of a 
blue ocean with respect to other similar companies stuck in red oceans.  Students can use the 
one showed throughout the case to illustrate the Cirque du Soleil strategy against traditional 
circus participants. They can apply the same reasoning to the financial services industry and 
then analyze what are the main points MPFS differs and excels with respect to traditional 
bank issuers. 

The following could be a possible canvas or value curve: the factors that were taken 
into consideration were ubiquity, reputation of the firm and to what extent it is known, price, 
the specialization of the employees about structured products, risk diversification, breath of 
offering, flexibility, kind of relationship with the clients (formal, less formal, personal...), 
technology service offering. On the horizontal axis there are the factors taken into 
consideration, while on the vertical axis the level of offer for each of them to the customers.  

 
 

Value Curve of Issuing Banks (blue) vs MPFS (orange) 

 
 
 

 
Investment banks enjoy of course a very well known name that gives them also more 

credibility and a much better reputation than a small intermediary company. However, MPFS 
offers products from several of these banks, therefore, once its clients understand that it is not 
MPFS that issues the notes, that there is no risk associated to the company and most 
importantly that through it, they can get notes from the investment bank they prefer without 
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the need of having a direct line with them, they value MPFS’s offering much more. 
Therefore, although MPFS cannot enjoy a resounding name, the partners / providers it works 
with allow it to do it. 

For investment managers, prices in investment banks are theoretically lower than 
through MPFS; this comes normally because of the fact that MPFS poses itself as an 
intermediary and there is obliged to charge some fees in order to survive. Nevertheless, given 
the competition that the Parisian company poses to the banks when asking for a price, MPFS 
can provide its clients better prices than the investment bank directly. 

As far as the breath of offering is concerned, this is the core added value of MPFS: 
while an issuing banks can issue only its own products – which are therefore connected to the 
risk of the bank’s solvency –, MPFS offers the products from various banks, offering 
therefore also the choice among different risks levels.  

In terms of flexibility and “friendship” of the relation with clients, MPFS doesn’t face 
much rivalry. The small structure, the almost zero hierarchy of it makes it an incredibly 
flexible and efficient machine. Moreover, the company atmosphere is very relaxed and 
friendly. This is automatically reflected to the relationship that each sales person has with its 
own clients.  

In terms of technology offering, MPFS was the first one to conceive a platform that 
allows to aggregate structured products from different bank issuers. This was a consequent 
idea that came automatically in order to ease the organizational problems rising once a WM 
has bought several notes. 

Students here could affirm that for factors of innovation such as breath of offering, 
flexibility, personal relationship with clients and technology offerings MPFS has a non-
comparable level against investment banks and these should be the factors that make up the 
improved value innovation for which wealth managers work with MPFS.   

  
 

If you were the founder(s) of the company, what challenges would you have 
encountered in establishing a brand new business – model company like MPFS? 

 
In order to answer this question, one suggestion is that students still refer to Blue 

Oceans strategy concepts in comparison to what they already know from previous strategic 
and management course. Here as well, there is no wrong or correct answer.  

Some possible discussions could be:  
 
Bob thought that his intuition was great: grabbing a huge market like Latin America, 

in collaboration with the main investment banks worldwide, without any competitors so far... 
But several obstacles were prospecting in from of him: other than the risk of leaving a very 
good job and the stress about the consequences that this can have on him, his family, and his 
future plans, he had to think on how to actually turn the idea, no matter how brilliant, into 
practice. Even though they were three partners, they didn’t have a model to look at in order to 
bring things into practice. It was a completely new kind of business that no – one had ever 
done before.  
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First of all, there were legal and political obstacles to overcome, both from the 
supply-side and from the buy-side. A compliance officer who knew the French rules and 
legislation was therefore of great help while the sales were doing their activity. It was 
absolutely necessary to understand what were the requirements that banks asked to potential 
clients, for example, but also to understand what kind of contracts needed to be pledged 
between MPFS and the clients in Latin America, in Switzerland, or in Europe. Political 
obstacles also had to be considered; MPFS has to carefully consider all the possible issues 
related to the political current situation or future changes before starting to work with clients 
coming from countries such as Russia, for example.  

Another challenge that MPFS encountered at the beginning was the resources 
constraints. Apart from human resources that they could hire quite quickly, they needed 
financial resources. They had in fact incurred in several expenses such as the constitution of 
the company, the broker license, the rent of the office (quite expensive in Paris), equipment 
such as Bloomberg terminals etc. Moreover, they were planning several travels to London, 
Hong Kong and New York in order to open the relationship with the issuing banks. As 
mentioned throughout the case, deciding to leave their job and launching themselves in this 
venture was an important step for the three partners and their families. Thinking according to 
a blue ocean perspective, there is no need to struggle to get more resources as it is easier to 
enhance the value of the ones they already had. This is what MPFS did at the beginning: for 
the first six months they didn’t hire anyone to limit costs. The profit produced was reused 
later to start growing the company. This goes perfectly in line with the decision, for example, 
of not asking for any loan to finance their activity.  

Other than legal and financial challenges, there had to get the agreements with the 
issuer banks. It was not only a matter of compliance with the requirements given by the 
banks, but also a matter of explaining the idea to the banks and convince them to start a KYC 
process with a new company like MPFS. As suggested from the case, the limited flexibility 
of banks didn’t allow them to open accounts that were not complying with the all their 
requirements, both in terms of legal requirements but especially in terms of financial 
requirements. Banks could not afford to waste money and time on a company that didn’t 
prospect a considerable level of future profit, and therefore MPFS had to convince banks of 
the feasibility of their plan. This was done for example by presenting a good business plan; 
another strategy to achieve this was the one of opening lines with those banks for which the 
partners had worked before and where they therefore had a lot of personal connections. After 
opening direct lines with the first banks, it was easier to get to agreements with the next ones. 

Another challange that probably Bob had to overcome was the alignment of values 
and perspectives with his business partners initially and with the rest of the team afterwards. 
Even though everybody agreed on the big picture, it was rare that the three partners all agreed 
on how to do the next step; moreover, every step had to be approved by the compliance 
officer. Hours and hours of meetings were necessary each week to discuss every possible 
detail in order to get to a shared vision from everybody. All these meetings were of course 
time not dedicated to the main work activity of MPFS: sale. In this sense, in order to 
maximize the core activity hours (the sales hours) it turned out to be of sacred importance to 
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have a third partner like Harry that could support the team in other side – but still of absolute 
importance - activities.  

Other than aligning the vision among the management, when they started hiring the 
first employees, it was necessary for Bob to transmit his vision to those. Detaching from the 
big, hierarchical and less flexible issuing banks systems, the management of MPFS had a 
vision of “family”, non hierarchical structure where trust, flexibility and communication were 
necessary to create a sense of commitment and make the company grow. It was important 
that the values that the management shared were transmitted since the beginning to all the 
people in the company.  

Another obstacle was the one of attracting the best sales persons: MPFS was a new 
company with no well-known name yet in the industry, especially if compared to the names 
of big investment banks. Therefore, at the very beginning, it was challenging for them to 
attract talents from a job position in an investment bank. MPFS solved this issue for example 
by raising considerably the percentage of the PnL made by each sales that was transformed 
into bonus. They were offering a percentage of the entire PnL to the sales higher than the 
average 5% of most of the investment banks. Moreover, in order to retain the best sales 
persons, it was fundamental to also make sure that the company’s values and sense of 
belonging to a family was felt among the employees since the beginning. Another value 
shared by the company was that every sales person had the bonus corresponding to his/her 
level of sales. If a junior sales sold more than a senior, then he/she would deserve, all things 
being equal, a higher bonus at the end of the year. In line with the blue ocean theory of 
making the best use of its own resources without having to go look for them somewhere else, 
this was made to incentivize each sales persons and thus to exploit at maximum the resources 
they had. 

Very important was also the alignment of the work of every sales person with the 
idea of differentiation, that is providing the best possible service to each prospect or client, 
both in terms of quality and in terms of rapidity of service, and with the idea of keeping costs 
down at the same time. But cost is not very different to time: for example, it was necessary to 
minimize the number of pricing requests to issuers; since they required time for them (the 
issuing banks), it was important that the highest number of pricing requests were then 
effectively traded. Many requests not finally traded could go to the detriment of the 
relationship between MPFS and its suppliers.   

Another obstacle for MPFS was the building of the complementary product they 
offered. Assets aggregator platforms already existed but nobody had developed it before for 
structured products. The range of structured products and the complexity of them was not 
easy to put into an interactive platform that was constantly updated to market variations. It 
was not like representing a portfolio of equities or of bonds, where the current price, the 
historical trend and the gaining were represented. Moreover, no-one of them had any 
experience with programming. Hiring an IT expert that had experience also with finance and 
that could understand the structure of options and derivatives behind each structured product 
had therefore been necessary. The development of the platform is a process that lasted 2 
years, required a lot of study behind and is still ongoing. There is always something new the 
founders of MPFS come up with and that want to implement into the platform. This service is 
given for free to clients and prospects. This is a way to attract those who are not customers 
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yet, and to give to those who are already operating actively another reason to remain “loyal” 
to MPFS by offering them a service that makes them save time, that helps them in their 
activity with their own final clients, that is extremely easy to use and that therefore make 
them feel treated with the highest possible service.  

 
On a theoretical level, MPFS has to pay attention not to fall into tendencies or traps 

that could be related to “red oceans”. 
People’s mental models, heritage of their backgrounds and preexisting knowledge, 

lead them too often interpret blue ocean strategy through old conceptual lenses that make 
them remain sought into red oceans. The following can be common “traps” that refrain 
companies or entrepreneurs from entering the uncontested market space.    

 
• Focusing on existing customers 
• Seeing competition as bad when in fact it can be good for companies 
• Believing that in order to succeed, you need to venture beyond your core 

 business, which is not always the case  
• Believing that technology is the only way to prosper further: a useful, easy to 

  use technology can be much more impactful than a high tech improvement  
• Confusing “blue ocean strategy” with innovation. Blue Ocean is not  

  synonymous with innovation, but with value innovation. You need to link  
  innovation to value and not focus on innovation only, which is often a  
  synonymous with technological development  

• Believing that blue ocean is a theory of marketing  
 

Certain well-known assumptions coming from classical strategy theory can refrain 
companies from escaping the market boundaries of red oceans. By breaking out of these 
accepted boundaries, companies can finally enter the blue, uncontested market space.  
These assumptions, that are common to red oceans companies, are those related to defining 
parameters of the industry and focusing on being the best at those, focusing on the industry 
target groups, and therefore forgetting that there exist other possible unexplored types of 
buyers. Are those related to being stuck with what you already offer, of trying to maximize 
the level of this offer without developing new solutions that can bring different value to your 
clients, of stating that things have always “been done like this” and not realizing that internal 
as well as external changes can lead to the necessity of change. 
 

Last but not least, students should also come up with the intuition that, even with a 
winning, blue ocean idea, even after having come up with a solution to the main hurdles 
above described, a company that has finally reached blue ocean has to pay attention to 
imitators: a brilliant idea will for sure be copied. Although there are barriers to imitation (for 
example the alignment of value, profit and people propositions, cognitive and organizational 
barriers, brand image barriers, obstacles of economic and legal nature…) MPFS cannot rest 
on his laurels and instead has to keep thinking on how to continuously renew its blue ocean, 
so that when imitators will come, it will be already ahead of the competition. 
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3. 5 Teaching the case  
 
The case should be easily discussed in a 1.5-hour lecture. Provided that students 

have read the case previously and that have identified the main concepts and data that will be 
object of discussion, an initial 10 minutes of the session should be dedicated to a quick 
review of the case, each student singularly. After that, the explanation of how the discussion 
will be organized and an initial discussion and explanation of the questions will occupy 
another 20 minutes. After that, other 40 minutes should be allocated for the central debate 
and discussion. Finally, 20 minutes will be dedicated to the conclusion, sum up and final 
reflection on the main takeaways of the lecture.  

 
There are several ways to introduce the case and open a class discussion.  
 
One could be by starting analyzing the situation of Latin America from an economic 

and social point of view, together with the data on the wealth management industry. This way 
it will be straightforward to see whether there exist gaps in the market and therefore the 
possibility of opportunities to grab. 

After that, a summary of the main Blue Ocean concepts should be outlined (concepts 
retrieved from the case itself and the examples provided in the Appendixes). Later on, the 
main points of MPFS business model should be summarized and analyzed.  

At this point, students will discuss on whether MPFS business model can be 
considered as an example of Blue Ocean. They will also discuss whether, other than from a 
theoretical point of view, they believe MPFS represents a viable solution considering the data 
provided on the market they are targeting. 

 
Another possible way to discuss the case would be the one of posing an initial 

question “Do you think MPFS can be considered an example of Blue Ocean Strategy? Why?” 
and dividing the class in two groups. One group will have to stand for the “Yes, MPFS can be 
considered as an example of Blue Ocean”, and provide their reasons, while the other group 
will take the opposite position. The assignment of each student to one or the other group can 
be merely random or based on an initial survey based on which students can express their 
sentiment regarding the question.  

In this case, the time allocated to the central discussion (of a total of 40 minutes) will 
be organized as following: the first 10 minutes of the central discussion will be given to the 
two groups of students to discuss internally about arguments to give in support of their 
opinion, while the remainder 20 minutes will be used for an open discussion between the two 
groups.  

Important to underlie is that the class discussion doesn’t necessarily have to arrive to 
a final result on whether MPFS is or not a Blue Ocean. The answer can remain open as long 
as the case has served as an exercise to learn about Blue Ocean strategy and on the wealth 
management and structured products industry of Latin America.  
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