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We have performed a series of five strategic analyses of Japanese Megabanks. This paper is
the last analysis in the series, where we compare RUFG* and key competitors using a ‘strategy
canvas’ to assess competitiveness. Furthermore we evaluate the prospect of finding ‘blue

ocean’ opportunities to exploit, where profit margins are wider and markets are not congested.

Introduction

Strategy Canvas analysis is used to produce a value curve for an organisation and its competitors. It
measures perceived performance against Critical Success Factors (CSFs). This can be a subjective
process and difficult for managers to agree on the perceived performance as highlighted by (Kim and

Mauborgne, 2002).

Strategy Canvas for Japanese Megabanks

In figure 5.1 we apply a strategy canvas to RUS, see appendix A, and concentrate on the supply side of
the business i.e. the deposit business which is based in Japan and managed by the parent company

RUFG, where we believe ‘blue ocean’ opportunities exist.

The megabanks are:
e Mitsubishi Financial Group (MUFG)
e Sumitomo Mitsui Banking Corporation (SMBC)

e Rainbow & Unicorn Financial Group (RUFG)

! See appendix for full case study details
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Figure 5.1 Strategy Canvas: Japanese Megabanks / Financial Service Providers
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Critical Success Factors (CSFs)

In figure 5.1 CSFs are ordered by importance from left to right, which broadly fall into the following

categories.

e Trust and Reputation
The most important CSF for megabanks is trust and reputation. No business is conducted without
trust and relationships formed over decades! The strategy canvas reflects that the “megabanks”

compete well on trust, which is the main business driver in Japan.

e Cost/Price
Companies are struggling to compete on costs, which are typically high due to costly legacy systems
and negative interest rates, where investors have to pay to deposit funds, eroding profit margins.

Megabanks are cost cutting, making extensive redundancies to combat this and closing offices.

e Digital Services & Technology Innovation

All competitors are weak in this area and not well placed to exploit opportunities.
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e Green Finance
Currently there is little competition to finance potentially lucrative contracts in green infrastructure
projects. Climate change is prompting governments to embrace clean energy which requires the

financing of large scale infrastructure transformation projects (Thomas, 2019).

Implications for the Organisation

Little value is gained and at great cost when investing in CSFs to the left of figure 5.1, the ‘red oceans’ or
highly competitive CSFs. There is much to be gained by investing in CSFs where investors are weak with
low value curves. Investing in ‘blue ocean’ less competitive CSFs can be highly lucrative as demonstrated
by Tesla who dominate the electric car industry unchallenged, resulting in exceptional share price surge

(Forbes, 2020).

For the megabanks this study shows there are ‘blue ocean’ opportunities in digital services, fintech and
green finance as highlighted in figure 5.1 where competitor value curves are low. (McGrath, 2012)

suggests that top industry performers are innovative and take advantage of such opportunities.

SBI holdings are exploiting this area with much success (Refinitiv, 2019) so much they may be
considered the fourth megabank. However they have much less market share having not formed
customer relationships over decades like the other megabanks, since they are less established and new

to the market.

Usefulness of Analysis

The strategy canvas analysis helps put a value on activities and projects, such as trust and relationship
building, which don’t naturally lend themselves to a valuation. The analysis and the comparative

assessment against competitors’ value chains make the analysis useful and insightful.

It is difficult to reflect the cultural importance of trust and reputation on all CSFs using this analysis,
which is a game changer in Japan. It is extremely challenging to access blue ocean opportunities without
having already achieved success in ‘red ocean’ CSFs. The CSFs are not independent and there is an

element of correlation and co-dependence, which is difficult to emphasise.

The study highlights which CSFs have the most potential for value generation and growth. The analysis

identifies key candidates for investment with the highest potential for return on capital employed
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(ROCE). It is an excellent tool to supplement performance a Du Pont analysis, which assesses which

elements of a business that add and subtract value.

Prospects of Finding a ‘Blue Ocean’

The strategy canvas was exceptionally good at demonstrating where potential value could be captured
in the market. (McGrath, 2012) suggests that top performing companies are innovative and exploit blue

ocean opportunities, Tesla (Forbes, 2020) and SBI Holdings (Refinitiv, 2019) exemplify this.

In light of this study RUFG may wish to refine its value proposition and consider investing in potential
blue ocean opportunities within digital services, fintech and green finance initiatives. This may help
counter slowing growth and declining profits in more traditional red ocean activities (Malnight et al

2019).

The strategy canvas also suggests that cost is also a potential blue ocean that the megabanks are
struggling to manage. (Kavadias et al 2016) highlights that top performing organisations asset share and

collaborate to reduce fixed costs.

RUFG could act as a synergy manager and form internal alliances to innovate and reduce costs, in
particular corporate banking businesses (B) with legacy systems could benefit by sharing the good

technology available to securities (S) businesses.

The strategy canvas analysis has been most helpful in identifying blue ocean opportunities, where there

is little industry competition and good growth prospects.

Appendix Case Study

Organization: Rainbow & Unicorn Securities, London (RUS)
Industry: Financial Services

Sector: UK Corporate Lending & Project Finance

RUS provide financial services, trading expertise and risk management solutions within the
interest rate, fixed income and credit markets. It specialises amongst other things in corporate

lending and project finance within the UK and also Europe, Middle-East and Africa (EMEA).
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RUS is fully owned by Rainbow & Unicorn Financial Group Tokyo (RUFG), which has a sizable
balance sheet, predominantly due to large Japanese deposits. Japanese investors are
extremely risk-averse with many business relationships based on trust, reputation and long-

term track formed over decades!
RUFG is one of three ‘Japanese Megabanks’ that dominate the financial services industry in
Japan with combined deposits exceeding USD 10 trillion (Piece-of-Japan, n.d.). RUFG itself

has assets of USD 20 billion and employs 50,000 staff with 500 offices worldwide.

Figure A1l: RUFG Organization Chart
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RUFG has 3 regional hubs to provide concentrated coverage in Europe & EMEA, Asia & Japan
and the Americas. RUFG subsidiaries are siloed with Corporate Banking (B) ring-fenced and

Investment & Securities (S) businesses separated to satisfy legal and regulatory requirements.

Corporate Banking subsidiaries (B) have large balance sheets, good access to capital but poor
legacy systems & infrastructure. Investment & Securities (S) businesses however have good

technology and systems, but small balance sheets and little access to capital.

This case study is fictional, yet inspired by adapted from real-world industry practice and first-
hand experience.
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