

	
	

	









	




	







	









		

		
		

	
	




	
	


	
	



	
	


	
	
	
	
	
	
		
			
			
		

		
		
	

	

	



	
	
	
	

	







	















	Skip to main content












	

	

	
	

	

	
	












			

			





			






	




	


	
	





	








	

	
	
		
		
		
		
		
		
		
		
		
		
		
		
		
	

	
	
		
		
		
	


















	
		
	

	

	
		
	

	







	
		
		
		

		
		
		
		
			
				
				









	
	    












    
    






    
    







    




    






    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    






    
        
    


    
            
            
                
            
            
                
        Add Paper to My Library
        
        

    















	














	
	    







 



	




	







	




































    



			

			
				
				
				
				
				
						
				
				
				
					
						Share:
							
	
	
	


					

					
				
				
				




				
				

    
        
        
        
            

		
		
		
			
				
			
				
			
				
			
				
			
				
			
				
			
				
			
		

		
            

		
		
		
			
		
			
		
			
		
			
		
			
		
			
		
			
		
			
		

		
            

            
        

        
    

    


    




				
				
					

					
					Permalink

						Using these links will ensure access to this page indefinitely

						
							
							Copy URL
						

						
				

				
			

		


		
			
				
				




	
	
		
	

	
	
		
		
	

	
	

	
	
	
	Pricing Financial Services Innovations

	
    
        
            
            







    
    










    
    
    
    











			
                    Nejad, Mohammad G., and Hooman Estelami (2012), â€œPricing Financial Services Innovations,â€� Journal of Financial Services Marketing, 17(2), 120-134. 
 
        

    
	

	
	
		
		
			32 Pages
		
		

		Posted: 26 Jan 2016
		
		
		
	

	
		
			
			




	See all articles by Mohammad G. NejadMohammad G. Nejad
Fordham University - Gabelli School of Business
Hooman Estelami
Fordham University - Gabelli School of Business


		

	
	
	
	
	



	
	
	
	
		
	
	
		
			Date Written: January 25, 2012

		
	

	
	
		
		
	

	
	
		
	
	
		Abstract

		The number of innovative financial solutions introduced to markets has grown considerably in the past decade due to emerging digital technologies, deregulation, and market fragmentation.  Examples are abundant in the worldwide markets for insurance, credit products and transaction processing services.  A question of growing interest is how firms should price these innovations.  The optimal introductory pricing of financial innovations may vary as a function of factors such as price sensitivity of the market and competitors' ability to introduce competing financial solutions.  In this paper we examine the role of these factors on the optimal pricing of a financial innovation.  Using an agent-based simulation framework, introductory pricing strategies that maximize profitability under various market conditions are identified.  Results indicate that lower levels of market price sensitivity and longer time horizons for competitive entry create pricing opportunities for financial innovators.  However, the relationship becomes more complex as market price sensitivity increases or competitive market entry becomes more immediate.  Detailed recommendations for optimal pricing of financial innovations under various market conditions are provided, and the paper concludes with strategic recommendations for pricing innovative financial services. 
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