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OMC Card Company Overview

Card Transaction Volume Membership

7.19 Million

1,513 Billion Yen

OMC CARD: OMC

Consumer:
Finance Wiarkertin

5
oS

Card usage rate Number of invoices
0 issued per month
B 2.72 million
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The Only One
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Ability to Build High Quality Marketing Database

® Detailed attributes in data -- based on evidence

® Accumulation of clean and accurate data

® Storage of extremely large transaction data

® Monthly communication
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Maximize Profit by Controlling Relative Risk

® Merging risk management and marketing

Merging marketing analysis with risk evaluation

The trade-off between the profit and risk is already proven.

The key issue is whether an appropriate model can be created
using profit/risk.

Low
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B Marketing Analysis

System Qverview
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Steps for Building a System
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Steps for Building a System

Step 0 Data verification based on 1/10 Model
Marketing System
Step 1 Building a marketing database

Step 2 Campaign management application
Step3  Marketing tool (mining)

Step 4 Marketing tool (communication)
Risk Management System

Step 5 Building a risk database

Step 6 Risk management application
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Step 0 Data verification based on 1/10 Model

Lifetime value (10 years)

Single Year Profit & Loss

Accumulated Profit & Loss
"
L L

Y1 Y2 Y3 Y4 Y5 Y6 Y7 Y8 Y9 YI0
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Step 0 Data verification based on 1/10 Model
Customer Attrition

50% °°

Membership Applications 10 years
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Step 0 Data verification based on 1/10 Model

Improvement of retention rate
1 year prior Today

81%

active active
Attrition during the period 147 Attrition during the period
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Cautionary Issues in
Building a System

Reduction of development cycle

Joint development with
IBM Japan Yamato Research Center

Full support in order to develop
internal knowledge
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Building a Marketing System

e ® Itemized data for 24 months (minimum)

DWH

® Mechanism for cleaning the data

® Delayed monthly data and real time data
from the host

® MPS management

® Management flags for measures
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Cautionary Issues in Building a Marketing System

® Understanding the membership structure

® Changing management

Macro M, Micro

Management by mean Management by mode
(item price) (price range)

Process management W Asset management

Per sale Management @ Customer Management
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Cautionary issues in building a marketing system

Changing the management

® Move away from management by average --
to management by layers (by segments)--

N

{\

Mean Median
O
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Cautionary issues in building a marketing system

No profit is generated from DWH only

Campaign
Management . .
g ® Implementation of a measure: Host interface
® Building a use environment for end users
Campaign management Customer filtering Campaign registration
&, IBM Campaign Manager for ALK | _ 5] x]
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Cautionary issues in building a marketing system

Understanding the actual effective rate
Campuaign (Difference between the targeted group and
Manciesss non-targeted group)

® Evaluation of campaign effectiveness

& 59 A7 RIOET
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DWH Utilization
Examples
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Key Points in DWH Utilization

Optimize —
SIS

Structure

Analysis
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MY e R Lo ® Customer Rank Management

Jy— (Decile Analysis)
Used No. of Amount per
(in 1000)  months used use CC use rate Age N;;;f

13.2 . 43.0
12.8 42.1
12.0 42.0
o ¥4 42.1
10.4 ] 42.3

9.4 424

8.7 42.5
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Structure Analysis X Customer Rank Management

(Decile Analysis)

Card shopping customer ranking
(Transaction volume/share

Composition

e 62.0%
Customers 9
21.5%
4 4 )
: verage [ 10.4% ]
L ustomer | 4
Low o 0 -
Potential 6.1%
dormant 0.0%
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Optimize
Triggers

Measure Development Targets 1 - Discover a segment with no

cost needed
- will continue to use without any

actions

2 - Retention Measure 1
’ Segments from utilization history
Utilization channels, campaign
participation history, changes in
attributes or usage, etc.

’ 3 - Retention Measure 2

ore Active Segments from utilization history
Specific card types, utilization
channels, changes in attributes, etc.

Class 10

s

1- No Action 2 -Retention

Class 9

3 - Rete
Class 8 &7

’

3 - Retention 4- More Active Segments from utilization history
Utilization channels, number of

months used, etc.

4 - More Active Measures
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Optimize
Triggers

Actual Application of RFM Matrix and Hypothetical Segments

1. Targeted marketing based on RFM matrix and Decision tree

M
12

13

22

23

|
‘ R 121
31

32

33

b =

O Quit

O Proceed

2. Targeted marketing based on Hypothetical segment groups and Decision tree

Hypo Group

@Dy T =l

O Quit

O Proceed

3. MX type targeted marketing based on RFM matrix and Hypothetical segment groups

*RFM cell codes are the trade mark of Jerico Consulting Inc.
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More Active Measure

Gold Promotion

TOTAL »

161,508 Accts
1.5%

RMO00=>
RM11=>
RM12=>
RM13=>
RM21=>
RM22=>
RM23=>
RM31=>
RM32=>
RM33=>

M
12 |13
21 Y 23
31 |32 |33

No. of targeted

accounts

123,456%
38,640%
44,125%

9,921%
8,482%
19,124%
11,209%
3,410%
7,039%
11,947%

N

Jg Optimize

Response rate

0.8%
2.4%
1.2%
0.9%
2.8
1.3%
1.0%
1.9%
1.5%
0.9%

(0]
(0]
X
X
X
X
X
X
X
X

T No family cards— 6.4%

Triggers

@alancelS 0 K+ 5,113acct: 7.5%
— Live in Kanto{
Region [DBalance 150 K or lesst,498accts 5.2%
9,611 Accts

iD ther events OVer 29 536,00t 9.3%

17,492 Accts I times
0,
m_ 5.2% ) — [Dbther events  14-24 1,077accts 6.6%
L Live times
elsewhere |
B ther events 7-12 1’198 ts 3.8%
38,640Accts L Family cards 7.881 Acots IEP o accts ()
) 3.8%
2'4/0 21,148Acets - @Pther events 0-6 times 5,070accts 2.6%
0.1%
Live in 283accts 13.3%
CC Use pre Kanto Region
f 252 0.0%
535Accts Live elsewhere accts (
2.8%
—No family car 0.3
7 319 .
11,111Accts 3rd year member accts ()
2.1% CC Not use
m_ 10,576Accts 3+ year membed 0,257accts 1.6%
19,124Accounts 1.8%
0,
1.3/) —Family cards

8,013Accts
0.19

*RFM cell codes are the trade mark of Jerico Consulting Inc.
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Optimize Personalized Statement
Communication Mess ages

® Distribution of customer communication
(delete unnecessary messages)

® Minimize the marketing cost
® High rate of opening the invoice

® High rate of visual recognition of the invoice

Itemized list of usage > Billing insert
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Conceptual Figure of Personalized System

Data for data mining

OJUI 9O10AU]

* Member segment
for each message

Data printout

Itemized
document

OMC OMC Card, Inc.

Content management &
Image data proofing
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® The operation of card business is highly dependent
on the profit from cashing. The profitability of new
marketing for shopping is low and creates concerns
for decreased operation efficiency.

® Structure of financing and credit risk is carried by
good customers.

® From the absolute risk management to the relative
risk management

® Appropriate risk management

OMC OMC Card, Inc.



Clover Concept
~1995 ~2000 2001 ~

~ Flatrate - Absolute risk - Relative profit/loss
credit granted management management

Low-risk High-risk
Flat rate High-return § High-return
credit granted

High-risk Low-risk Low-risk
Low-return

, >
Risk (ass, BSS, etc.) Risk (ass, BSS, etc.)

Give appropriate credit based on
Give appropriate credit based on the customer’s credit

the customer’s risk/profitability

(1) Sufficient credit to low-risk members (1) Low-risk High-return
) —Early extension of credit, substantial
(2) Control credit to high-risk members services
A

(2) Low-risk Low-return
—Appropriate credit, reactivate

(3) High-risk High-return

—Respond to operating strategy

(4) High-risk Low-return

Intuition Database

—Reduce credit, Remove credit line
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Clover Risk DB Utilization Model

System Overview (Function development steps)

seale Juawdojanaqg

Develop
Risk Database

2]
Introduction of member ranking
Profit/risk ranking

3
S Development of limit
update function
* periodic limit update
* irregular limit update
* timely limit increase

Il Introduction of data mining tools
*Optimization of member evaluation based
on risk/profit analysis
*Measure optimization based on limit
updates and pitch analysis
Introduction of profit axis to the operation
*Fact finding

Optimize authorization,
period update,
re-issuance

Develop a system for
real-time extension
of credit

» Evaluation of credit
per transaction history
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Details of Customer Management Flags
[codasystom [Updsotmng  UBdoe [ Sore i

Intermediate

mngmt codes 0]059,9,¢ Once a month auto Yes, 1yr Risk Class
ember class code SN 010529, 4 When implemented  auto Yes, 1 yr Profit Class
Measure _
mnamt codes 00~XX When implemented manual Yes, 1yr Measure mngmt
Update pitch codesg 9]0 1o 1) Once a month e NO, ~-emv Update pitch

‘ A
\

' >
.
Measure A

Risk codes RelMent

OMC OMC Card, Inc.

Low-risk
Hi-return

Low-risk
Low-return
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Risk Database Utilization Model

Organic/Interactive Use of Information

a

Sales summary info,
etc.

DEAR

EIOGESS, edit

1nlfe)

Risk/Profit rank, etc.
—:Revise Falcon Rule

—Marketing support
*Revise multiple

~ “ah.i.l.i.l.y.ﬂa.nQard

Risk

Risk/Profit rank, etc. _

lllegal use info

multiple liability info,
etc.

ASS
membership
application info,

IS

Database

Use/delinquency

occurrence status Priority

— Improvement of review
capability y

— Improvement of
collection capability

Negotiation
history (in codes),
etc.
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Optimization of Limit Amount

While maintaining the current risk occurrence rate, maximize the utilization
and minimize the loss associated with the utilization opportunities.
Distribution of limit amount / # of members

A Provide the high limit amount to the member layer with highest use potentials

Effects of BA

BA

XX Y
o®® ®ee,,
°

Now

’\—/: .. Risk Distributio

g |
10 <« Credit Line » 100

I
l
|
|
|
|
]
|
[
]

|
|
I
.. I
[

>

Distribution of limit amount/available balance

A Build lip the available bal?nce by providing app{opriate credit limit in the high limit zone

Effects of BA

L e - o e . .

BA

Now

10 < Credit Line > 100
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New Campaign Management System
(Projected plan in collaboration with IBM
currently in Phase | — engineering design)

Customers

Apply Campaign 1 1Feedback

) e )
] DEAR System
s | pian New Campaign Manager
C— Customer
@ Database
ilell;zfae/ e Campaign Mgmt
Campaign | : - (D:ataba_se Valdat
Manaaement WAS . | . e Campaign Validation
\ 9 / (Websphere Application Server) |1 Information Integrator 1 L In 20045

* Personalize the campaign for each customer.

* Provide flexible evaluation of each campaign. Jsas

|

|

« Enable 10K+ campaigns / year. channel :
* Enhance campaign strategy with information analysis with |
" |

|

|

1

3-5 years results. Other Database or

* Enhance campaign channel and data source. logged information

« Enable Web client for broader campaign management staffs. | Futur el
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