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ServiceService

TravelTravel

Consumer Consumer 
FinanceFinance

Direct Direct 
MarketingMarketing

CardsCards

OMC CardOMC Card Company OverviewCompany Overview

CVCCVC

Card Transaction VolumeCard Transaction Volume MembershipMembership

Number of invoices Number of invoices 
issued per monthissued per month

Card usage rateCard usage rate

1,513 Billion Yen1,513 Billion Yen 7.19 Million7.19 Million

63.4%63.4%
2.72 million2.72 million
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The Only OneThe Only One

Member 
Business

Card Business

Outsourcing 
Business

Member Database

System Infrastructure
Database

Marketing
Processing
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Accumulation of clean and accurate data

Storage of extremely large transaction data

Monthly communication

Ability to Build High Quality Marketing DatabaseAbility to Build High Quality Marketing Database

Detailed attributes in data -- based on evidence
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Merging risk management and marketing

Maximize Profit by Controlling Relative RiskMaximize Profit by Controlling Relative Risk

Profit

Risk

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

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

High

HighLow

Merging marketing analysis with risk evaluation
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System OverviewSystem Overview

Participating
Stores

Visa/MC 
Domestic

Visa/MC 
Overseas

CD
ATM

Internet

HOST
IBM 9672-R36

Channel available 
to members

Authorization Server

Non Stop Server
(24/7,365 days)

IBM: RS6
Fraud System Application 

review
UNIX

Collection

Information 
System

IBM: RS/6000

Usage

Customer mgmt

Sales processing

Settlement with 
participating stores

Deposit mgmt

Accounting

Customer invoice

Authorization tasks

External connection

Database: DB2

Middleware: IMS / SAIL

OS: OS390

Analysis

Disk Capacity 3 TB

Number of nodes: 13

Marketing Analysis

Risk Analysis

Customer Promotion

IBM: P-Series ..他

Monitor 
illegal transactions Scoring Delinquency tasks

Info
Update

Number of DB: 300+
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╔Rook╝ ╔Bishop╝

“Rook”
in Chess

“Bishop”
in chess

Risk DB Marketing

Host
Marketing SupportCLOVER

DatabaseDatabase
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System OverviewSystem Overview

Plan Do Check Action

Create hypothesis 
for a promotion

Implementation
of a promotion

Verification of the result 
of a promotion

Reflect result on 
the next promotion

Loss management

Campaign drawingCard recruitment info

Risk score

FSPCustomer inquiry info

Customer attributes info

Invoice/Deposit status

Sales with competitors

Application review info

Credit history

Itemized sales summary

Campaign Manager

Intelligent Miner

Info Analyzer

Direct Mail

Telemarketing

Points
Point

Invoice

Personal 
Messages

■ Marketing Analysis

Card members’ behaviorsCard inventory mgmt

Statistical Analysis 
tools (SAS、SPSS)
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Steps for Building a SystemSteps for Building a System
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Step 1
Step 2
Step 3
Step 4

Building a marketing database
Campaign management application

Marketing tool (mining)
Marketing tool (communication) 

Step 5
Step 6 Risk management application

Steps for Building a SystemSteps for Building a System

Building a risk database

Step 0 Data verification based on 1/10 Model
Marketing System

Risk Management System
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Lifetime value (10 years)Lifetime value (10 years)
Single Year Profit & LossSingle Year Profit & Loss

Accumulated Profit & LossAccumulated Profit & Loss

Y1      Y2      Y3      Y4 Y1      Y2      Y3      Y4 Y5         Y6      Y7        Y8       Y9      Y10Y5         Y6      Y7        Y8       Y9      Y10

Step 0 Data verification based on 1/10 Model
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Customer AttritionCustomer Attrition

Membership ApplicationsMembership Applications 10 years10 years

50%50%

Step 0 Data verification based on 1/10 Model
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Improvement of retention rateImprovement of retention rate
TodayToday

activeactive

Attrition during the periodAttrition during the period

dormantdormant

Attrition during the periodAttrition during the period

81%81%

14%14%

1 year prior1 year prior

activeactive

Attrition during the periodAttrition during the period

dormantdormant

Attrition during the periodAttrition during the period

78%78%

15%15%

Step 0 Data verification based on 1/10 Model
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Cautionary Issues in Cautionary Issues in 
Building a SystemBuilding a System

Reduction of development cycleReduction of development cycle

Joint development with Joint development with 
IBM Japan Yamato Research CenterIBM Japan Yamato Research Center

Full support in order to develop Full support in order to develop 
internal knowledgeinternal knowledge
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BuildBuild
DWHDWH

Building a Marketing SystemBuilding a Marketing System

Mechanism for cleaning the data

Itemized data for 24 months (minimum)

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 SystemCautionary Issues in Building a Marketing System

MeasuredMeasured
MarketingMarketing

Macro Micro

Management by mean 
(item price)

Management by mode 
(price range)

Process management Asset management

Per sale Management Customer Management

approachapproach

formatformat

formatformat

unitunit

Changing management

Understanding the membership structure
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Cautionary issues in building a marketing systemCautionary issues in building a marketing system

MeasuredMeasured
MarketingMarketing Move away from management by average --

to management by layers (by segments)--

Changing the management

Account

Price

Mode

MedianMean
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CampaignCampaign
ManagementManagement

Cautionary issues in building a marketing systemCautionary issues in building a marketing system

Implementation of a measure: Host interface

No profit is generated from DWH only

Building a use environment for end users

Campaign management Customer filtering  Campaign registration
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CampaignCampaign
ManagementManagement

Cautionary issues in building a marketing systemCautionary issues in building a marketing system

Evaluation of campaign effectiveness

Understanding the actual effective rate
(Difference between the targeted group and 
non-targeted group)
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DWH Utilization DWH Utilization 
ExamplesExamples
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StructureStructure
AnalysisAnalysis

SegmentsSegments

OffersOffers

RisksRisks

CommunicationCommunication

TriggersTriggers

Key Points in DWH UtilizationKey Points in DWH Utilization

Optimize
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Structure AnalysisStructure Analysis Customer Rank Management 
(Decile Analysis)

sleep - - - - 46.3 6.7

1 8 1.9 4 7.0     42.5 4.9

2 22 2.6 9 7.4      43.0 5.1

3 40 3.3 12 7.9 42.8 5.0 

4 62 4.1 15 8.7 42.5 5.0

5 92 4.9 19 9.4 42.4 5.0   

6 132 5.9 22 10.4 42.3 5.2

7 188 6.9 27     11.2 42.1 5.2

8 273 8.0 34 12.0 42.0 5.3

9 421 9.4 45    12.8 42.1 5.5

Rank 10 912 10.8 85 13.2 43.0 5.9 

Amount Amount 
Used Used 

(in 1000)(in 1000)
No. of No. of 

months usedmonths used AgeAge No. of No. of 
yearsyears

Amount per Amount per 
useuse CC use rateCC use rate
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Structure AnalysisStructure Analysis Customer Rank Management 
(Decile Analysis)

Card shopping customer rankingCard shopping customer ranking
(Transaction volume/share)(Transaction volume/share)

dormant 0.0%

0.4%

1.0

Best Best 
CustomersCustomers

High PotentialHigh Potential

Average Average 
CustomerCustomer

Low Low 
PotentialPotential

62.0%         62.0%         

10.4%10.4%

6.1%6.1%

21.5%21.5%

1

２2

3

4

5

6

7

8

9

Rank 10

1.9%

2.8%

4.2%

6.2%

8.8%

12.7%

19.6% 

42.4%

CompositionComposition
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OptimizeOptimize
SegmentsSegments

Class 10Class 10

Class 9Class 9

Class 8 &7Class 8 &7

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

4 - More Active Measures
Segments from utilization history
Utilization channels, number of 
months used, etc. 

Measure Development Targets

1- No Action 2 -Retention

3 - Retention 4- More Active

3 - Retention 4- More Active

OptimizeOptimize
OffersOffers

OptimizeOptimize
TriggersTriggers
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OptimizeOptimize
SegmentsSegments

OptimizeOptimize
OffersOffers

OptimizeOptimize
TriggersTriggers

Actual Application of RFM Matrix and Hypothetical Segments

1. Targeted marketing based on RFM matrix and Decision tree

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

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

11
R

M

1111

Hypo Group

Quit

Proceed

Quit

Proceed

RFM cell codes are the trade mark of Jerico٭  Consulting Inc.

TOTAL

TOTAL

21
31

12
22
32

13
23
33
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OptimizeOptimize
SegmentsSegments

Optimize Optimize 
OffersOffers

OptimizeOptimize
TriggersTriggers

11

R

M

21
31

12
22
32

13
23
33

TOTAL

1.5%
RM00=> 123,456% 0.8%％
RM11=> 38,640% 2.4%
RM12=> 44,125% 1.2%
RM13=> 9,921% 0.9%
RM21=> 8,482% 2.4%％
RM22=> 19,124% 1.3%
RM23=> 11,209% 1.0%
RM31=> 3,410% 1.9%
RM32=> 7,039% 1.5%
RM33=> 11,947% 0.9%

Gold Promotion

161,508 Accts

No. of targeted
accounts Response rate

１１11

Family cards

No family cards

DBalance15 0 K+

Live in Kanto 
Region

Live
elsewhere

DOther events Over 25 
times

38,640Accts

17,492Accts

21,148Accts
0.1%

9,611 Accts

2222

Family cards

No family cards

CC Use present

CC Not used

Live in 
Kanto Region

Live elsewhere

3rd year member

3+ year member
19,124Accounts

11,111Accts
2.1％

8,013Accts
0.1％

535Accts
2.8%

7,881Accts
3.8%

DBalance150 K or less

5,113accts 7.5％

4,498accts 5.2%

DOther events 14-24
times

DOther events 7-12 
times

DOther events   0-6 times

536accts 9.3%

1,077accts 6.6%

5,070accts 2.6%

1,198accts 3.8%

10,576Accts
1.8%

283accts 13.3%

252accts 0.0%

319accts 9.3%

10,257accts 1.6%

o
o

x
x
x
x
x
x
x
x

More Active Measure

2.4%

5.2%

6.4%

1.3%

RFM cell codes are the trade mark of Jerico٭ Consulting Inc.
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OptimizeOptimize
CommunicationCommunication

Personalized Statement Personalized Statement 
MessagesMessages

Minimize the marketing costMinimize the marketing cost

High rate of opening the invoiceHigh rate of opening the invoice

High rate of visual recognition of the invoiceHigh rate of visual recognition of the invoice

Itemized list of usageItemized list of usage > > Billing insertBilling insert

Distribution of customer communicationDistribution of customer communication
(delete unnecessary messages) (delete unnecessary messages) 
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Messages
&

Image data

Itemization 
document

generation info

Segment
Info

Card member info
(attribute info, 

utilization info, etc.)

Processing of 
merging contents

DataWareHouse HOST Computer

Business PartnerPlanning Div.

Data for data mining

Content management & 
Image data proofing

• Member segment 
for each message

Individualized message info

Invoice info

Data printout

Itemized 
document

High speed 
inkjet printer

Conceptual Figure of Personalized SystemConceptual Figure of Personalized System
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OptimizeOptimize
RisksRisks

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

The operation of card business is highly dependent The operation of card business is highly dependent 
on the profit from cashing.  The profitability of new on the profit from cashing.  The profitability of new 
marketing for shopping is low and creates concerns marketing for shopping is low and creates concerns 
for decreased operation efficiency.for decreased operation efficiency.

From the absolute risk management to the relative From the absolute risk management to the relative 
risk managementrisk management

Appropriate risk managementAppropriate risk management
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Clover ConceptClover Concept
~1995 ~2000 2001 ~

Flat rate 
credit granted

Absolute risk 
management

Relative profit/loss 
management

Risk (ASS, BSS, etc.)

Low-riskHigh-risk

Low-risk 
High-return

Low-risk 
Low-return

High-risk 
High-return

High-risk 
Low-return

Risk (ASS, BSS, etc.)

R
eturn (Profit)

Flat rate 
credit granted

(1) Sufficient credit to low-risk members  

(2) Control credit to high-risk members

Give appropriate credit based on 
the customer’s risk/profitability

(1) Low-risk  High-return
→Early extension of credit, substantial 
services

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

(3) High-risk  High-return
→Respond to operating strategy

(4) High-risk  Low-return

→Reduce credit, Remove credit line

Experience
&

Intuition Database

Give appropriate credit based on the customer’s credit
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Clover Risk DB Utilization ModelClover Risk DB Utilization Model
System Overview (Function development steps)System Overview (Function development steps)

Stage 1 Stage 2

Develop
Risk Database

Introduction of member ranking
Profit/risk ranking

Development of limit 
update function

• periodic limit update
• irregular limit update
• timely limit increase

Improve risk database

Optimization
analysis

Optimize authorization, 
period update, 

re-issuanceD
evelopm

ent areas

• Evaluation of credit 
per transaction history

Develop a system for 
real-time extension 

of credit

•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

1

2

3

4 Introduction of data mining tools
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Details of Customer Management FlagsDetails of Customer Management Flags

Intermediate
mngmt codes

Measure 
mngmt codes

Update pitch codes

Member class codes

00~XX

00~XX

00~99

00~XX

Update timing Save 
history

Update
method

Once a month

When implemented

Once a month

When implemented

Purpose of use

Risk Class

Measure mngmt

Update pitch

Profit Class

auto

manual

auto

auto

Yes, 1 yr

Yes, 1 yr

No, ------

Yes, 1 yr

Code system

Profit codes

Risk codes Relative Risk & Profit Management

Risk (ASS, BSS, etc.)

R
eturn (Profit)

MeasureMeasure

MeasureMeasure

Low-risk 
Hi-return

Low-risk 
Low-return

Hi-risk 
Hi-return

Hi-risk 
Low-return
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Sales support

Review New collection

Intermediate control

Behavior Analysis

RiskRisk
DatabaseDatabase

DEARDEAR
Process, editProcess, edit

infoinfo

IBISIBIS CROSSCROSS

FalconFalcon
BMS etc.BMS etc.

Risk/Profit rank, etc. 

→Marketing support
Sales summary info, 
etc.

ASS 
membership 
application info, 
etc.

Use/delinquency 
occurrence status

→ Improvement of review 
capability

Negotiation 
history (in codes), 
etc.

Priority

→ Improvement of 
collection capability

Illegal use info

multiple liability info, 
etc.

Risk/Profit rank, etc.

→・Revise Falcon Rule

・Revise multiple 
liability standard

Risk Database Utilization ModelRisk Database Utilization Model
Organic/Interactive Use of InformationOrganic/Interactive Use of Information
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10010 Credit Line

Distribution of limit amount / # of members

10010

Distribution of limit amount/available balance

BA

Now

BA

Now

While maintaining the current risk occurrence rate, maximize the utilization
and minimize the loss associated with the utilization opportunities.

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

Build up the available balance by providing appropriate credit limit in the high limit zone

Risk Distribution

Effects of BA

Effects of BA

Optimization of Limit AmountOptimization of Limit Amount

Credit Line
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II
Information Integrator

WAS
(Websphere Application Server)

WBI
(Websphere Business Integrator)

New Campaign ManagerNew Campaign Manager

New Campaign Management SystemNew Campaign Management System
(Projected plan in collaboration with IBM (Projected plan in collaboration with IBM 

currently in Phase I currently in Phase I –– engineering design)engineering design)

Campaign Mgmt 
Database
Campaign Validation

DEAR System

New campaign 
channel

Customer
Database

Campaign 
Management

Other Database or 
logged information

In 2004

Future

CustomersCustomers

Apply Campaign Feedback

• Personalize the campaign for each customer.
• Provide flexible evaluation of each campaign.
• Enable 10K+ campaigns / year.
• Enhance campaign strategy with information analysis with 
3-5 years results.

• Enhance campaign channel and data source.
• Enable Web client for broader campaign management staffs.

•• Personalize the campaign for each customer.Personalize the campaign for each customer.
•• Provide flexible evaluation of each campaign.Provide flexible evaluation of each campaign.
•• Enable 10K+ campaigns / year.Enable 10K+ campaigns / year.
•• Enhance campaign strategy with information analysis with Enhance campaign strategy with information analysis with 
33--5 years results.5 years results.

•• Enhance campaign channel and data source.Enhance campaign channel and data source.
•• Enable Web client for broader campaign management staffs.Enable Web client for broader campaign management staffs.

Evaluate/
Analyze

Plan


