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Who we are

As a member of the BBDO Group, BBDO Consulting is the top management
consultancy for top-line management consulting.

— Overview BBDO Group —

— BBDO Consulting facts & figures —

Largest marketing network worldwide
Employees (2002): 3610
Sales (2002): € 2109 mn
Fee (2002): € 316 mn
Competencies:
M Strategy consulting
B Market research
B Advertising and sales support
® PR/IR
B Direct marketing
B Media
B Interactive communication

B Sponsoring

Founded in 2000 in Dusseldorf
Employees (2003): ca. 100

Offices (2003) in Dusseldorf, Munich, Berlin,
Madrid, New York, London, Zurich

Clients (excerpt):
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http://www.siemens-mobile.com/mobile/CDA/presentation/ap_mobile_cda_presentation_frontdoor/0,2039,2,FF.html
http://www.t-online.de/c/00/00/04/46.html

Who we are

We are positionned as a niche boutique.

Strategy

Competency

A\

— Positioning —

_ CAP GEMINIT

McKinsey&Company

HE BosToN CONSULTING GROUF

Roland Berger
Strategy Consultants

Booz | Allen | Hamilton

=
accenture
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http://www.grey.de/home.htm

What we do

Our offering combines brand and customer equity management to an integrated

optimization approach along the entire customer lifecycle.

— Core Competencies of BBDO Consulting —

OZ==-rchOZOO
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Brand Equity Management
Customer Equity Management

Awareness Image Consideration Purchase
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What we want to achieve today together

— Proposed Obijectives —

B Understand the implications of industry trends on Customer
Equity Management (CEM)

B Understand the concept of CEM
B Discuss industry examples

B Learn about the BBDO Consulting approach (process and
selected tools)

B Share and discuss own experiences
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Agenda

B Changing Market Imperatives for Financial Services

B How to Succeed with CEM — Definition and Examples
B Current Status of CEM and the BBDO Consulting Approach
B Selected CEM Tools

B Summary
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Changing Market Imperatives

Various aspects drive the need for excellence in Customer Equity Management as
key competitive advantage.

— Key drivers within the financial services industry — — Implication —

m The European financial services sector is
saturated leading to crowding-out competition
m Sustainable growth is can’t be taken for granted

Economic
slowdown

m Opportunities for global growth remain strong as

Globalization
markets open-up

NN NN

Market m Liberalization of the financial services sector entails Customer
convergence opportunities across business fields Equity
' Management
m Need for consolidation due to over-served markets as Strategic
M&A : : :
m Return of the single point of contact concept Imperative

m Financial products are increasingly

Commoditization undifferentiated and price ranges are compressed

Information m The depth and breadth of available information through
Technology the Internet empowers the customers

oCUmwW
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Changing Market Imperatives — Economic Slowdown

The economic slowdown reduced the size...

— The number of wealthy households continued to decline —

40 —
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(7)]
C
2 20 U 9.8
=
15
10
15.2 15 14.6 13.6
5
0
1999 2000 2001 2002
Only householdswith AuM > $ 250.000.-

Decrease of 9.8 %

O Latin America

O Asia-Pacific and the Middle East
W Europe

@ North America

Source: Winning in a Challenging Market — Wealth 2003 (BCG, 2003)
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Changing Market Imperatives — Economic Slowdown

...and the revenue of the private banking customer base.

— Revenue from wealthy households has fallen sharply since 1999 —

B Direct equities

O Equity mutual funds
B Hybrid mutual funds
0O Bond mutual funds

O Direct Bonds

B Money market funds
@ Cash and deposit

500
Decrease of 25.4%
450 -
400 7 .
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= 250
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150 r— — e | —
100 -
50
0
1999 2000 2001 2002
Only households with AuM > $ 250.000.-

Source: Winning in a Challenging Market — Wealth 2003 (BCG, 2003)

Seite 9 | 14.05.04 | Customer Equity Management | IFZ, Modul Retail Banking

oCUmwW

OZ=-=-rFCc2ZOo0



Changing Market Imperatives — Market Convergence

The majority of wealth managers expect to grow through improved relationships or
new clients from competition.

— Which external sources will account for revenue growth? —

Joint Ventures/strategic

Mergers and alliances
. 3% Greater use of
aCQUIiltIOI’lS intermediaries
4% 11%
New clients to private
banking/wealth Market appreciation
management 9%
17%
New clients Won from More business from
conprsiicers 7 ~ existing clients
22% 34%

Percentage of respondents

Source: Competing for Clients - Global Private Banking Survey (PwC, 2004)
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Changing Market Imperatives — Market Convergence

Wealth managers are therefore fiercely competing on the same selected customer

— Current customer base and expected in 3 years time —

segments.
Client segment Percentage of clients
> $ 50 Mio 2%
$5 - 50 Mio 15%
$0,5-5 Mio 39 %
$0,1-0.5 Mio 44 %

Source: Competing for Clients - Global Private Banking Survey (PwC, 2004)
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Percentage of respondents
expecting increase in 3 years

49%

/1%

S57%

14%
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Changing Market Imperatives — CEM as a Strategic Imperative

With increasingly demanding and selective clients it is imperative to get the basics
right first.
— Steps to excellence —

Potential increasing depth R Trustet Adviser
of relatlonShlp » Demonstrably acting primary interests of client
» Holistic approach to advice,

e negatively correlated with  Prepared to make long-term investments in clients

number of clients/RM Active Management of clients

« High personal engagement with clients

o positively correlatet Witb.“ » Personalised attention to investment performance

AuM/client * Proactive recommandation for actions for clients's portfolio

Oversight of portfolio
* Monitoring of portfolio
* Regular (annual/semi-annual) reviews and strategy discussions
* Respond to requests for invesment ideas

Execution of agreed financial services

* Respond on requests for business from potential Clients

* Processing, execution and correct reporting of transactions and account statements
» Relationship managers's actions aligned with incentive based activities

» Standardised risk assessment and matching

Source: Defining Excellence in Private Client Service (BAH, 2003)
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Agenda

B Changing Market Imperatives for Financial Services

B How to Succeed with CEM — Definition and Examples

B Current Status of CEM and the BBDO Consulting Approach
B Selected CEM Tools

B Summary
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How to Succeed with CEM — Definition

Customer Equity Management is one of the company’s three core competencies and
often conflicts with the two others.

— Core competencies, key value drivers and their relationship —

Customer Equity

Management

* Customization vs.
Standardization

* Bundles vs. Volume

* Share of Wallet vs.
Share of Market

* Interaction vs.
Speed

Customer-centric
W= Scope Effects

Amazon

o
American [Express

@
DaimlerChrysler

o
Coca Cola

st-centric
= Sc Effects

[
Deutsche Bahn

Infrastructure
Management

Innovation of
Products/Services

* Innovation vs. Maturity
» Revolution vs. Evolution
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How to Succeed with CEM — Definition

Every industry has a different logic in terms of customer behavior and product/

service characteristics.

— Industry — — Company — Characteristics — — Impact on CEM (examples) —
(example) —
* Long buying cycles « Many of today’s CEM activities create cost
Autiaraive BMW » Rare “natural” contact not value
* Relationship determined by product * CEM needs to integrate the dealer as
» Dealer owns the customer contact person of customers
’ Crlé%tggi%rn'/zgﬁ\?:fnzidmurg;?azirev'ocfe » High importance of integrated activities
Airlines Lufthansa Bersonal contact)y b across_all touch points _
» Extreme ABC-customer allocation » Potential for value segmentation
Consumer » Consumer goods character (short ’ ccz:l?sToprﬁglr? must get to know their
) Siemens ICM product life cycles) .
Electronics « No direct customer contact « CEM can mainly support loyalty, cross
selling & purchase cycle shortening activities
Financial * Not time-specific services * CEM has to build trust through transaction
. Allianz » Relationship determined by trust and relationship quality
Services - Diversity of offers and services * Huge potential for cross selling
Online _ . ,Gate Keeper* function * CEM has to focus on retention _
Servi T-Online « Low switchina barriers e CEM can bundle thousands of services (e.qg.
ervices d through alliances)
» Low absolute margin per transaction
Consumer Wriglev's « Low involvement ginp » CEM has no relevance at all (at least on
Goods gley B2C level), focus on BEM

* No direct customer contact
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How to Succeed with CEM — Definition

From a customer perspective, the company’s market success is determined by three
elementary evaluation criteria.

- Customers’ Evaluation Criteria -

1. Product Quality

= Product characteristics
(services, functions)

= Breadth of product range
» Price-quality relation

oCUmwW
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2. Quality of Customer Transactions 3. Quality of Customer Relationship

S

Honoring customer loyalty
Personal relationship of customer to

= Efficiency and effectiveness of
interactions

» Consistency of transaction quality “ company

= Support of the customer for Fulfillment of personal customer
necessary decision processes needs
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How to Succeed with CEM — Definition
CEM strategies therefore aim at maximizing the customer life-time value.

- Drivers for customer life-time value -

Customer Value

4 Increase of share of wallet,
cross and up-selling, service,

decrease inter purchase intervals

Why do they stay customers?

Tim"é--..___expansion of the
custor'h.gr relationship

Identification and
new attractive customers

Why do cust&mers leave?

>
Duration of Customer Relationship

Seite 17 | 14.05.04 | Customer Equity Management | IFZ, Modul Retail Banking
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How to Succeed with CEM — Definition
More specifically, CEM addresses the value drivers along the customer’s life cycle

- CEM value drivers along the customer’s lifecycle -

Satisfied
Anonymous Interested N(e)vr\]/ e(.:gfggﬁ]gr/ Customer/ Loyal Deserted
Customer Contact Customer Multi-Product Customer Customer
Lifecycle Customer
Acquisition Development Retention
® Efficient generation of ® Increase in cross/up-selling ® |Improve customer
leads success quote satisfaction
® Increase in conversion ® Increase products/customer ® |ncrease customer life
rates ratio time
CEM ® Increase assets under ® Decrease churn rate
Value management/customer

Drivers
Service Costs

® Lower service costs with increased number of products/customer and improved customer insight
® Reduce service costs by reduction in churn rates (acquisition 10x more expensive than
development and retention)
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How to Succeed with CEM — Definition
The success of CEM depends on the availability of integrated corporate capabilities.

Satisfied
Anonymous Interested Ngvr\]/e(_:;rs;(c)m;r/ Customer/ Loyal Deserted
Contact Customer Multi-Product Customer Customer
Customer

High Performing Organization
= Creation of a customer-centric
organization

Ensuring a consistent
,Customer Experience*

Customer Insight
= |dentification of valuable
customers

» |dentification of needs / .
behavioral patterns

oCUmwW
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ustomer Offers
Development of
attractive/relevant
service-bundles

= Creation of positive
switching barriers

Customer Interaction

= Creation of integrated,
user-friendly and
relevant interactions

» Development of a
consistent customer
dialogue

Enterprise Integration
» Reduction of internal barriers

» |ntegration of all relevant
Source: Accenture external partners
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How to Succeed with CEM — Definition
Integrated CEM delivers value along three dimensions.

- Benefits of integrated CEM -

Efficiency Effect ’

* Value creation-oriented
allocation of the marketing
budget (reduction of
spreading)

» Dialogue-based analysis of
communication effect
(“learning” communication)

+ Use of cost efficient |mage Effect
communication channels

e Customer-centric corporate culture

* “Buyer value” —oriented
communication

» Active request for feedback and
individual reaction

Source: Accenture
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~ Sales Effect

Customer loyalty through
customer integration

Acquisition of new customer
segments through demand-
specific service offers

Enforcement of price
premiums

Development of tailor-made
service offers for profitable
segments
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How to Succeed with CEM — Examples: Integrated Capabilities

Value creation through integrated CEM — example credit card industry

Customer Equity Management of the credit card industry

300%
250% -
g 200% 1 B CEM company
g [ | Industry average
@
S 150% 1
[¢]
o
(O]
o
100% -
50% -
o | h mm— W
1991 -1995 1991 - 1995 1991 - 1995 1991 - 1995
«Value Unusual growth CAGR Net ROE
Creation"* Margin
Category

Performance difference
between the average
company and the CEM
company (in %)

—

* Value Creation
= 126% difference

oCUmwW
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* Unusual Growth (CAGR):
=>» 20% difference

* Net Margin

= 2% difference

* Return on Equity (ROE)
=>» 3% difference

* Value Creation:
Ratio of net market capitalization and profit (EBITD)

Source: Accenture
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How to Succeed with CEM — Examples: Integrated Capabilities

Value creation through integrated CEM — example communication industry

- CEM contribution to success -

Nearly 50% of the ROS difference
compared to average companies
could be attributed to CEM
capabilities

33% ROS*

12 pp.
other
factors

4.3 pp.
Sales

ROS*-
impact

10 pp.
attributed
to CEM

11% ROS*

2.4 pp.
Service

Top Average
Performer Performer
* ROS = Return on Sales pp. = Percentage point

Source: Accenture
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Service = € 70 Mio.

- Enabling capabilities -

. Effective advancement of the

sales staff

. Development of effective sales

plans

. Fair compensation/bonus for the

sales staff

. Value based price models
. Effective allocation/usage of

customer data

. Development of effective

strategic alliances

. Effective execution of the

marketing plan

. Build-up of an effective account
system

. Retention of the best service
people (attractiveness as
employer)

3. Controlling of the customer

service effectiveness

. Retention of the best sales people

oCUmwW
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How to Succeed with CEM — Definition: Customer Insight Capability

Excellence in the Customer Insights capability results in the understanding of both

the inside-out and outside-in perspectives.

A
Customer Perspective
Buyer Values Situations
Value patterns, Consumption
determining a situations determi-
consumer's general | ning a consumer*s
believes, interests concrete behavior
and attitudes based on the
towards a product unstable specific
or service circumstances of the
y  Past- event future-
A<oriented

v

Historic Value

Past monetary value
a customer has
contributed to the
company'‘s wealth
(measured in direct
or indirect revenue

or profit)

. orient’ed
Potential Future

Value

Projection for poten-
tial future value a
customer might
contribute, including
aspects of churn risk

and referral
potential

Enterprise Perspective (Lifetime Value)
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Determines how the
customer wants to bhe
treated

= Impact on CEM content

elements

Determines how much to

invest in which customers

= Impact on customer
cross/up-selling strategy

= Impact on loyalty
strategy
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How to Succeed with CEM — Example: Customer Insight Capability

Insurance company XY systematically identifies valuable customers through
customer segmentation based on their potential and profitability.

Example
Age 25 - 32 years
Married without
children or single
Young
professional
Products: liability
or disability
insurance
Low premium
contributions

Example

= Age above 65
years

= Retired

= Products: old age
insurance

= |Low to medium
premium
contributions

- Customer segment-specific value levers -

Customer
Potential

high

medium

low

V
Developable

/I Levers: cross/up-selling,
churn prevention

= Determination
of profitability B
Established base@'bor} g
Levers: up-selling, contribution s
margin
prevention = Scoring of

v/
i bl E// loyalty, churn

Non profitable

low-cost channels
(e.g. online)

Levers: migration to

TZaNY

potential based
on disposable
income, age,
current products

low

Customer Profitability

Seite 24 | 14.05.04 | Customer Equity Management | IFZ, Modul Retail Banking

medium

high

Example
Age 40-50 years
Married with children
Established career
Products: life, liability and
householder’s insurances
Medium to high premium contributions
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How to Succeed with CEM — Example: Customer Offer Capability

Contact strategy/content, communication channel, product offerings and sales pitch
were developed for the defined customer profile.

- Example of customer segment-specific contact content -

Selection of addresses from the segment “Developable Customer”
= Age 28 - 35 years = Employee " O_Id age insurance as
= Married, one child = Affluent residential areas single product

Lever for communication content:

Cross-selling of risk life insurance and disability insurance

Communication content components

Contact style

= Easy to understand
= Visual

= Colloquial

Product offer
= Risk life insurance
= Disability insurance

i

Segment’-
Developable Customers’

" Sales argumentation

e Co mmunication channel

= Family safeguarding in
the case of death

= Preservation of minimal
Ilvmg standard

» Telemarketing for appointments
......... » Personal advisor for contract closure
e = Mailing for after-sales information
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How to Succeed with CEM — Example: Customer Integration/Enterprise Integration Capabilities

A large international private bank has established clear processes for each customer
touch point which are supported by integrated systems.

- Customer touch points in a multi-channel environment -

K
1
Betrener n
d
e
Call Center
\ I
Direct n
Mail . B t
e
Internet / r
e
5
S
Terminal
e
n
Response/ Interesse Information Eeispiel Beratung Verkauf t
Altivitat rechoung

Verfolgung eines Prozesses
Ergebnis - fiir jede Kampagne
- fiir jeden Kunden/Interessent
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How to Succeed with CEM — Example: Customer Integration/Enterprise Integration Capabilities

Customer-centric collection and management of information is the basis for
excellence in CEM.

- Scope of customer interactions - - Benefits of integration-

Customer-centric view

= Multi-channel

Data Mining 4{<:% = All products
and Modeling Data Mart = Behavior, affinity

= History

Aligned marketing

Finance Transactions Non-Finance Transactions = Household view
(core systems) (contact mgt systems) = Customer retention
= Contact content
Aligned infrastructure
RM Online Call Branch  Direct e B Periney = Front end

Banking Center (Retail) Mail
= Processes

= Information technology
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How to Succeed with CEM — Example: Enterprise Integration/High Performing Organization Capabilities

UniCredito Italiano has implemented a common IT infrastructure and a central CEM
Organization to plan and execute marketing and sales campaigns across channels.

- Aligned CEM organization and infrastructure - - Benefits -

Headquarter

» Improved standard
service levels and

?aet?cl)lfris BackOffice reduced costs in
S platforms | o — mass market
. CRM E | i T i = Enabled
i i Multichannel i ___________________ i comprehenswe CEM

R . planning and real-

Network time controlling
» Improved cross-
| | selling in all
UCI-Private UCI-Retail UCI-Corporate segments

e king @ UniCredit Banca (g Unicred

Banca d'Impresa
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How to Succeed with CEM — Example: Enterprise Integration/High Performing Organization Capabilities

Accenture developed for Zurich Financial Services Spain a unique Insurance
Solution covering Life and Non-Life Business

-Overview Accenture Insurance Solution -

Accenture Insurance Solution

Decision Support/ Data Warehouse

Kernanwendungen
Portal Produkt- Bestands- Schaden/ Schnitt-
cunde 1 P fabrik fihrung Leistung Vertriebs- SteRl\If//ZU
: steuerung Control-
 Vermittler | Provisions- R,L\j/lcitk__/ In-/ ud
Syl versicherung Exkasso

Partner |

Akquisition/ N hft Produktent- Bestands- \ Schaden/ Vertriebs- Finanz-
Beratung eugescha wicklung verwaltung / Leistung steuerung wesen /
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How to Succeed with CEM - Summary

Relevance of key CEM levers for different banking businesses.

Priority & Challenge for

Acquisition

Development

CRM
levers

@ High

(D Medium

O Low

Retention

Service Costs

Retail Private Online

banking banking brokerage
Acquire new Find innovative Acquire new
customers more ways to acquire customers more
efficiently new customers efficiently

Increase share
of wallet

D

Reduce decli-
ning customer
loyalty

Migrate low potential

customers to

low cost channels

Seite 30 | 14.05.04 | Customer Equity Management | IFZ, Modul Retail Banking

(e.g., alliances)

Migrate custo-
mers to high-
yield products

D

Attrition rate in
private banking
corresponding to
mortality rate

D

Use call center for

D

Increase trades/
assets per
account

Reduce attrition

O

Low cost to serve

information requests as value

to decrease costs

proposition
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Agenda

B Changing Market Imperatives for Financial Services

B How to Succeed with CEM — Definition and Examples

B Current Status of CEM and the BBDO Consulting Approach

B Selected CEM Tools

B Summary
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Current Status of CEM

Many financial services companies have doubts about the value of CRM despite

significant investments.

- Situation -
Lack of shared understanding of -
CRM and actionable objectives .

Implementation not driven by
robust and comprehensive
business case

Ignorance of the change impact

Absence of benefit tracking

Seite 32| 14.05.04 | Customer Equity Management | IFZ, Modul Retail Banking

- Implications -

Lack of strategic guidance and governance

Limited understanding of drivers for customer behavior
Lack of alignment between units in the sales processes
Unclear responsibilities and frustration

Lack of decision support

Increased risk exposure, particularly regarding IT-related
investments

Lack of transparency in resource consumption and ROI

Resistance in the sales organization
Significant redundancies

No learning environment and lack of flexibility
“Not invented here” syndrome

Lack of focus on relevant activities/initiatives
No instrument for corrective actions

No controlling for business case realization
Increased top management reservation

oCUmwW
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Current Status of CEM

CRM projects consistently fail to deliver the expected values despite significant
investments.

- Global expenditures on CRM Systems ($ bn) - - Impact on business results % of respondents) -

Significant
improvement c
o]
B N
B u
Clear D ;
improvement 0 !
_____________________________________ G
2001 2004 Limited B "CRMisa
improvement fantasy in most

organizations".

B 60% of CRM

No measurable projects fail

improvement

Source: www.brandchannel.com, 2004 Source: IMT Leadership strategies in CRM (Metagroup, January 2000 )
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BBDO Consulting Approach
BBDO Consulting’s Brand Screen clearly identifies the potential of CEM value levers.

- Comparison: Best in class with Bank XY -

82%

Best in class

Competitor 2%

B an k XY 15% ............

Unaided
awareness

Aided
awareness

Image Consideration: Purchase Loyalty

Seite 34 | 14.05.04 | Customer Equity Management | IFZ, Modul Retail Banking

oCUmwW

OZ=-=-rFCc2ZOo0



BBDO Consulting Approach

Bank XY is unable to convert its awareness and is worst in class with regard to

loyalty.

— Performance of Bank XY’s brand compared with competitors —

A\L/Jvrz;?ie?]eedss AwAairde?]iss Image  Consideration Purchase  Loyalty
Bank XY 15 88 14 12 2 9
Comp 1l 100 100 31 28 41 25
Comp 2 48 87 31 30 7 28
Comp 3 57 86 24 20 6 15
Comp 4 54 96 14 14 9 13
Comp 5 94 100 24 23 26 21
Comp 7 3 59 11 12 2 13
Comp 8 66 93 23 16 4 9

|:| Best in Class

- Worst in Class

Source: d&s Anlagemonitor 2003 CH und D, Sample = 650, in %

|:| Focus of subsequent analysis
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— Conclusions —

Comp 1 is the benchmark
for awareness, both
unaided and aided

Comp 2 scores highest in
terms of Image, followed
by Sarasin and Credit
Suisse

Comp 2 is best in class
with regard to
Consideration

Comp 6 is worst in class
across all categories
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BBDO Consulting Approach

The development path for CEM is driven by generating consumer know-how.

- CRM / CEM Development Path -

high
CRM / CEM
Investment
low
: Behavioral ~ Segmen- Lifetime
Potential Drivers tation Value
low high
Consumer
Know-how
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- Development Principles-

Focused on
objectives

Consumer
behavior
oriented

Pilot
proof first

time

Define objectives
first...

... then understand
what drives consumer
behavior...

...then proof
hypotheses before
investing.

B
;
)
)

OZ=-=-rFCc2ZOo0



BBDO Consulting Approach

The CEM development path drives the focused investment in corporate capabilities.

- BBDO Consulting CEM Framework -
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Life-Time
5 Value
o
cé Segmen-
5 tation -
c L
™ o
5 Behavioral |
£ drivers o -
S - P
n - P
2 L -
S8 Potential » .
o o © O i
ki CEM
= objectives
Q
©
=3 Customer
% intelligence
s Offers
-
o " Inter-
o ] action
O
Resource
Performance

o

12/

- Key Steps -

Definition of CEM objectives based
on company-specific potentials (e.qg.
acquisition, loyalty).

Development of customer
intelligence capabilities based on
knowledge on behavioral patterns.

Definition of distinctive offerings
(bundles) and interaction patterns
for consumer segments.

Intra and inter corporate integration
of resource performance to leverage
customer lifetime value.

Iterative piloting of steps ® and © in
order to assure effective impact on
behavioral drivers.

oCUmwW
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BBDO Consulting Approach

Successful CEM initiatives in the financial services industry must address seven key
success factors.

Strategic
Alignment
What is CEM and what -
Agent/Broker do | want to achieve with Behavioral
Involvement it? Drivers
q q What creates customer
How to avo_|d bu;mess ’ interest and influences
process disruptions? buying behavior?

Project-
organization

What organizational
provisions enable project
success?

e On-strategy

Implementation

How do | communicate
effectively in line with the
agreed strategy?

Business
Case

Will the initiatives deliver
value and how is it
measured?

Customer
Qualification
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How do | focus on the
»right“ customers?
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Agenda

B Changing Market Imperatives for Financial Services
B How to Succeed with CEM — Definition and Examples

B Current Status of CEM and the BBDO Consulting Approach

B Selected CEM Tools

B Summary
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BBDO Consulting Approach

We have developed a set of CEM tools to navigate through BBDO Consulting’s CEM
framework.

- CEM Framework - - CEM Toolbox -

Seite 40 | 14.05.04 | Customer Equity Management | IFZ, Modul Retail Banking

CEM CEM CEM CEM
Analysis Strategy** Implementation Controlling
Life-Time
Value Tool 1) CEM Quick Tool 5) Basic Tool 9) . Tool 13) cEM
Segmen- Audit :F#:I Segmen- :Fd: CEM Pilot Business
i . F o tations a i Approach
tation = (Status Check) a9y (Cust. Intell) &9 Case
Behavioral o 5 o -
e B B CEM Tool®) - advanced Tool 10)* CEM Archi CEM Perf
) s - o N rchi- erfor-
Potential b - Do Objectives @ﬂ? St:?irgsg :{Z’:’? tecture & mance Mea-
| [y P (KB [ i
“ g g g Frame r_-"q: (Cust. Intell) r_‘hl-‘ Integration surement
b'CEtM s = n ol Tool 7) it Tool 11)*
objectives P b . ifetime
< = - CEM Potential = = Change
Customer S - Screen '—_—ﬂT V(ilfs? m&?fl '—_—’j?? Management
intelligence B C-q:l - el :‘:h‘-
offers iter. - -
_--""__action Tool 4) Tool 8) Customer Tool 12)
Resource ,\ Behavioral ,\ Strategies ; BEM/CEM
Performance @?j‘zll Driver Model d;’?‘:;I (e.g. Bonus u Framework
:‘:‘% :% Program)
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Selected CEM Tools — CEM Quick Audit — Tool 1

The CEM Quick Audit is used to analyze the Client’s current situation and identify
areas for in-depth internal analysis.

—Tool description: CEM Quick Audit —

guestion(s)

Objective Identification and assessment of company’s CEM
performance regarding to best-in-class
competitors

Addressed = How do the CEM capabilities compare to those

of Best-In-Class Competitors?

= Where are improvement levers?

= What are the company’s relevant CEM
activities to focus on?

Functionality/
proceeding

» Standardized CEM Quick Audit questionnaire
(industry specific)

» Standardized workshops and interviews with
decision-makers and CEM representatives
(e.g. Senior Management, CEM Project
Manager, etc.)

Data sources

= Company data (via questionnaires, workshops,
interviews)

= BEM/CEM Practice Fact Base (data available
for selected industries)

» Field research

» Benchmarking database on Quick Audit data
for target industries

CEM Capabilities

CEM Objectives.

Customer Intelligence

Offering Bundles/Interaction

Integration

Life-Time
Value
Segm
tati -
! |
Behavioral 1
drivers e !
i
]
i
Potential 1= d |
- ! [}
-1 | ] ]
o ) CH o
]
= = ] | tim
CEM =L b |
objectives -
Customer
intelliges ! !
Offering N7
bundles /
Interaction
Integration

Identification of
key capabilities

Client's

@ o 9 DI
O = thd. D 4 )
G GCRECHORG)
G CRECHGHC

Assessment towards
competitors

high
4'0“8!?’ <

Cl

L Jovl

CEM . Jox]
Vision

low

low CEM high
Capabilities
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Selected CEM Tools — CEM Objectives Frame — Tool 2

A cross company objectives frame ensures that CEM measures take a holistic ap-
proach and are in line with overall, economic & psychographic company objectives.

—Hierarchy of Objectives —

Acquisi-

Cross
Selling

Cost
Effiency

Awareness

Reputation

Intention

Customer
Insights

Customer
Satisfaction

Value
perception
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CEM CEM CEM ‘
Strategy Implement. /| Controlling
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The Behavioral Driver Model allows to invest in the most effective loyalty scheme
elements.

Selected CEM Tools — Behavioral Driver Model — Tool 4

= Many companies in most industries are aiming at fostering customer retention through
customer loyalty schemes.

» The loyalty scheme elements are mostly defined based on individual industry
experience, competitor activity monitoring or just “gut feel”.

~ But almost no company has a clear understanding what behavioral motivators
really drive customer loyalty!

To avoid investments in or cost for ineffective loyalty program elements, BBDO Consulting
has developed a quantitative tool to...

... determine which bundle of rational and emotional benefits “drives” the (re-)
purchase decision of the various customer segments.

Seite 43| 14.05.04 | Customer Equity Management | IFZ, Modul Retail Banking
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Selected CEM Tools — Behavioral Driver Model — Tool 4

The loyalty driver structure allows to identify what really triggers customer loyalty.

Rational
Switching
Costs

o Price
\ Benefits

Increase
Switching
Costs

Emotional
Switching
Costs

Value
Benefits

offering loyalty price benefits

i ‘ . . unique time saving value
9 Time Savings added services

9 Convenience | unique value added services
‘ Benefits for enhanced convenience

(6) Trust
‘ (reduce perceived risk)

@ Likeability
@ Sense of
- Belonging

Seite 44 | 14.05.04 | Customer Equity Management | IFZ, Modul Retail Banking

9 Information | program specific and unique
‘ Benefits value added information

@ Participation | participation in unique events/
‘ Benefits activities

trust in the brand’s/ company’s
honesty & fairness

likeability of the brand/ company
as a sympathetic “person”

a sense of belonging to an
admirable community



e [
Selected CEM Tools — Segmentation — Tool 5

Effective customer segmentation should be based on the selection of adequate
attributes which are specific for each industry.

- CEM Segmentation Dimensions -

B Financial Force

: B Competitors Force
B Product Attitudes/ B Local, regional, national,

Service Expectations international

W Brand Perception B Location of Competition
resp. of Customer Service

Constrictions/
Limitations

® When Geography
: \AV:vire c it B Industry
. ompany nistory’)  m Company size,
Opportunities Demography Age,?ncgme
Customer
Segments
m Important Customer m Loyalty
Purchase History B Phase of Life,
Criteria Customer Lifecycle
Customer Customer B Turnovers

Profitability Values

Customer
Behavior B General Attitudes

B Psychographic Criteria

B Turnovers
B Service/Aquisition Costs
B Customer Value/

Customer Lifetime Value W Source of Income
B Purchase Decision Process

oCUmwW
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CEM
Analysis

BBDO’s segmentation approach optimizes the ratio between CEM activities and
consumer know how.

Selected CEM Tools — Basic and Advanced Segmentation — Tool 5 + 6

- CEM Segmentation Optimum - - Characteristic -
individual Customer Segmentation,— Customer segmentation:
// \ m |dentification of relevant and attractive
- Twoway | customer segments on the basis of
| individual | individual customer data
/\ / m Definition of CEM activities on an &
CEM | TWO_Way\\ — individual level g N
Market Segmentation | | segment | . ¢
g/\ \\\\Specifiy/ Market Segmentation: 8 ?
[ oneway | —— m Segmentation _of total market by 2
/* targeted/ ) means of specific needs and
/ One-way .
[ Canomye L expectations
anonymous i = Positioning of company brands
low Consumer know how high within the segments

m Placement on the CEM segmentation optimum
m Determination of CEM segmentation target and approach

m Resource allocation for marketing measures for best profit/turn-over
Q Extent of interaction
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CEM
Analysis

The historic and future customer value provide the basis for value-based customer
segmentation.

Selected CEM Tools — Basic and Advanced Segmentation — Tool 5 + 6

— Potential factors for determination of customer value —

/ SOl \ m The evaluation factors need to be
operationalized individually to
Reference calculate the customer value.
Revenue ' Value 1 m The best approach to calculate the
Customer customer value is driven by the
VELUE availability of data at each company
' " (i.e. there is no “magic formula”).
Cross- : m Experience: most of the required data
Selling Information is available in-house.
Vel & Value?

1 The Reference Value accounts for multiplicator effects.
2 The Information Value guantifies the amount of information a company has about each client, e.g. preferred travel destinations.
3 The Cross-Selling Value indicates the degree of affinity for cross-selling activities.

Seite 47 | 14.05.04 | Customer Equity Management | IFZ, Modul Retail Banking
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The CEM Business Case is the key decision-support and controlling instrument for
every CEM project.

Selected CEM Tools — CEM Business Case — Tool 13

Strategic Ratio Business Case Procedure
T
The Business Case is the economic core of the CEM 1. Determine Evaluation Approach

program _ .
« Gain agreement on evaluation approach

= Focuses and builds on value drivers « Investment evaluation (Net Capital Investment, Operating Cash
Flows after tax costs and benefits, Time period)

= Clear evaluation of alternatives
2. Create Model Structure

= Documents the life cycle of the program g
= Basis f itoring tool  Build agreement to the structure of an economic model B N
asis for a monitoring too ¢ Choose single value measure (e.g. NPV, ROIC) B S
* Decompose measure by value drivers D E
T
3. Forecast Baseline Performance 0.
N
_ i ) i G
¢ Produce the baseline against which benefits are measured
) Business Performance 4 PI’OjeCt Net-Change BenefltS
Rational Case Measurement
 Forecast the future benefits
Influencing . Mod_el variables rgflect implementation changes _
Factors » Net journey benefits are the difference between the baseline
business performance and the resulting business performance
Intuition Post-hoc
Emotional or Rationalization 5. Assemble Business Case
»Gut Feel”
« Description of scenarios, alternative volume outputs, cost and
pricing structure
Before T After « Time and resource requirements
Investment Decision « Profitability Analysis, Sensitivity Analysis, NPV

¢ Opportunities and threats
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The CEM Business Case is the key decision-support and controlling instrument for
every CEM project.

Selected CEM Tools — CEM Business Case — Tool 13

Example Structure

Number of Consul-
Number of prospects ting fee
Number of prospects contacted — One-time — Agency fee
— new costs
customers Response Egc;gisram T Infrastructure
Sonver rate — Third party
Net Profit sion rate Base vehicle Invest-
from CEM— Revenue Options and rrglr:}vlln — — Number/cost
program — per new accessories — Emplo- per'lfI'E
Customer Lease / Finance yees  —[~ Training
contracts  Tools and
Profit per Extended w ar- f equipment
ranty contracts . IT infra-
—new — Y — On-going T~ structure %Agency
customer — Profit margin cosfs Cost/ ee
pro- Infra-
gram struct.
| ﬁ:gf,t per L Discounts and Cost per 31 party
customer incentives L hew Number of
customer programs /year
. CEM program
costs
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Summary

The importance of CEM will further increase: A structured, business-case driven
approach considering all value levers of the ,,customer equity“ is required.

- Drivers - - CEM Implications -

m Prerequisite for market success

Increasing competition m Differentiating strategy and value proposition

m Integrated capabilies to enable execution excellence

m Capitalization on CRM investments

CRM projects consistently fail to m Alignment with strategy and business objectives

deliver _ _ _ o _
m Strictly business case driven decision making

Brand Equity Management

Customer Equity Management

!
The big picture (i.e. CEM/BEM) ; % TL hL

Awareness Image Consideration ~ Purchase Loyalty
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Summary
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Kontakt

Dr. Sandro C. Principe
Managing Partner

BBDO Consulting Suisse AG
Uetlibergstrasse 132

8045 Zirich

Tel. +41 (0) 1 457 56 01
Mobile ~ +41 (0) 79 401 85 05
Fax +41 (0) 1 457 56 50

sandro.principe@bbdo-consulting.com
www.bbdo-consulting.com

© Copyright

Dieses Dokument der BBDO Consulting Suisse AG ist ausschliesslich fur den Adressaten bzw. Auftraggeber bestimmt. Es bleibt
bis zu einer ausdriicklichen Ubertragung von Nutzungsrechten Eigentum der BBDO Consulting Suisse AG. Jede Bearbeitung,
Verwertung, Vervielfaltigung und/oder gewerbsmassige Verbreitung des Werkes ist nur mit Einverstandnis der BBDO Consulting
Suisse AG zulassig.
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BBDO Consulting CEM Tools - Overview
We have developed a set of CEM tools to navigate through BBDO Consulting’s CEM

framework.

CEM
Analysis

Tool 1)

CEM Quick
Audit
(Status Check)

CEM
Objectives
Frame

Tool 3)
CEM Potential
Screen
Tool 4)
Behavioral
Driver Model

CEM
Strategy

Tool 5)

Basic
Segmen-
tations
(Cust. Intell.)

Advanced
Segmen-
tations
(Cust. Intell.)

Lifetime
Value Model
(Cust. Intell.)

Customer
Strategies

(e.g. Bonus
Program)
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CEM
Implementation

Tool 9)

CEM Pilot
Approach

CEM Archi-
tecture &
Integration

Change
Management

BEM / CEM
Framework

CEM
Controlling

Tool 13)

CEM
Business
Case

CEM Perfor-
mance Mea-
surement



CEM
Analysis

The applicability of the segmentation approach depends on the customer data
available at the client.

Selected CEM Tools — Basic and Advanced Segmentation — Tool 5 + 6

- Segmentation Tools - - Basic Data Examples - - Potential Data Sources -
* Market Structure, Potential and . General Market Trends/ « Statistical Authorities
One-way Hypothesis ) Studies * Industry/Market Research
* Le%QI,SDemogrtzipg_hlc, Geodemo- « Panel-Data and General » Address Broker, Marketing
SHPnYMOHS gBrcjlhlaC 'oerng?se ncsolg:]aph'c Lifestyle Statstics prormation Proveer
. vior, Psy ic, Lifesty . . _ . : :
Segmentation Consumer Behavior Studies Consultancies, Publisher

and general Typologies

e Loval isfaction mentation
oyalty/Satisfaction Segmentatio « Focus group results

» Attitudes-/Needs-/Values-/Issues

: * Interviews with different e Client’
DIy — oy Stakeholders i combination with general
targeted » Volume Segmentation (HeavylLight) Customer Satisfaction Studies and Statistics
. Expectatlon/Experlence Studies
Segmentation
* Micro-Geographic, Ethno- « Client's Stock data, e.g
Two-way Segmentation _ Demogr., Product-/ Service-
 Product-Pattern Segmentation Usage, Contact frequency,
S€g m_e_nt « Permission, Relationship response (passive/active)
specific Segmentation * Client's Controlling data, .9.  , cjient's Data Warehouse and
» Customer Value Segmentation Turnover, Profit Contribution Data Bases
. Usage_/Beha\/ior Pattern » Address Broker, Marketing
Segmentation « Recency/Frequency of Information Provider
Two way « CLC Segmentation Purchase/Usage
individual » CLV Segmentation * Monetary Value of
« Customer Tracing, Situation based Purchase/Usage, ...
Segmentation
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Selected CEM Tools — CEM Pilot Approach — Tool 9

The CEM pilot allows to understand consumer behavior based on tested hypotheses

before investing in CEM infrastructure targeted.

Concept Pilot Preparation Piloting Business Case
ol To develop the basic con- To assure a valid pilot To test CEM program, To measure the success of
) cept for relevant segments, | | environment and to prepare based on identified the pilot and to derive
O based on existing tools a smooth start potential implications
, 0 | | * Target group segmentation | | « Pilot infrastructure » Executed pilot  Profound
Qq:’ S | | * Contact strategies * (Retail) buy-in  Quantitative feedback recommendathng for
» | |« Business case model « KPI framework results future CEM activities
n ™
Define target group Prepare logistics Pilot realization Concept evaluation
and creatives :
CEM potential Test & control Processes & Creative Production of | | Customer
group infrastructure | | materials creative prospect Evaluate contact strategies | |
> materials dialog for content and frequency | |
(@)
& . :
© | |Develop contact strategy Vertical integration
o o Target Behavioral drivers Roles & Assure Data
X strategy (hypotheses) responsi- | | commitment gathering o
%) (e.g. & strategy to biﬁti es of all parties  Evaluate strategic options
l(‘_U campaign) address involved * Recommend roll-out
implication
« Derive budget implications
. v v getimp
S Define business Define key performance Data accumulation
3 case structure indicators from CEM pilot activity
3 Output data Purchase
GC’ Evaluation Model g Aﬁsguf%tre Operatio- g (e_g_%urchage drivers Define CEM activities /
7 approach structure biecti nalization intention, (e.g. satisfac- requirements for roll-out
4 objectives response rates) tion, attitude)
[oa)
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Selected CEM Tools — CEM Performance Measurement — Tool 14

The CEM Business Case needs to be translated into a measurement framework.

Address
. Awareness
Selection

Response Rate?
% Hot prospects?
% Mild Prospectst

Response Rate
Purchase Intent

Conversion/lost sales
rate

Cost/Mailing

- Content

- Postage and handling
- Fulfillment

Cost/Contact

- Mailing

- Internet

- Incentive

- Dealer visit and
test drive

Turnover/customer

- Transaction price (list -
discounts and incentives)

- Options and accessories
purchased

- Lease/finance penetration 0

- Extended warranty contract
penetration

OZ=-=-rFCc2ZOo0

Performance % Undeliverable/

Metrics Unusable
addresses!

Financial Cost/Addresst

Metrics

Program

Metrics

1 per source
Seite 58 | 1.

Purchase Intent

% Prospects who like the
brand

% Prospects who believe the
OEM builds high-quality
vehicles

% Prospects who believe that
owning a vehicle of this brand
increases their standing in the
community

4.05.04 | Customer Equity Management | IFZ, Modul Retail Banking

% Satisfied with contact
% Satisfied with dealer
visit

% Test drive offered

% Test drive taken

Performance Metrics of
Awareness-phase +

% Prospects who believe buying
a vehicle of this brand is easy and
convenient

% Prospects who were satisfied
with their lease/ finance offer

% Prospects who were satisfied
with the trans-action price

% Prospects who are overall
satisfied



Customer Lifetime Value

Kundenwert

Quantitative Qualitative Grdl3en
Grofien 4|
- Akquisitionskosten Weiterempfehlungs-
- Servicekosten potential
- Preiselastizitat - Cross-Selling-

Potential

+

Dauer der Geschéftsbeziehung

+

Kapitalwert der Kundenbeziehung

Il

Customer Lifetime Value
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Was ist ein Kunde langfristig wert?

B Verschiedene Formeln, eigentlich eine Art
abdiskontierter Deckungsbeitrag

B Sehr hohe Anforderungen an Kostenrechnung

Vorteil:
- zukunftsorientiert

- Ableitung von Handlungsempfehlungen
fundiert moglich

oCUmwW
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Nachteil:
- Kaffeesatzlesen (haufig fehlende
Szenario-Techniken) bei zukinftigen
Werten

- sehr komplex
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Vorstellung BBDO Consulting
BBDO Consulting ist in das BBDO Worldwide Netzwerk eingebunden.

— Eingliederung von BBDO Consulting in die OmnicomGroup —

Borsennotierte strategische

EOmnlcomGroup;\ Holding mit Sitz in New York City |

________________________________________________________________________________________________________

oCUmwW
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B Drittgrosstes Marketing-/
g‘g Kommunlkatlonsnetzwerk weltweit
|8t Wachstumsstéarkste

o} Marketing-Strategieberatung
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Vorstellung BBDO Consulting

— Kernkompetenzen von BBDO Consulting —

B Kombiniert drei wesentliche

Kompetenzen:

- Markenfihrung und
Kundenwertmanagement

- Beratungs-/Projekt-
management-Expertise

- Industrie-Know how

Kombiniert strategische
Perspektive des Top-
Managements mit operativer
Umsetzungskompetenz

Seite 62 | 14.05.04 | Customer Equity Management | IFZ, Modul Retail Banking

Unser Anspruch ist es, die “Lucke” zwischen Strategieformulierung und konkretem,
operativem Marketing zu schliessen.

— BBDO Consulting‘'s Rolle im Marketingprozess —

ocomm

DZ==rCcwzZoon

Ubersetzung in

Stratsgie- Jonkrete ) OG-
formulierung programme programme
|
Umsetzungs-
partner, z.B.
Werbeagenturen,

Direktmarketing-
Agenturen, etc.
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Vorstellung BBDO Consulting

Wir kombinieren die notwendigen Kompetenzen um unser Leistungsversprechen zu

erfullten.

Top Management
Beratungen

McKinsey&Company

HE BosTon ConsuLTING GROUP

(EARNEY

an EDS company

Roland Berger
Strategy Consultants

-
accenture

DROEGE & COMP. GMBH

INTERNATIONALE UNTERNEHMER-BERATUNG

— Kompetenzprofil unserer Berater (beispielhaft) —

m Top Management Perspektive
m Projekt Management Erfahrung

m Operationales Markenmanagement
Know-how

m “Business Perspektive”

m Kreativitat und Innovativitat

m Methodologisches Know-how

Werbeagenturen und
Marktforschungsmcﬂhlfn

WIRZ

[

:1' ECC KOHTES KLEWES

CUmm

Industrie

Deutsche Bank

Pmaer &Gambfe

WWWW“

CREDI FIRST
SUISSE | B05TOM

PAYBACK Sg@

ooe

HypoVereinsbank

“lnterkem
LA Dresr:lner Bank

Die Baratar
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http://www.rolandberger.de/index.html
http://www.neu.otto.de/is-bin/INTERSHOP.enfinity/eCS/Store/de_DE/-/EUR/OV_BrowseCatalog-Storefront;%24sid%24saVdPOOY36EsTN_OVmPxJ8ORmGLZdINnbzY=?ls=0
http://www.jnj.com/index.jsp
http://images.google.de/imgres?imgurl=www.viaginterkom.de/index/images/logo.gif&imgrefurl=http://www.viaginterkom.de/index/introf.html&h=98&w=292&prev=/images%3Fq%3Dviag%2Blogo%26svnum%3D10%26hl%3Dde%26lr%3D%26ie%3DUTF-8%26oe%3DUTF-8
http://www.pg.com/main.jhtml

How to Succeed with CEM — Example: Customer Offer Capability

The ability to offer the right products significantly improves customer retention and

reduces service costs in the life insurance industry.

— Customer retention [years] —

— Service costs [% of premium] —

One

Two

Three

Four

Five

Number of products

4,4

7,3

8,7

9,8

12,0

% of Premium

0 ¢
2t
20
It
10

Products/customer
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High validity of results and easier data collection result by giving respondents the
choice of interview method.

Selected CEM Tools — Behavioral Driver Model — Tool 4

— Survey Methods —

Interview method adaptable to respondents’ personal preferences

Web-based questionnaire <
B N
= A large number of B o
respondents reached in D}
short time frame 0 .
Internet Interview* Face-to-Face : @
(at home/work) Interview . Easy coI_Iectlon of complex
information
= High validity of results
In In = Permanent tracking of data

home [ '
studio collection

!ﬁ%
* The respondents will be able to call us should they

require &xsistah¢d ANthZarfietinuetHeque dioragzinesnt | IFZ, Modul Retail Banking
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