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The adoption of AI/ML in banking is not just a technological
advancement; it is a strategic imperative that is reshaping the
industry. From personalized consumer banking experiences to
efficient commercial operations, Al/ML technologies are driving
significant improvements in customer satisfaction, operational
efficiency, and financial performance.

As investment in these technologies continues to grow, the
banking sector will undoubtedly experience even more profound
transformations, paving the way for a more innovative and
customer-centric future.

84% faster growth
of deposits for banks
with the highest
customer satisfaction
ratings -

2.4X revenue

generated, by
satisfied customer
over a neutral one

The banking industry’s investment in
Al/ML technologies has been substantial
and is expected to grow significantly.
According to IDC, global spending on Al
systems in the financial sector is projected
to grow to $22.6 billion by 2025.

Identifying spending patterns and
financial behavior, to provide

el tailored financial advice and
Fargo .
personalized product
recommendations
Al-powered virtual financial
Bank of - . .
. assistants to provide transaction
America & 5 - .
HSBC advice as well as manage financial

planning

Analyze transaction data for
JPMorgan unusual patterns, flagging
Chase suspicious activities for further
investigation

Facial recognition technology for

Bl customer authentication
RPA to automate routine tasks,
ING Bank :s,uch as L{pdatmg customer
information and processing loan
applications
Deutsche Automate compliance checks and
Bank regulatory reporting

From reducing wait times, to avoiding
unsatisfactory call center experiences,
faster transaction processing and the ever-
present threat of fraud, there are several
challenges that today’s banks and their
customers face, which can be alleviated by
Al, to deliver personalized experiences,
streamlined operational processes and
secure banking .



With the advent of sophisticated algorithms and data analytics,
Al/ML technologies are enabling banks to enhance customer
experiences, optimize operations, and maintain competitive edges
in an increasingly digital marketplace.

The wide and varied Al/ML driven interventions in banking can be
classified under five key themes or pillars that constitute the
strategic initiatives deployed by banks, which provide a profound
impact on operations, enhancing efficiency, security, and customer
satisfaction.

Customer Experience: Consisting of building a highly personalized and
customer-centric environment, backed by self-service platforms to
empower and enable customers to manage their finances conveniently.
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Credit Decisioning: Providing advisory and early warning signals to
predict credit risk and enable precise assessments of borrower
creditworthiness, leading to better decision-making and reduced
default rates.

Campaign & Channel Management: Automating marketing efforts and
optimizing channel strategies ensuring that customer receive targeted
and relevant offers, boosting engagement and conversion rates.

Operational Efficiency: Streamline workflows and reduce manual
intervention, allowing banks to optimize and automate services,
reducing operational overheads.

Risk & Regulatory Evolution: Comply with evolving requirements and
mitigating risks, by automating risk assessments and regulatory
reporting

Banks that deploy Al at
scale can achieve a 10% to
15% reduction in
operating costs and a 20%
to 25% increase in
revenue. - McKinsey




Continuous monitoring and
optimization are crucial for the
success of Al/ML deployments.
Banks should regularly
evaluate the performance of
their Al models, gather
feedback, and make necessary
adjustments to improve
accuracy and efficiency.

Deploying Al/ML requires
expertise in data science,
machine learning, and Al
engineering. Banks should
invest in building skilled
teams or partnering with
technology firms to access
the necessary talent.

Banks implementing Al-driven
customer service solutions see a
70% reduction in call center
volume and a 20% increase in
Net Promoter Score (NPS),
reflecting improved customer
satisfaction."

- PwC
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Al and Machine Learning
(ML) are revolutionizing
marketing campaigns in
the banking sector by
enabling hyper-targeted
strategies, improving
customer engagement,
and maximizing ROI.

Banks that leverage
Al/ML can analyze vast
amounts of customer
data to craft
personalized marketing
messages, optimize
campaign timing, and
predict customer
behaviors with
unprecedented
accuracy.

Micro-segmentation

Micro-segmentation is a cutting-
edge strategy in retail banking that
involves dividing the customer base
into highly specific and granular
segments. Unlike traditional
segmentation, which groups
customers by broad categories like
age, income, or location, micro-
segmentation goes deeper,
considering behavioral patterns,
transaction history, lifestyle
preferences, and even digital
engagement.

10-15% increase in sales conversion
rates for banks using Al for customer
segmentation and personalized
marketing - BCG

20% increase in customer response
rates compared to traditional methods
using Al to optimize marketing timing
and channel selection experienced -
Accenture

30% improvement in marketing ROI
for banks using Al to optimize and
Mmanage marketing campaigns -
Mckinsey

A Precision Approach

Micro-segmentation allows banks to tailor
their products, services, and marketing
efforts with unprecedented precision. By
understanding the unique needs and
behaviors of small customer segments,
banks can create personalized
experiences that resonate more
effectively with each customer, leading to
higher engagement, satisfaction, and
loyalty. Typical benefits of leveraging this
precision approach are: Enhanced
personalization; Optimized marketing,
Improved customer retention, and
Efficient resource allocation



Al is revolutionizing the way we
approach marketing. It's no longer about
broad-based campaigns but about
understanding our customers deeply
and engaging them in real-time with
personalized, relevant content. The
ability to leverage Al to predict customer
needs and tailor our outreach has
significantly improved our campaign
performance and customer satisfaction.

- Michelle Peluso, Chief Customer Officer

at JPMorgan Chase

Traditional Customer Segmentation vs. Al-Enabled
Micro-Segmentation in Retail Banking

Traditional Segmentation Al-Enabled Micro-segmentation

Typically groups customers uses a wide array of data, including

based on broad demographic transactional behavior, digital
Segmentation factors such as age, income, interactions, lifestyle preferences,
Criteria geographic location, or account and psychographic profiles,

type., relying heavily on static captured and updated in real-time

data by Al algorithms

Al can deliver context-aware
personalization, tailored to small
and precise segments, providing
relevant offers and
communications at the right time
and through the preferred channel
of each customer.

Products and services are
directed at large, broad
segments of customers. leading
to generic marketing messages
that may not resonate with
individuals within the segment.

Personalization

Relies on manual data analysis,

often using spreadsheets or advanced Al/M Lalgorithms

process and analyze vast amounts

Data basic analytics tools, which can .
. : . of data quickly and accurately, and
Processing & be time-consuming and prone : . :
; _ . in real-time allowing banks to
Analysis to errors, and is is typically

respond to changes in customer

backward-looking, focusing on behavior instantly

historical data

Marketing campaigns may More precise targeting results in
reach a large audience but are higher conversion rates and a
. less targeted, leading to lower better return on investment (ROI)
Marketing . ) . .
. conversion rates and higher for marketing campaigns, as
Efficiency o
customer acquisition costs and efforts are more focused, and
carries a higher risk of wasted directed toward the most
marketing resources promising customer segments.
Customers may receive offers Al enables banks to anticipate
and communications that do customer needs and deliver
not fully align with their specific proactive solutions, enhancing
Customer ; - .
. needs or preferences, leading to  customer satisfaction and loyalty.
Experience

lower engagement and Customers benefit from a more
satisfaction, and engagementis  personalized and relevant
often reactive in nature experience.



Innovations
driving

Campaign &
Channel Management
in Banking




Imagine orchestrating a complex symphony where each note is meticulously
planned and perfectly timed. In the banking sector, campaign management
has become this symphony, with Al and ML serving as the conductors. These
technologies harmonize data-driven insights with advanced predictive

analytics, transforming what was once a fragmented process into a seamless,

impactful performance..

"Al can boost marketing-led
revenue by up to 40% by
enabling hyper-targeted
campaigns that resonate

with specific customer
segments. Our research
shows that Al-driven
campaigns outperform
traditional campaignsin
both engagement and
conversion metrics “

- Accenture

Wells Fargo utilized
Al-driven predictive
analytics to identify
potential mortgage
customers, leading to

a 15% reduction in
customer acquisition
costs and'a 25%
increase in conversion
rates.

Campaign Preparation:

Setting the Stage -

The foundation of any successful campaign
lies in meticulous preparation. This involves
finalizing the mission and fulfillment criteria,
identifying the target audience, and

building propensity models using CRM and
other data elements. Al-driven analytics take
this further by enabling the segmentation of
the target population with unmatched
precision, ensuring that every
communication is relevant and impactful.

Offer Assignment:

The Art of Personalization

In the Al-enhanced landscape, offer
assignment goes beyond mere customer
segmentation. It involves creating a 360-
degree view of each customer, integrating
data from multiple sources to link customer,
campaign, and response data seamlessly.
Machine learning algorithms generate
personalized offers that resonate with
individual customer preferences, driving
higher engagement and conversion rates..

Campaign Deployment:
Executing with Precision
Deploying a campaign is where strategy
meets execution. Al optimizes this process
by sending targeting member lists to
delivery teams and ensuring that
campaigns are published across multiple
channels simultaneously. The result is a
cohesive, synchronized campaign that
maximizes reach and impact across all
customer touchpoints

Monitoring and Reporting:
Continuous Improvement

Al doesn't just improve the execution of
campaigns; it revolutionizes monitoring and
reporting. Real-time tracking of key
performance indicators (KPIs) such as views,
clicks, and redemptions allows for on-the-fly
adjustments. Al-driven insights enable
banks to continuously refine their strategies,
ensuring optimal performance throughout
the campaign lifecycle
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Orchestrating Precision:
The New Era of Campaign

Identify test and control criteria

Segment the target population for
customizing communication, wherever
relevant

Finalize campaign mission and fulfillment
criteria

Identify campaign audience

Build propensity models using CRM and
other relevant data elements

Create a 360 view of the customer

Create customer, campaign and response
linkages

GCenerated and finalize target and control list
Design offers assignment logic
Assign offers to members

Develop and deliver offer assignment file to
the clients

Send targeting memober list to client’s
delivery team

Publish campaign on interact slot across
channels

Track the status of the campaign at an
appropriate level (views, clicks, redemptions
etc.)

Generate reminder and trigger list for entities
where responses have not been recorded

Conduct campaign sweeps on customers’
activity during the campaign

Multi frequency funnel reports on campaign
performance across channels

Post campaign insights on campaign design
attributes, offer performance and member
segments performance



Channel Optimization:
Maximizing Engagement Across Touchpoints

Al-driven channel optimization allows banks to analyze customer interactions
across multiple touchpoints, such as branches, ATMs, phone banking, and
online platforms. Banks can identify the most effective channels for engaging
specific customer segments, ensuring that marketing efforts are both efficient
and impactful.

Calculating customer profitability and mapping it against preferred channels,
banks can tailor their campaigns to match the unique behaviours and
preferences of each customer. By aligning the campaign strategy with these
insights, banks can significantly increase engagement and achieve results that
surpass client expectations by as much as 30%.

Channel usage analysis at a

customer level (# and types of Calculate customer profitability
transactions at each channel) (can use revenue as a proxy) Map channels to customer
Customer B1
Branch
Call Centre &
Al 448 High Channels Used Internat

ATM

c ° Current Profitability Medium
Phone Banking 337 Medium

Channels preferred .
. (based on What to g'::l‘c"cg:tuze'
Online Banking cl 219 High Offer)

Offer campaign to Customer B1 through Internet banking channel

99 Al and ML technologies empower

“Al-powered marketing solutions banks to optimize individual

can reduce the cost of acquiring channels—IVR, web, email, chat,
new customers by as much as voice, and social media—by
50%. Banks leveraging Al for analyzing metrics such as
campaignh management are deflection rates, click stream
achieving more targeted analysis, and response rates. This
outreach, which reduces wasted granular analysis ensures efficient
spend and increases customer cross-channel performance,
conversion rates.” leading to a more cohesive

- Forrester Research customer experience and
improved satisfaction.




Market Mix Modeling:
Data-Driven Budget Optimization

Market Mix Modeling (MMM) leverages statistical software and machine
learning to analyze and optimize media investments. By identifying direct and
indirect drivers of brand sales, banks can allocate their marketing budgets
more effectively, uncovering opportunities for revenue growth—potentially
increasing revenue by up to 10% through strategic budget reallocation.
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Forrester's research indicates that
brands that effectively utilize data-
driven insights for market penetration
see up to 25% higher growth rates
compared to their peers.




Attrition & Retention Strategies:
Targeted Customer Retention

Understanding customer behaviors and attributes is key to developing effective
retention campaigns. Al-driven predictive analytics allow banks to identify
customers at risk of attrition and tailor targeted campaigns to address their
specific needs. This proactive approach not only reduces churn but also
strengthens customer loyalty and enhances overall profitability.

Identify customers who
are more likely to attrite
in recent time

Identify central themes for
retention programs

Identify attrition rate present
in portfolio

Dec 07 - Feb0§ N Rpr'09(NOC)

St R,
Ay
= U B
Non-Active SA customers e
[CY "
-

Increase Account

el Improved Loyalty

Quotient

e 15 very high atton of customers from Non Actre
state with 36 % already as silent attritors as of Feb'08 out
of which 66% tum into Actual Attritors

8%
6%
4%

Deciles — without Modeled
Predictive modeling data

Optimized Channel Selection:
Enhancing Customer Engagement

Al-powered analytics ensure that the right execution channel is selected for
each customer based on profitability, transaction history, and channel costs.
This approach maximizes response rates and boosts customer engagement,
leading to more successful and impactful campaigns.

Where customer expectations evolve at the speed of light, Al and ML stand as
the navigators of change. Channel optimization, targeted retention, and data-
driven strategies aren't just tools—they're the compass guiding banks toward
uncharted territories of customer engagement. By mastering these innovations,
banks become the trailblazers of a new era in financial marketing, where every
interaction is a calculated step toward deeper connections and lasting loyalty.
The future isn't just about managing relationships —it's about captivating
customers, one data-driven decision at a time.
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From improved
targeting accuracy and
increased customer
engagement to
significant boosts in
marketing ROI, Al and
ML are reshaping the
way banks approach
their marketing
strategies..

Banks with strong
omnichannel
strategies have
reported customer
retention rates as
high as 89%,
compared to just 33%
for those with weaker
strategies (Aberdeen
Group).

Enhanced Targeting Accuracy
By leveraging Al and ML, banks can
achieve precision targeting that
improves engagement and conversion
rates. Analyzing transactional data, social
media activity, and online behavior, Al
can identify micro-segments within the
customer base.

Advanced Personalization
Al-driven personalization goes beyond
demographics, creating highly
individualized customer experiences. This
allows banks to deliver personalized
marketing messages that resonate with
individual customers, leading to higher
engagement rates..

Operational Efficiency

Al/ML algorithms can analyze past
campaign data to determine the optimal
timing and channels for marketing
efforts. By predicting when customers
are most likely to respond, banks can
deploy campaigns that reach customers
at the right moment, maximizing impact.

Real-Time Insights

Al-driven real-time analytics allow for
immediate campaign adjustments,
optimizing results.

Predictive analytics powered by Al/ML
can forecast which customers are most
likely to convert or engage with specific
products.

Increased ROI

Optimized targeting, personalization,
and channel selection drive higher
returns on marketing investments. Al/ML
provides real-time insights into
campaign performance, allowing banks
to adjust strategies on the fly. This
continuous optimization leads to better
resource allocation and higher ROI.
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Historically, marketing strategies in banking were primarily reactive, based on
historical data and often implemented long after key events had occurred.
This approach resulted in delayed responses to market changes and missed
opportunities for real-time engagement. The introduction of Al and ML has
enabled a paradigm shift towards proactive marketing. Predictive analytics
harness historical and real-time data to forecast customer behaviors and
trends, allowing banks to anticipate needs and deliver timely, relevant
messages.

Road Ahead

Al-driven campaigns represent a new frontier in marketing strategy. As banks
continue to embrace these technologies, the potential for enhanced
customer engagement, increased efficiency, and higher ROl becomes not
just a possibility, but a reality. The future of campaign and channel
management in banking is here, and with it comes a wealth of opportunities
for those ready to lead the way.
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