“Did you know...the lowest rate may not mean the lowest cost?”
Smart analytics score a High 5 for ANZ

ADMA Forum 2007
27 June 2007
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Overview

DATAMINE

< Defining the problem
< What we did:

e An integrated approach to changing
the customer experience

< How simulation modelling gave
us the answer we needed

< The challenge ahead
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Defining the problem

TAMINE

$130b home loan market

Fixed rate home loans
represent 85% of the market

30%-40% of the entire market
repricing every year

Price focus

Most people look at the lowest
rate

24% of loans written at 5 year
fixed
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Defining the problem

TAMINE

$12 billion of market volume due
to reprice in Spring!

First question always “What is
happening to rates?”

Staff trained to not give advice

How could ANZ add value to the
customer conversation?
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Looking for a solution

AMINE

There is significant value to be
added in properly structuring a
loan

However, it is complicated and
difficult to communicate

We needed substantive facts
that staff and customers could
understand

Using averages wouldn’t do the
job
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Going beyond price

“Intuitively we < When you take a fixed rate,
knew the answer you don’t know what the future
but that wasn’t Interest rate will be when your
enough ... we fixed rate expires

needed real

evidence” Two year fixed rate history

Apr-00 Apr-01 Apr-02 Apr-03 Apr-04 Apr-05
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The challenge

AMINE

Datamine simulated customers
taking different “interest rate
strategies” over the last 14 years
of Interest rate data

The objective was to identify the
lowest cost option and to
guantify it
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The analytics: Datamine steps up

DATAMINE

14 years of home loan data

14,000 interest rate data points
for 2, 3 and 5 year terms

Loads of data, loads of
decisions, loads of outcomes!

The key to the solution was
characterising the data so
conclusions would be:

specific enough to be useful

general enough to provide clear
guidance - for the marketing/sales
teams and the customer!
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The analytics: Datamine steps up

The terms had to be compared for a
period long enough to provide
meaningful results, but remain relatively
recent

A comparative cost had to be scoped,
defined and measured so different
options could be evaluated

The generally lowest cost option could
then be identified

The interest rate environment had to be
described to enable atypical scenarios
to be identified

The analysis needed to be sound and
uncomplicated
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The analytics: Datamine steps up

DATAMINE

< This was done by taking a
carefully planned approach

1) measuring the relative cost of the
nominally lowest interest rate

2) identifying the usually lowest cost
term

3) describing, in a simple way, the
conditions under which the usually
lowest cost term did or did not turn
out to be lowest cost
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The analytics: Datamine steps up

Daily 1/2/3/5 year home loan interest rates
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The analytics: Datamine steps up

Annual 1/2/3/5 year home loan rate yield curve behaviour
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The analytics: Datamine steps up

A"MINE

The lowest interest rate, when for a
longer term, was never the lowest cost
for the customer

interest costs were 3% lower on
average, if 1 year rates were taken

Shorter term (ie. 1 year) interest rates
were more often than not, the lowest
cost for the customer

However, 2 year rates were better
sometimes (and 3 yr rates too, but not
quite so often!)

particularly those with a normal yield
curve and after interest rates were
higher than the year previous
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The key messages

AMINE

The lowest rate is not necessarily the
lowest cost option

Short term rates are generally a lower
cost option over the long-term

Customers that require certainty should
split their loan into two fixed rates with
different terms

Customers should avoid long-term
rates if the loan might be repaid during
the fixed rate term
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Delivering the message

We spent 15% of
our budget and
80% of our time
on training.

DATAMINE

< So there is significant value for
customers in how you go about
structuring a loan

< The first step was to make sure
our staff could deliver the
message

< Marketing got into the training
game

< Specific training program (and
sales tools). Trained all branch
and sales managers, and our
outbound team
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The key insight

-1.5
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AMINE

1 yr rate higher at draw down

3 yr lowest cost

3 year rate lower

at draw down and
lower cost option
over next three years

3%

3 year rate higher
at draw down and
lower cost option
over next three years

16%

22%

1 year rate higher at
draw down but lower
cost option over next
three years

59%

1year rate lower

at draw down and
lower cost option
over next three years

1 yr lowest cost

N
all

3 yr rate higher at draw down
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High 5 on Home Loans

Winter focus
on home loans

high we'll h ho

DATAMINE

< To embed the training we ran a
six weeks sales focus on the
top 4 customer drivers of value

o Get it right first time
o Empathy
o Loan structure
o Local knowledge
< The 5" was “Ask for Referral”

and culminated in a national
referral day

< These became High-5
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Retaining existin

“We have begun to
Integrate loan
structuring into the
way we do
business.”

DATAMINE

usiness

ANZ Losns Mairdenance Services - Flx Rate Rollores
Lending Services Conire
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24 January 2006
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Retaining existing business

AMINE

Established a letter with tear-off
fixed rate rollover process

Used a special “early bird” offer
for rollovers

Incorporated loan structuring
advice in accompanying flyers

Outbound follow up by central
team or Relationship Manager

Retention tracking of rollovers by
market and branch
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New business

“The IP has < Conferences/seminars to interest

worked extremely groups

well face-to-face. 2 Fantastic for referrals

< Challenge to find strong call-to-
action in press

“80% of the result
comes down to
the quality of

conversations “RESTRUCTURE YOUR
with customers” HOME LOAN FOR ABETTER FlT.,

Siew Rogers, NI

ORCALL 0800 AKZ HOME (0800 269 4663).

] 4
mﬁa&ru—bwgmﬂ.q Mare e can ola. ﬁ#i_

INTEREST RATES ARE SURECTTO CHANGE, IEMDING CRITERRA AMD FEES MAT ARFT T LOAN STRUCTURING, AME; RURT OF AZ WAFIONAL DANK LIMITED,
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The future of High 5

TAMINE

4% lift in market share of growth
over Winter

15% automatic rollover from
letters

Silver award at the 2006 Nexus
marketing awards for datamining
and analytics

Sticking with it

Stronger call-to-action in our
above-the-line
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