
New software is allowing bank mar-
keters to use sophisticated statistical
techniques to fine-tune their campaigns
while cutting costs and increasing suc-
cess rates, moving predictive model-
ing, once the domain of expert
statisticians, even closer to becoming
an everyday tool for bank marketing. 

Barclays Bank, the UK’s third- largest
bank, is using predictive analytics soft-
ware Analytical Framework to speed
up development of its marketing mod-
els and to improve customer targeting.
The bank is using the product, creat-
ed by  San Francisco-based KXEN, for
its consumer loan products, and is plan-
ning a rollout across the entire retail
product line.

Matthew Common, head of CRM
support at Barclays Bank’s Customer
Insight unit, says the software has cut
model development time from more
than two months to less than four
weeks. “Another benefit of the soft-
ware is that it has helped us improve

the targeting of direct marketing cam-
paigns by developing propensity scores
for our customers,” he says.

Barclays was concerned about the
volume of direct mail that customers
receive, particularly from financial serv-
ices companies, notes KXEN’s vp of
marketing Joerg Rathenberg, who says
the bank wanted to get away from a
mass targeting base.

Common says the bank seeks “to
constantly improve our targeting to
ensure we only contact customers when
we believe we have a relevant offer for
them.” This would also improve the
efficiency of direct-marketing.

Barclays’ has found statistical mod-
els can cut direct-mail volumes by as
much as 70 percent while campaign-
response rates can rise twofold or even
threefold. Before installing the software
on an AIX Unix server, a Common-led
team of statisticians had been using
older-generation software tools to man-
ually develop models based on the vari-

ables stored in the data warehouse.      
His team runs hundreds of cam-

paigns per month, of which about 20
contain models. “The manual mod-
eling techniques that we used prior
to KXEN were time-consuming and
resulted in models that were com-
plicated to implement,” he says. “Using
traditional techniques to build mod-
els risks missing those variables that
are most relevant for a specific model,
as it’s too time-consuming to review
all possible combinations.” 

A key reason for selecting KXEN
was its ability to import customer
data from a much wider range of
sources than those of other vendors.
According to Rathenberg, KXEN can
handle 500 to 2,000 data variables,
while rival systems can handle only
30 before producing unstable mod-
els. “I’ve not seen anything compa-
rable with KXEN in its ability to
handle lots of variables and its speed
of model-building,” says Carol Barou-
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di, co-founder of research firm Barou-
di-Bloor of Arlington, MA. 

Barclays typically uses up to 2,000
customer variables to build a model,
drawing them from its 24-node, eight-
terabyte NCR Teradata system, which,
according to TowerGroup analyst
Guillermo Kopp, is one of the largest
data warehouses in the world. 

“Our data warehouse has the abil-
ity to store a huge amount of data, and
also allows the analyst to manipulate
and aggregate this data very quickly,”
says Common. “We have a very pow-
erful toolkit to improve our under-
standing of customer behavior.”

KXEN’s product is based on a sta-
tistical learning theory developed by
mathematician Vladimir Vapnik.

“Because of this statistical approach,
KXEN does not need to use the tra-
ditional data mart operational struc-
ture to produce results. It can go
directly to the data, at the source,”
says Baroudi. “If a bank marketing
executive needs an answer to an impor-
tant business question, KXEN will
provide that answer in 24 hours,
whereas traditional, non-statistical
techniques could take weeks or even
months. If you can get useful data
within 24 hours, then you could cre-
ate some very interesting products,
and you could be more confident
about what types of people would
apply for them.”

KXEN doesn’t require model devel-
opers to have training in statistics. “You

still need a good knowledge of data
and of statistical techniques to get the
full benefit of the system, but you don’t
need to be a statistician, which means
that a wider group of people within
the bank can use KXEN to design mod-
els,” says Common.

Kopp says the real benefits will
come when banks use KXEN not
just for marketing but also for
improving CRM and customer serv-
ice. But Common admits that Bar-
clays is only currently using KXEN
to make its marketing programs
more efficient. “We don’t current-
ly have plans to investigate customer
satisfaction using KXEN, but that’s
not to say we won’t do so in the
future,” he says. ■

©2004 The Thomson Corporation and Bank Technology News. All rights reserved. Thomson Media, One State Street Plaza, New York, N.Y. 10004 (800) 367-3989

CustomerTactics

KXEN, Inc.
201 Mission Street, Suite 1950 

San Francisco,CA 94105
(415) 904-4161 • www.kxen.com


