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Leveraging Data Science to Tackle Credit Card

o Attrition in the Payment Industry

e In the competitive landscape of the payment industry,
credit card attrition—the loss of customers—poses a
significant challenge.

e It impacts revenue, customer lifetime value, and market
share. Imagine a bank like "Innovate Finance," where every
lost customer translates to potential lost revenue and a
dent in their market standing.

« By understanding and addressing attrition, financial
institutions can bolster their bottom line and enhance
customer loyalty.
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Understanding Credit Card Attrition: A Deeper Dive

Voluntary Attrition: Unpacking Customer Decisions

« Beyond surface-level reasons, voluntary attrition often
stems from a mismatch between customer expectations
and the value delivered. For instance, a customer might
switch to a competitor offering specialized rewards
tailored to their lifestyle, such as travel points or dining
discounts.

« The perception of value is also heavily influenced by the
customer's experience. Long wait times for customer
service, cumbersome digital interfaces, and a lack of
personalized communication can all contribute to a sense of
dissatisfaction, driving customers to seek alternatives.

« Furthermore, evolving financial needs play a significant role.
A young professional might initially opt for a rewards-
focused card but later switch to a low-interest card as they
prioritize debt management.
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Understanding Credit Card Attrition: A Deeper Dive

Involuntary Attrition: Balancing Risk and Customer Relations

« While necessary for risk mitigation, involuntary attrition can
damage customer relationships if not handled delicately.

« For example, an account closure due to inactivity might be
triggered by a customer temporarily shifting their
spending to another payment method, not necessarily a
loss of interest.

o Financial institutions must refine their risk models to
accurately distinguish between genuine risk and transient
customer behavior. This involves analyzing transaction
patterns, spending habits, and demographic data to
identify anomalies without unnecessarily penalizing loyal
customers.
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Measuring Credit Card Attrition: Advanced KPI Analysis

Attrition Rate: Contextualizing the Numbers

. Attrition Rate: The percentage of customers who stop
using their credit card within a given period. This is
calculated as:

« Formula: (Number of Closed Accounts / Total Active
Accounts) * 100

« A rising attrition rate indicates a problem with customer
engagement, satisfaction, or competitive positioning.

o For example, if a bank had 10,000 active credit card users
at the beginning of the year and 500 of them closed their
accounts, the attrition rate would be 5%.

« If this number increases to 7% the following year, it may
signal underlying customer dissatisfaction or aggressive
competition.
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Measuring Credit Card Attrition: Advanced KPI Analysis

Customer Lifetime Value (CLV) Reduction: Predicting Future
Revenue

. A decline in the expected revenue from an account due
to early closure. CLV is a crucial metric that helps
businesses understand the long-term impact of losing a
customer.

« A downward trend suggests that either customers are
leaving earlier than expected or they are not utilizing their
cards to their full potential.

« For instance, if a premium cardholder typically generates
$2,000 in annual revenue for the bank but closes their
account after a year instead of five, the bank loses $8,000 in
potential revenue.
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Measuring Credit Card Attrition: Advanced KPI Analysis

Inactive Accounts Percentage:

« The proportion of accounts that have not been used in a
specified period (e.g., 3-6 months).

 High inactivity rates may indicate declining customer
interest, competition from alternative payment methods, or
dissatisfaction with the credit card’s features and benefits.

o For example, if a credit card company notices that 20% of
its customers have not made a transaction in the last six

months, it might signal an engagement issue that requires
targeted reactivation campaigns.
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Measuring Credit Card Attrition: Advanced KPI Analysis

Transaction Frequency Decline: Detecting Early Warning
Signs

. A steady decrease in transaction volume or frequency
can signal potential attrition.

o This metric helps identify customers who are gradually
disengaging before they fully stop using their credit card.
Tracking this allows financial institutions to intervene early
with targeted engagement campaigns.

o For instance, if a frequent traveler previously made 30
transactions per month but has reduced to 10 transactions,
it could indicate that they have switched to a competitor's
card with better travel rewards.
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Measuring Credit Card Attrition: Advanced KPI Analysis

Net Promoter Score (NPS) Trends: Gauging Customer
Sentiment

« NPS is a widely used measure of customer satisfaction
and loyalty.

« A declining NPS over time can indicate increasing
dissatisfaction, which may eventually lead to higher attrition.
Financial institutions can use this data to improve customer
experience and proactively address negative feedback.

« For example, if a bank’s NPS score drops from 60 to 45
over six months due to complaints about poor rewards
redemption options, targeted enhancements to the
rewards program could help improve retention.
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Data Science Solutions for Reducing Attrition: Advanced
Strategies

Predictive Analytics for Early Detection: Advanced Modeling
Techniques

o Implement machine learning models to analyze customer
behavior, spending patterns, and engagement levels to
predict attrition risk.

« Use logistic regression, random forests, or neural networks
to classify high-risk customers.

 Feature engineering using data such as transaction
frequency, payment history, and customer service
interactions.
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Data Science Solutions for Reducing Attrition: Advanced
Strategies

Customer Segmentation & Personalization: Dynamic
Personalization

« Use clustering algorithms like K-Means or DBSCAN to
segment customers based on behavior, demographics, and
preferences.

o Tailor marketing campaigns with targeted incentives (e.g.,
cashback, fee waivers, loyalty rewards) to retain at-risk
customers.

« Personalized credit limits or promotional interest rates
based on spending behavior.

Customer Segmentation & Peromiization
Dynamic Pers rcoonalization




POST 34
DATA SCIENCE FOR ALL

Data Science Solutions for Reducing Attrition: Advanced

Strategies

Sentiment Analysis on Customer Feedback: Proactive Issue
Resolution
« Use NLP (Natural Language Processing) to analyze call
center transcripts, social media, and survey feedback for
dissatisfaction signals.
« Address key pain points proactively, such as improving
customer service responsiveness or revising fee structures.
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Data Science Solutions for Reducing Attrition: Advanced

Strategies

Real-Time Transaction Monitoring & Engagement: Al-

Powered Interactions
o Implement real-time transaction monitoring to identify

declining usage trends.
o Introduce Al-driven chatbots and virtual assistants for

proactive engagement, reminding users of unused benefits,
upcoming payments, or special offers.
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Data Science Solutions for Reducing Attrition: Advanced
Strategies

Churn Prevention Strategies: Building Long-Term Loyalty

« Develop personalized retention campaigns for high-risk
customers.

« Offer exclusive benefits to long-term customers to reinforce
loyalty.

o Implement a frictionless digital experience, ensuring
smooth transactions, easy card management, and seamless
dispute resolution.

Churn Prevention Strategis:
Buildirr Long-Term Loyalty
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Summary

o Credit card attrition is a multifaceted problem that
requires a data-driven approach to mitigate losses and
enhance customer engagement.

- By leveraging predictive  analytics,  customer
segmentation, sentiment analysis, and proactive retention
strategies, financial institutions can improve customer
retention and maximize lifetime value.

o Implementing these Al-driven solutions will not only
reduce attrition rates but also strengthen brand loyalty
and competitiveness in the payment industry.
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