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Market Segmentation: How to Use it
CORY LEIPHART, AVP, ANALYTICS AND DATA SERVICES

Market segmentation identifies trends
within similar groups to aid in pinpointing
the potential for product purchase,
balance potential, etc… and comes in a
variety of shapes and sizes.
However, segmentation can be costly;
with the advent of technology and the
variety of resources from which to acquire
data, affordable solutions now exist for
institutions of all sizes.

Key Factors

segments: A single piece of
information may show a trend, but
bringing in additional elements can help
to further refine a target market.

a more refined approach to market CDs.
With this refinement, it would be possible
to capture 76% of CDs by only marketing
to 29% of customers.

How Segmentation is Used

Pre-Built Models: There is a variety
of solutions that exist where the “heavy
lifting” has already been done by
someone else. Products such as Nielson’s
P$ycle®, AnalyticIQ’s Delineate™ and
Nielson’s Prizm® are examples of these.

Profiling: This involves using basic
demographics such as age, income,
geography, or information about product
mix or balance to try to develop a
summarized picture of a group.
As an example, most financial experts
know that CDs are purchased by older

These products use a wealth of
demographic, socioeconomic and

There are six general foundations that
are important to consider when using
segmentation:
• Similar groups: Dividing a larger
market into smaller segments and
subsets of consumers who share similar
characteristics.
• Data forms clusters: Data that groups
together when reviewing it on a graph.
Finding clusters or spikes indicates
concentrations of similarities within a
group.
• Large enough to measure: Small
groups may provide directional insight,
but it’s important to not boil things
down so far that they’re not statistically
valid.
• Predictably responsive to marketing:
After finding groups that may meet
marketing goals, validating results on
the back end is vital.
• Consistency over time: Seeing
sustained results helps to support
that the right criteria is being used in
marketing efforts.
• Using multiple variables for

people with more income. Through an
analysis of data, it was found that 79%
of CD owners were aged 50-89. From an
income perspective, 72% of CD owners
had in income of $75,000+. But, if either
of these were focused on individually, a
large part of the customer base would
need to be communicated to.
The area contained within the
black boundary in the table above
demonstrates there are certain age
groups with more than $75,000+ in
income and certain income groups that
fall into the 50-89 age group that do NOT
purchase CDs. By blending the use of two
demographics, it’s possible to develop

urbanization data in order to build
classification groupings that give
segments “personality” about lifestyle,
social class and brand loyalty to each
segment.
This type of detail can be used to
enhance segmentation and can be used
in concert with profiling to enhance its
accuracy. As an example, a mid-Atlantic
bank focused on the use of P$ycle scores
appended to their customer database
to try and determine which customers
without money market accounts would
be more inclined to add one.
Continued on page 2
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Through the use of analyzing existing
high deposit money market customers’
P$ycle scores as compared to those
customers that didn’t have money
market accounts, the bank was able to
identify the best segments.
In the chart at right, each segment
selected for the campaign opened
money market accounts at or near a 1%
rate, but those segments that are shaded
in red (8 of 12) also performed at or
above the average account balance for
the program of nearly $31,000.

and each customer is then scored relative
to a database of records from financial
institutions across the country to identify
similar characteristics to predict the next
most likely product purchase.
As an example, a bank appended data
to their customer database in order to
assist with making marketing decisions.
They specifically looked at the potential

for the model to identify auto loan
customers.
Of the nearly 7,600 auto loans that
their customers opened over the course
of a year, they found that if the model
had been used for their marketing efforts,
they would have been able to open 69%
of those auto loans by only focusing on
47% of their customers.

Custom Modeling: This can be
used for customer cross-sell programs,
prospect acquisition and attrition
prevention. Custom modeling can be
highly intricate and utilizes a number of
tools and variables to predict product
purchase, profit potential, or the
possibility that a customer is exhibiting
signs that they may be departing.
Custom modeling takes marketing
segmentation to the pinnacle. It allows
customer data to be fed into the system,

Michigan Bankers Association Conference
STEVE MORRIS, VICE PRESIDENT

As April arrived in Northern Michigan,
the snow was almost melted and the
Great Lakes had begun to thaw; and the
MBA’s BEST (Bankers Education Summit
and Trade Show) Conference took place
at the Grand Traverse Resort in Traverse
City, MI.
The conference, in its fifth year,
is designed to be an educational
experience for Michigan’s bankers and
provide educational “tracks” in the
following areas:
• Commercial Lending
• Retail Lending
• Human Resources
• Sales/Customer Service
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• Operations and Technology
• Marketing
• Emerging Leaders
In addition, the BEST Conference is an
opportunity for bankers to network with
their colleagues, as well as speaking and
meeting with the many sponsors and
exhibitors to learn the latest trends and
products/services in the financial services
industry.
For this year’s conference, Steve
Morris and Cory Leiphart of WordCom
were invited to present as part of
the Marketing Track; the title of the
presentation was Market Segmentation
— What it is and Why it Works.
It is the third year that WordCom has
attended the BEST Conference and the
first time they were asked to speak to the

attendees. According to Tim Berger, SVP
of WordCom, “It was a great opportunity
to showcase the advanced levels of target
marketing that are available to bank
marketers today and how you can use
them to communicate more effectively to
your customers and prospects. Targeting
the ‘right’ customer or prospect is the key
to a successful communication program.”
Cory Leiphart, AVP Analytics and
Data Services for WordCom, knew it was
important to deliver the right amount of
information. “You want to be thorough
but you don’t want the presentation to
become all about numbers and statistics.
It’s important to share examples and
experiences, but attendees need to
leave with the knowledge that no matter
what size institution they are, there are
segmentation solutions for everyone. ”

“Crack the Vault:” New Branch Promotion
SHANNON GRIFFIN, ACCOUNT MANAGER

Creating traffic with new prospects
(and existing customers) in newly
acquired branches, trade shows,
or underperforming branches is a
continuing challenge for marketers. The
importance of engaging and interacting
with clients, while promoting a bank
brand, can be made much easier
with a new Traffic Builder promotion
that requires only an iPad and Wi-Fi
connection.

Build a Game…
Traffic builder promotions have
traditionally used a simple concept:
People are willing to visit a new bank
under non-threatening conditions to see
if they are instant winners of an attractive
prize. The “Crack the Vault” promotion
embraces this concept while using iPad
technology to create the excitement
associated with an instant win game.
The first step is to target prospects
(and customers) around a branch
location by geography and other select
demographics. A mailing package
announcing the game, prizes and special
product offers is then sent. Additional
pieces can be printed to be handed out
at the branch or trade show booth to
engage people who may not have been
included in the mailing.
Included on the mailing piece is a
random six-digit number, which the
recipient must bring into the branch
to play the game. When they come in
to the branch, they are led to the iPad
where they are required to complete a
registration page, allowing the capture of
important contact information.

The registration screen can be
customized to capture email, phone
number, and address, and it allows the
game player the opportunity to opt into
receiving further marketing messages.
This screen can even incorporate a few
questions about products/services
that enable the bank to get to know
prospects and customers and glean
valuable insights into the market.
Once the registration is complete, the
recipient enters their six-digit number
onto the iPad to try to get the vault doors
to open. The animation on the iPad will
show either a winning outcome: the vault
doors swing open, crowds cheer and an
animation of bags of cash are revealed.
Or it shows a losing outcome: the vault
doors start to swing open and then slam
closed.
Each outcome has a customized
message letting the recipient know what
prize they have won. Depending on the
information that was captured at the
registration screen, the recipient may also
receive a text message or email message
with the game outcome!
“Crack the Vault” is a fully turnkey
promotion, with each element provided:
either a 3G or Wi-Fi capable iPad, and
multiple iPad holder options (table top,

free-standing or hand-held). The iPad
and kiosks are easy to transport, making
it simple to use for trade shows that
require travel.
If more than one iPad is needed,
the game can be integrated between
multiple iPads, even at different locations.
With multiple screens able to be branded
with a logo, this is an effective platform
to interact with prospects or customers
and create brand recognition.

More engagement.
More leads. More sales.
Once the promotion period is over,
a list is generated containing all the
information that the visitors completed
on the registration screen. This enables
phone, direct mail or email follow up and
adds more information to the database.
A recent promotion that took place
at a trade show garnered great success.
According to Craig Goodlock, Chairman
and Chief Executive Officer at Farmers
State Bank, “We’re the only booth on
the floor with people gathered around
waiting in line to play. Other vendors were
coming up asking us about it. Many great
opportunities to get to know potential
customers and renew acquaintances with
current customers. Thanks!”
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Home Equity Lending is Back!
CHARLES GROSS, SENIOR VICE PRESIDENT

The warmer weather has brought more
than just the bears out of hibernation.
In recent months, banks have been
aggressively soliciting home equity
lending after a prolonged period of
relative inactivity in this area.
What was called “The Great Recession”
took the wind out of home lending.
Home values plummeted, leaving many
homeowners with no equity to borrow
against. And the prevailing economic
uncertainty did little to stimulate enough
consumer confidence to generate much
in the way of loan demand, even with
interest rates at record lows.
Currently, the business climate has
stabilized and is now showing signs of
improvement. Real estate prices have
rebounded significantly, especially in
those parts of the country that were
hardest hit during the downturn. Now,
with the Federal Reserve signaling that
it may start to nudge rates up in the not
too distant future as the improvement
continues, prospective borrowers are
showing more willingness to take on
additional debt.

Then, it would help to see which of
these households has a low enough
loan-to-value ratio. Fortunately, modern
real estate databases have improved
the accuracy of these calculations,
and selections can be made to reach
households with LTVs of 80% or less.
Once the pool of homeowners with
equity has been determined, it would be
cost effective to eliminate people with
poor credit. For this critical step, there
are two options available. One is to go
through a credit bureau and obtain a
pre-screened list, selecting individuals
with FICO scores over a certain threshold.
On the plus side, the resulting list will
be highly likely to meet underwriting
requirements. On the negative side,
getting pre-screened lists is more costly,

suburban street would share the same
Zip+4 with their immediate neighbors.
In an urban environment, an apartment
building could have its own unique
Zip+4.
By using an average of the credit
scores for all households in a Zip+4,
lists of qualified borrowers can be
obtained quickly and inexpensively
when compared to a pre-screened list.
And, because these Zip+4 level scores
do not belong to any single person, the
unsightly disclosures that must otherwise
be used on the mail piece are not
required.
The end result is a list of prospective
borrowers that meets the desired profile
for homeownership, age, income,

Where the
Best Borrowers Are
“Finding the best prospects for a
HELOC offer is easy,” says Chris Wachtel,
WordCom President & CEO. “It’s a
good idea to start with demographic
selections. A typical profile to consider
would be homeowners under the
age of 65 with incomes over $75,000.
Obviously, these selections should be
adjusted to fit the characteristics of any
local market.”
Another demographic data point to
consider is the presence of children.
Providing for children can create all sorts
of reasons to borrow money for items like
bedroom additions, college tuition and
even weddings.

takes considerable time and triggers the
use of lengthy disclosures on the mail
piece.
An attractive alternative to finding
prospects with good payment histories
is to use aggregated credit data.
Credit scores are now available for all
households at the Zip+4 level.
The Zip+4 is a US Post Office
geographic identifier that assists in mail
sorting. For example, people living on a
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presence of children, LTV, and a high
likelihood of being able to meet the
financial responsibility that comes with a
new HELOC.
Using direct mail is a very effective
way to reach qualified borrowers. But
at any given point in time, only a small
percentage of them will be willing to
commit to a new loan. To maintain an
ongoing flow of new loans, mailing three
or four times a year will help keep those
applications coming in.

Equity Acquisition

New Equity Risk Assessment Score for Marketers
Build Your Equity Loan Portfolio
Utilizing customer and prospect data, the WordCom EquityIQTM model will refine your targets for a
better ROMI and will allow you to capture customers in need of a new equity loan.

Target the Right Audience

Clear Benefits to Financial
Marketers

EquityIQ uses a credit score proxy and includes
additional variables to better target households
that are likely to open an equity loan and have
enough equity in the home to qualify. The
variables include other Zip+4 as well as
household mortgage data:
• Purchase Price

EquityIQ
Determine who is “in the market”

•

Purchase Date

•

Mortgage Amount

Find prospects and customers who are in
the market for an equity loan.

•

Loan to Value

•

Applied at the Zip+4 level

•

Home Value

•

•

Length of Residence

Universe of 30 million Zip+4
geographies

•

Presence of Children

•

Data can be custom modeled

•

Occupation

•

Can be easily applied to customer data

•

Improved response rates through more
targeted selection

Our Database at the Core
Our proprietary set of data that allows us to
produce powerful scored solutions is created
from over 100 sources, updated quarterly, and
contains over 1,000 proprietary demographic,
attitudinal, econometric and summarized
credit attributes.

A Complete Turnkey Program

Contact a WordCom account executive today for more information: 800.822.0622

www.wordcom-inc.com
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Geographic Targeting: The Direct Mail Foundation
HARRY WALTMAN, VICE PRESIDENT

Every direct mail prospect acquisition
project will start with the need to identify
a specific desired geographical mailing
area. New mapping software tools are
available to help banks pinpoint mailing
areas and understand the population for
household counts.
Even with the advent of online
banking and virtual branches, for the
financial industry, the geography is
likely to be around the branch footprint.
Depending on the bank’s market area
and the offer being made, geography
may be states, counties, cities or towns,
zip codes, carrier routes or census tracts.
Additional demographic, zip+4,
household level or modeled targeting
criteria can be used within the
geographical confines of the mailing area
to target households appropriate for a
given offer.

distances that make sense for the local
community.
Unless the location is extremely
rural, a radius of 1 - 3 miles will suffice.
In densely populated urban areas, it
is possible for the radius to be much
smaller, even less than a mile, and still
capture required mailing volume.
Overlaid on the map should be
geographic boundaries that will be
valuable in the mailing list development
process. Usually, such boundaries will be
zip codes, census tracts, or even postal
carrier routes.
Some mapping software will allow the
plotting of distances based on driving
time. Consequently, if the branch is near
a highway exit, remote areas at distances
that would not be practical otherwise
can be considered for inclusion.
With radius circles plotted, the map
can be examined to see if there are any

Once the geographic area has been
selected, demographic criteria can be
used to target households that have
the best potential to become profitable
customers.

Checking Acquisition
The outmoded thinking of saturation
mailing—sending all households around
the branch a piece of mail—has given
way to a more cost effective approach
which requires precise targeting by
postal carrier route. A WordCom
proprietary tool called CheckingIQ allows
for the efficient direct mail targeting
of households within an institution’s
footprint.
Using proven segmentation strategies,
this checking selection tool identifies
carrier routes likely to yield high response
rates to a new checking account offer.
These carrier routes can be mapped
around each branch to provide a guide
for the mailing which may be adjusted
with branch input.

Targeting Competing
Branches
There are many reasons why
targeting a competing institution’s
branch footprint is desirable. They
may be experiencing an unsettling
merger period or the mailing bank is
introducing/promoting a product that
is better in rate, features or benefits. A
new branch opening can also target the
competition’s customers.

Branch Promotions
For new branch or existing branch
traffic builder mailings, the first step is
to locate the target audience in relation
to the branch location. Using mapping
software, the branch is plotted on a map
and then radius circles are drawn using
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barriers that will affect the marketing
effort. For example, in cases where a
branch is located near a river, it would
not make sense to target zip codes on the
other side if there is no bridge in the area.
The same situation also applies to manmade obstacles, like interstate highways,
railroad tracks, etc.

The technique is to draw radius circles
around the competition’s branches
relative to the mailer’s. Once the maps
are drawn, common service areas where
the two institutions overlap can be
seen. Using software that identifies
the underlying postal carrier routes in
the overlap areas, where the best new
prospects reside can be defined.
Geographical considerations are the
back bone of direct mail projects so
it is important to evaluate responses
by mailing area in addition to other
targeting metrics. Proper geography
is a critical starting block for successful
mailings.

Postcards: Bigger is Better
JANIS WESTON, ACCOUNT MANAGER & PRINT COORDINATOR

Get the Best Real Estate
Value… on Your Postcards.
When it comes to postcards, one of the
most common sizes is 6" x 9". However,
oversized 6" x 11" postcards have been
gaining popularity. This is the largest size
a postcard can be and still remain lettersized and machineable, according to
USPS standards. It may cost slightly more
to print the oversized postcards, but the
postage cost remains the same and there
are two inches of valuable marketing real
estate gained on each side.

De-clutter! De-clutter!
De-clutter!
This doesn’t mean there is now more
space to cram information. But this does
mean there is now an opportunity to
better lay out the marketing message
and make it more effective. One thing to
avoid is putting too much information on

the postcard. Think of it as a home that is
for sale. Every real estate article, realtor,
or home-selling show advises the seller to
de-clutter the home before any potential
buyers come to see it. It’s often difficult
for people to see past the unnecessary,
extra stuff that is distracting them from
seeing the most important features and
benefits.
When writing and laying out a postcard,
ask the following questions:
1. Is the headline the central message?
Is it short and to the point? Is it bold and
colorful and does it draw the eye?
2. Is there an enticing offer, and does the
offer stand out on the page?
3. Is there a graphic that clearly supports
the message?
4. Are the key consumer benefits of the
product explained clearly, rather than just
listing the features? Does the message
answer the recipient’s question of “What
am I going to get out of this?”
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• No Minimum Balance
• No Monthly Fees
• Convenient ATM Access
• MasterCard® Debit Car
d
• Free Internet Banking
• High Interest Rate Op
tion Available
… and much more!
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Or, reducing the
term of your mortgage
could possibly save
you even more!
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Apply by Sept. 1,
2012 and get $250 off
your closing costs!
FDIC

Sometimes, more physical area on our
marketing materials is needed to fit more
information, but if it can at all be avoided,
it’s best to follow the “less is more” motto.

Switch to First Citizens
Community Bank and sav
e!

With our great rates,
lowering your monthly
payment could possibly
save you thousands of
dollars each year.

Member

If the answer to any of these questions
is no, it’s probably a good idea to take a
look at the message and design of the
postcard, make some adjustments, and
de-clutter. Yes, the recipient needs to see
the marketing message, but there should
be a clear call to action with contact
information. It may not seem like much,
but once it’s all laid out on a postcard,
it adds up! If there is extraneous
information in the copy that is not likely
going to impact the response rate, it
should probably be removed. And,
while it’s great to have the logo on the
piece, don’t overdo it. The logo should
be noticeable, without being prominent,
because it shouldn’t overshadow the real
message.

Free Checking…
3 ways!

3 Ways To
Save On Your
Mortgage…

Subject to credit approval. Rates and terms vary. Adequate
property insurance is required. Offer expires Sept. 1, 2012.

5. Is there plenty of “white space” on the
postcard?

S FREE.
Y
A
W
L
vice. A
Member

FDIC

Sound Ad
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Flower11x6card.indd
Act soon… the $250 special offer is only
good until September 1, 2012. Stop in to
see us or just call us at (888) 596-2311.

Serving the Twin Tiers of

Pennsylvania and New York

since 1932

1

Is your relationsh
.
g
n
i
ip
k
c
e
Ch
.
E
w
RE ith your bank
STILL F stra
ined?
om

llfree.c

fnbtsti

10/19/11

Serving the Twin Tiers
EE.indd

tcardStillFR

FNWpos

1
FCC-00_ Checkin

g Postcard.indd

3/26/13 2:30 PM

1

of Pennsylvania and

5:12 PM

New York since 1932
Member

FDIC

9/6/13 12:28 PM

7

INTELLIGENT
TARGET
MARKETING
NEWSLETTER
VOLUME 13 • ISSUE 2 • SPRING 2014

56 Main Street
P.O. Box 308
Ellington, CT 06029

PRSRT FIRST CLASS
US POSTAGE
PAID
MAILED FROM
ZIP CODE 06082
PERMIT NO. 88

Return Service Requested

INS IDE TH IS ISSU E
Market Segmentation: How to Use it. . . . . . . . . 1-2
Michigan Bankers Association Conference . . . . . . . 2
“Crack the Vault:” New Branch Promotion . . . . . . . 3
Home Equity Lending is Back! . . . . . . . . . . . . . . . . . 4
Equity Acquisition. . . . . . . . . . . . . . . . . . . . . . . . . . . 5
Geographic Targeting:
The Direct Mail Foundation. . . . . . . . . . . . . . . . . . 6
Postcards: Bigger is Better. . . . . . . . . . . . . . . . . . . . 7

M O D E L I N G | M A I L I N G L I S T | C R E AT I V E | F U L L P R O D U C T I O N | S A L E S T R AC K I N G

Please see the “Contact Us” section of our website
if you would like to obtain more information
from your Account Executive.

Printed on recycled paper

Phone: 800-822-0622 • Fax: 860-872-2713 • www.wordcom-inc.com

