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A note on redactions ko i

o

» This is a redacted version of the report, which was previously submitted to the
CMA in full.

» This redacted version has removed commercially sensitive information, whilst
still aiming to provide a thorough summary of LBG’s trials.

» The following redactions have been applied:

 Charts

» Chart axis and data labels have been removed. However, the percentage impact of the
treatment is presented.

» For the OD eligibility results charts, the data labels have been indexed rather than
removed completely.

 Slide 114 in the annexe explains how the results should be interpreted.
* Results tables

* The results tables have been indexed to redact the actual values. However, the
percentage impact of the treatment is presented.

* Results in the text
» Results in the text have been either put into ranges or redacted completely.
« Commercially sensitive information

« Commercially sensitive information relating to the design and evaluation of the trials has
been redacted from the text with a [ ].
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Recent LBG customer trials provide important insights for the i
CMA's forthcoming remedy design and trials. K‘\\

Executive summary

Throughout the CMA’s investigation, LBG has consistently stated that it is possible to improve
customer engagement, and that doing so should be a focus for the CMA. The CMA has concluded in
its Provisional Findings and Notice of Proposed Remedies that this is indeed an issue to pursue.

LBG is broadly supportive of the CMA’s package of possible remedies. Remedies that seek to
change customer behaviour will require a well-designed and iterative programme of trials and
behavioural research. This is consistent with the views LBG has previously submitted and with wider
regulatory best practice. (Equally, there are a range of remedies where the CMA can move straight to
implementation and seek to make quick progress.)

LBG has recently undertaken a range of relevant customer randomised control trials (RCTs)
involving several hundred thousand LBG customers. This has generated some important insights as
the CMA starts to design it's customer engagement remedies. In particular:

« Customer Tools: LBG tested whether tools to help customers better manage their products (text alerts, planned
OD, annual review) could significantly impact customer behaviour, lower the fees they pay and change provider
behaviour by changing revenues. These had some of the biggest impacts, particularly for high OD customers.
These types of tools are not currently covered by the CMA’'s remedy package. We think the CMA should build
customer tools into the remedies package following further trials.

 Customer prompts: the CMA is proposing introducing a range of prompts. LBG trialled prompts targeted at those
customers making complaints as a way to focus on the most dissatisfied, but results were disappointing. There
could be lots of reasons for this, but this shows that testing proposed remedies is important.

« Overdraft eligibility checker: the CMA is proposing a remedy to introduce this tool. LBG trialled this, but in
practice the tool didn’t have a significant impact. Intuitively, an overdraft checker would seem to be a positive
development and LBG has ideas on how to improve the impact of the next tool in future trials.
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Some of the CMA'’s remedies aim directly to change customer GROUP
behaviour. Trials will be critical in these cases. %
1. Prompts to customers to review PCA or BCA Trials needed Remedies 1,2,7 and 15 seek to directly
2. Increase awareness of switching and CASS Trials needed mquenc_:e QUEREIET behawou_r.
Changing customer behaviour
3. Transaction data more easily available and usable Implement requires significant trialling to test what
works in practice. Results are not always
4. A PCW for SMEs Implement as expected.
Such a programme takes time. The
5. BCA service quality comparisons Implement CMA will need to account for this in
_ o _ remedy design, where trials are a
6. Standardise and simplify BCA opening procedures Implement necessary step before any form of rollout.
7. Overdraft eligibility checker Trials needed
8. Extension to CASS redirection period Implement
9. Retain and provide ex-customer transaction data Implement « For other remedies, the immediate
next step should be to move quickly to
10. Transfer CPAs through CASS Implement atechnical implementation where
_ o ) feasible, as these relate to operational
11. Support the partial switching service Implement changes or require functional builds that
third party providers can undertake (or
12. Changes to CASS governance Implement already exist in some form).
: : : : »  Of course, once built, some remedies will
13. Data sharing with credit reference agencies Implement : ’
9 9 P benefit from trials and this should be
14. Commercial open data and data sharing proposals Implement factored in eg trials of how to make CASS
marketing more effective.
15. Loans price and eligibility indicator Trials needed




LBG undertook five separate RCTs with PCA customers...
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HYPOTHESIS

Providing customers that go into unplanned

OD with trigger alerts around available
planned limits will lead to a reduction in
unplanned fees going forward and
customers being better off in the long term.

Trigger prompts to auto-opted overdraft
customers ‘near limit’ and ‘over limit’ will
reduce accidental use of unplanned
overdrafts and therefore reduce overall
fees.

Customers who receive a transparent
summary of key areas of Current Account
cost and value, act on the information and
switch products/ change behaviour
internally or switch out externally.

An insert outlining simplicity of switching
may trigger PCA customers who have
complained to contact the 3rd party advice
service detailed in the insert or switch to
another provider.

A simple pre-application overdraft eligibility
tool. Some customers who would not
normally apply will have the confidence to
do so. Also those customers likely to fail
can take alternative action and protect their
credit history.

CHANNELS

e

Digital
Prompts

c20k treated/channel
Same control size

Letter

Letter a{ launch

c50k treated
Same control

Letter

c95k treated,
c40k control

Letter

c5k treated
Same control

Webpage tool

c115k Lloyds; ¢80k Halifax visits
same control sizes

MEASURED IMPACTS

* Increased overdraft limit

* Reduction in days in unplanned

* Lower overall fees

* No longer incurring unplanned fees

* Lower debit balance (long term)

» Understanding channel effectiveness

* Reduced discretionary debit card
usage into unplanned

* Lower unplanned fees

* Reduction in days in unplanned

 Lower debit balance (long term)

* Increased overdraft limit

* Customers switching products
internally/extending limits

* Uplift in product queries

» Customers switching externally

* Reduction in use of unplanned
overdraft

* Increased overdraft limit

* Increase in switch out rates
* Calls to Money Advice Service

* Reduced failed application rates
* Improved filtering of applications



...and a further two RCTs with BCA customers.
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HYPOTHESIS

Customers who receive enhanced
information on their overdraft usage (near
limit alerts) incur less excess fees / spend
less time in an excess position.

Customers who receive a transparent
summary of key areas of Current Account
cost and value, act on the information and
switch products internally or switch out
externally.

CHANNELS

Letter at launch

25K treated (RBB:SME split =
20K:5K); same control

Letter

9k treated (RBB:SME split = 6K:3K)
Same control

MEASURED IMPACTS

» Reduction in average days in excess

* Reduction in volume of excess
occurrences

» Reduction in value of excess fees

* Increased overdraft limits

 Uptake of new credit lines

* Uplift in product queries

» Customers switching products
internally/extending limits

» Customers switching externally

» Uptake of new credit lines

* Reduction in transaction volumes
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Some PCA trials were effective, others less so. Each trial provides el
relevant insight for the CMA’s early remedy design work. (1/2) %
TRIAL RESULTS CONCLUSIONS RELEVANCE

Availability

of a planned

oD limit
RETAH_.'"

Auto optin
low balance
text alerts
RETAIL

p—
Annual )g,f}“
Summary |=——
Statements—
RETAIL

Customers reacted and changed planned limits under the treatments.
The exception was customers without a limit prompted via internet
banking.

SMS was most effective for those with a planned limit (42%+ vs.
control). DM for those without (39%+ vs. control) NB these %
differences are relative to small original effects.

Timeliness of messages was important: customers incurring fees in a
given month were more likely to act than others in the treatment.
Absolute magnitudes: 1% to 0.2% more customers changed limits,
depending on treatment.

Heaviest fee payers were least likely to change limits .

Prompt caused some customers to open a new account or product
(15-20%+ v control).

Treated customers reduced unplanned fees and time unplanned.
~1% of treated customers saved £5+ per month v control by not going
unplanned. The top 20% of fee payers saved [100-150]p/month on
average. CMA average provider OD income was £4.11/month.

FCA found 30p/month reduction with SMS alerts (Message Received).

LBG found [25-75]p/month average reduction across the treatment
group.

Alerts also positively affected days unplanned (3 days/yr less);
unplanned occurrences (3% less/month) and customers going
unplanned (2% less/month).

Customers who opted out before the trial started tended to be heavier
OD users.

Daily analysis shows most impact from alert in first 24 hours.

Mixed impact. Treatment affected low interest segments, but not
unplanned OD users.

Twice as many high balance customers with low interest were
prompted to internally switch by explicit call to action.

Customers with CTO>£1,500 most likely to respond to treatment.

Trial was effective for
some segments and some
treatments.

Refinements: consider
repeat contact, different
variants, timing of
messages, and multi
channel contact.

Trial was effective for
most segments and
treatments.
Refinements: explore
different limits, different
variants including multi
channel, repeat
frequency.

Improve variants for high
balance, low interest.
Redesign alternative
approaches for OD users.
Consider multi-channel

Elements of
CMA remedy 1
relating to

event
triggers.

Elements of
CMA remedy 1

relating to
periodic
prompts.
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Some PCA trials were effective, others less so. Each trial provides el
relevant insight for the CMA’s early remedy design work. (2/2) %
TRIAL RESULTS CONCLUSIONS RELEVANCE
Complain )“g}““’“
letter — |
Insert = . L
RETAIL Rede_5|gn required in next
iteration. Elements of
Although directional impacts were positive, no statistically Before CMA run any CMA remedy 1
significant impact on switching rates. similar trials, consider relating to
Sub segment analysis by complaint type also revealed no alternative designs: event
significant impacts. channels, variants, larger triggers.
samples, other complaint
triggers.
> (E)ID ibilit Halifax customers seeing the OD checker (ODC) were less likely This OD checker reduced
Cf:%lcklelry e to open account than the control group with or without an overdraft account opening — the
RETAIL (5.2% with ODC, 5.5% in control without ODC). opposite of the intended

*Sources: FCA “Message Received

Fewer ODC page visitors start application process (22% with ODC
v 26% control without ODC).

Of those who started an application, more users opened an
account where ODC was available (23% with ODC v 21% control
without ODC).

Overall, the fewer starters effect dominates the improvement in
completion from ODC viewers.

Only ~8% of Halifax page visitors completed checker (22%
started).

Mobile least effective channel in terms of switching rate (<2%, v
~7% other channels).

No significant results for LIoyds customers.

", March, 2015; CMA Provisional Findings Report , Table 5.6

effect.

Further research into
customer journey and
experience required
before further testing.
Next version to be tested
should have a different
design.

Test impact of changing
channels, variants, ease
of use and additional
prompts.

Highly
relevant for
CMA remedy

7 (overdraft
eligibility
checker)
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Some RBB/SME triggers were also effective. GROUP
TRIAL RESULTS CONCLUSIONS RELEVANCE
Auto optin | - Textalerts did help RBB customers spend less time in excess (~-
low balance 10% excess occurrences v control), reduced the number of
text alerts excess occurrences per month and increased the number of RBB

» Explore different limits,
different variants including
multi channel, repeat
frequency.

» Trial across multi-provider
to increase sample size
and assess ease of use.

Elements of
CMA remedy 1
relating to

RBB/SME customers applying to reduce their limit.

» For SME customers the number of excess occurrences per month
was also reduced. In addition, the treatment increased the % of
customers opening a new product.

* However, no significant impact on fees or balances.

* Top 20% of excess fees have a lower monthly maximum excess
balance.

* As with PCA, heavier excess users tended to opt out of the trial.

» Positive customer feedback on trial.

event
triggers.

Annual E\

summary | — /. [Limited significant impacts with this trial. L

Statements - RBB customers with relatively high/medium account costs reacted Al ] e ElEmEms o

RBB/SME to treatment by opening new accounts and changing limits. ’ C|0n5|dgr red?IS|gn anq Sl rgmedy o
* Top 20% by fees reacted most strongly. . th:c:nua:g?nzii-sp:gv?gg??c; rsleitilggif;o

* Similarly relatively high/medium account costs SME customers

also opened accounts. increase sample size. prompts.

10

*Sources: FCA “Message Received”, March, 2015; CMA Provisional Findings Report , Table 5.6



There area also some general insights from the LBG trials that are ~ Group

relevant to the CMA’s trials process. (1/2)

LLOYDS
BANKING

o

WEIE
designed
trials take

time

Small
details
make big
differences

Ease of
action is
important

Targeting
makes a
difference

Good trials should iterate, learn, adapt, combine and improve. Through learning and
iteration better results can be achieved, although this takes time: LBG trials took a little
less than a year.

Careful design of the trial (testable hypotheses, sample selection and size, proper
control and randomisation process, data collection process and so on) is vital.

Lab trials should be considered to determine best trial variants in advance of field trials.

LBG (and others) find small differences in customer prompts can have a big impact.
For example, if personal information is included or not; precise wording, format and
even font can all effect response rates.

The best channel or combination of channels and frequency of prompts depends on the
nature of the call to action and the target group.

Understanding the customer journey from receipt of prompt through to action is critical.
It needs to be as easy as possible.

For example, acting on a letter, might need ringing a call centre, clearing security and
further steps. Alternatively, emerging methods like mobile app push alerts may be
easier to act upon and hence show higher response rates. These should be trialled
versus letter, SMS and existing channels.

Multi-lateral trials with different providers can reveal how different customer journeys
affect response rates.

Choosing the appropriate sample for treatment and control is important.

The sample needs to be unbiased and yet appropriate to the treatment.

LBG often found certain PCA and BCA sub segments to be more responsive.
SME is a particularly diverse population. Not all trials will be relevant to all SME
segments.

CMA IMPLICATION

CMA cannot expect
significant instant impact
from all remedies.
Remedies will need trial
and iteration over time to
achieve effective
behavioural change.

CMA trials should explore
multiple variants.
Suggest lab trials prior to
field launch.

Treatments should
include multi-contact,
multi-channel options.

Mobile OD checker and
complaint insert need
further research.

CMA should identify

target segments for all
trials.

11



There are also some general insights from the LBG trials that are GROUP

relevant to the CMA'’s trials process. (2/2)
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Complexity
requires
Co-
ordination

Replication
NEGCEES
robustness

Small
effects can
multiply

Context is
important

PCA # BCA

With multiple trials across multiple providers, central project management and co-
ordination become critical.

Experiments can refute or support hypotheses but they never prove them.
The more repetitions supporting a hypothesis, the stronger the result.

LBG did one off trials that need repeating and refining to improve efficacy and
ensure reliability.

Small magnitude effects in one off trials can have large cumulative effects over
time.

LBG trials were run for 3 months, and we know customers exhibit these
behaviours throughout the year. The cumulative effect of treating customers
repeatedly and capturing a broader set of customers can have significantly higher
impact than short term, one off trials like these.

Reference markets are dynamic and so are market information and customer
awareness.

Greater awareness of CASS, of tools like eligibility checker or midata comparison
may create a different context and hence different customer behaviour.

Obvious, but there are significant differences running trials in PCA compared to
BCA

For example, sample sizes tend to be much larger in PCA.

Communication channels are clearer in PCA where the individual consumer is the
recipient of prompts.

In BCA, there is typically an internal organisation through which prompts need to

filter prior to action. Furthermore, SME customers tend to be more diverse.

CMA

CMA will need to identify
cross functional
experimental design team
to co-ordinate trials.

Some results can be
counter intuitive.

The process is iterative
and adaptive.

Small effects can be
increased through
multiple contacts, multiple

channels and cumulative
exposure.

These trials were
standalone. Increased
social awareness may
change outcomes.

CMA needs to undertake
differently designed trials
for BCA to account for
sample sizes and
communication channels.

12
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Further, the CMA could build on lessons from recent FCA i

behavioural trials.

Examples of FCA led trials

Trial description Behavioural impact and lesson Source

Savings Statement Trial » Lesson: trialling several variants helps identify better approaches. Interim results: FCA
Different switching boxes in savings * Preliminary results show 2-5% response rates (depending on treatment) vs expected direct Savings statement
statements explored various mail response of <1%. switching box trial
treatments to increase switching (e.g. ongoing

call to action, internal comparison,
market comparison).

General Insurance Renewal + Lesson: target groups within a given variant react differently FCA Occasional Paper
Large RCT to test reactions to different + The inclusion of last year's premium on renewal notices had the greatest impact, prompting 12: Encouraging

types of information provided at between 11% and 18% more people to either switch provider or negotiate a lower premium consumers to act at
renewal and whether this prompted when prices sharply increase. renewal

people to switch in home and motor » Customers who received on average a price increase of over 5% at renewal reacted most. December 2015
insurance markets. » The FCA also tested three other disclosure options.

Overdraft Messages » Lessons: cumulative effects are important; trial magnitudes can be small; there may be FCA Occasional Paper
Not an RCT, but rigorous examination significant variation within reported averages. 10: Message Received,
of different forms of communication » Text alerts reduced average monthly unarranged overdraft charges by 6% (£0.22). March 2015

(letter, text, app) and their effects on » Mobile banking apps reduced average monthly unarranged overdraft charges by 8% (£0.33)

customer behaviour. for Bank A and by 5% (£0.23) for Bank B.

» Signing up to both services reduced monthly charges by 24% (£0.93) for Bank A.
» Annual statements had no effect.

Insurance Redress Letters » Lesson: small variant changes can make a big difference in response rates. FCA Occasional Paper
RCT looking at variants of a redress * Response rate went up from 1.6% to 12% in the most successful treatment group. 2: Redress letters,
letter sent to 200,000 financial service April 2013

customers, including follow up
reminder. (7 variants = 128 treatment

groups).

Savings Rate Change Letter » Lesson: repeat contact builds awareness and increases behavioural change. FCA Occasional Paper
RCT examining variants of savings « Switching increased by between 5.6% to 7.9% with reminders. 7: Savings rate renewal
rate change reminder letter and its » This, relative to a base switching rate (control) of approximately 50% to 70% letters,

timing (control, standard reminder, loss Jan 2015

reminder, gain reminder).

13
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Conclusions. 2
Key implications for CMA remedy design

+ To develop effective, evidence based remedies that seek to change customer behaviour, a well-designed and iterative
programme of trials and behavioural research is needed to properly understand what works.

* Inthis context, these one-off LBG trials have provided a variety of lessons about the pros and cons of various trial
design approaches. There are also lessons from recent FCA experience in other related markets.

+ Developing effective tools to influence customer engagement is an adaptive, long term exercise. The CMA should be
prepared for this, and build this into the governance and timing aspects of the relevant remedies.

« Some of the LBG trials show the need for careful redesign following some possibly counter-intuitive outcomes,
particularly around OD eligibility and using complaints as a trigger to action. Others showed the need for refinement and
evolution to improve their existing efficacy e.g. text alerts and planned limit alerts.

« The CMAIs uniquely placed to initiate large scale trials, across multiple providers and develop remedies which will
change customer engagement for the better. These might be undertaken in partnership with the others such as the
FCA.

* LBG hopes that the insights shared here will be a valuable input for the CMA as it starts to design its remedies in more
detail, and that this evidence will help the CMA to focus and refine its ideas.

*  Where there is specific read across between the LBG trials and the CMA's proposed remedies, the CMA can use this
insight to benefit from the work LBG has already undertaken. LBG would welcome a meeting to discuss these results
further.

14
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1 PCA Planned Limit Availability DESIGN LLOYDS
BANKING

Trial prompts customers to save by changing OD limit.
Three channels; 60,000 customers

HYPOTHESIS CHANNELS METRIC
il . i i
Providing customers that go unplanned with %’w e . ::\r,]ec;elﬁii?] ?r:/ zfrg]‘itrllmt )
Availability ' timely information around available planned L;j’/‘ Digital « Lower overall fe)(/-:-s g
of a planned limits W_iII lead to a reduction in unplar_med Letter SMS Prompts - No longer incurring unplanned fees
limit W fees ety forward and customers being 20k customers in each channel trial « Lower debit balance (long term)
RETAIL better off in the long term 60k in whole population - Understanding channel effectiveness

SAMPLE SELECTION

Data selection was limited to one brand only (Halifax)
Only customers with occasional unplanned overdraft usage (customers unplanned 1-2 of the last 6 months) were included to ensure that

increased borrowing was not offered to customers with heavy overdraft usage
A business decision was made to include customers with a non-Marketing indicator to understand whether a message of this nature

could benefit customers who do not usually receive communications considered as financial promotions

RANDOMISATION PROCESS

+ Standard randomisation
To build a control group of 20k customers (to enable an accurate comparison against the treatment group), a control group was formed

from equivalent populations within the letter and SMS control groups who met the Digital lead control group criteria

CUSTOMER ACTIONABLIITY
Ease to act varied amongst the channel communications. Customers who received an SMS or who saw a Digital banner were able to

navigate directly from the communication to an overdraft application process, whereas customers receiving the letter needed to log on or

call to action their request
Customers who clicked through from the SMS to apply for an overdraft would have gone straight to browser.
However, customers who logged in to the app to apply, would have been redirected to a browser to complete their application, instead of

staying in app as is now the case.




1 PCA Planned Limit Availability

DESIGN
LLOYDS

BANKING
GROUP

Three month trial with different calls to action.
Customers chosen to minimise risk of increased indebtedness

HYPOTHESIS

Providing customers that go unplanned with timely information around available planned limits will lead to a reduction in
unplanned fees going forward and customers being better off in the long term

HIGH-LEVEL TEST STRUCTURE:

CHANNEL CUSTOMERS COMMS DATES EST RESPONSE
TREATED
e 20k MAY  JUN JuL 200-300
DIGITAL . .
BANNERS Ongoing throughout the trial
22

20k APR may N 200-300
Single mailing end of April

20k MAY JUN  JUL 200-300

Ongoing throughout the trial

Call to Action

Reduce costs immediately
by adding a planned limit

Increase planned limit to
cover occasional overspend

Discuss other solutions e.g.
debt consolidation

Test Segment

Has an existing overdraft
limit

Has no overdraft limit

SELECTION CRITERIA

1. Customer must have a clear incentive to
act, avoiding situations where limit
increase might add to overall debt

L Occasionally unplanned
[ Sufficient additional/new limit available

U Stability around limit availability

Behavioural Change

Reduction in unplanned fees

incurred

Reduction in days
unplanned

Reduction in overall debt

o

17



1 PCA Planned Limit Availability DESIGN LLOYDS

One variant was used for direct mail channel Rou
Message designed for optimum impact f&&\

Customer reference: 30000000 DAILY
Ref: HXCMAMNOOVDSTD
Date: XX Month XX -

UNPLANNED OVERDRAFT

[ —
——
—
(=1
(=]
(=1
=
—_
]
il
=
e=
—]
=

=Mir A Personalisads=
=S5ample House=

=1 Sample Road=
=Sample Town=
=Sample County=
=WWX1 SYI=

BARCODE

PLANNED OVERDRAFT

Diaily feas are:

service message

HERE’S HOW WE COULD HELP YOU
REDUCE OVERDRAFT FEES.

Dear br Sarmple,

Crver the last six months there have been times youlve been charged an
urplanried daily overdraft fee of £5.We want to help you reduce the fees you
pay. Apply for a phnned overdraft and it means that if you go overdmwn again,
the fees you pay could be much lower.

As an exarmple if you used an unplanned overdraft for three days a month .
you would be charged £5 a day in fees, that's £15 in total. But if this hat REPRESENTATIVE EXAMPLE:

been a planned overdraft it could have cost you as little as £1a day in fex IF YOU USE A PLANNED OVERDRAFT
OF £1,200, THEN WE'LL CHARGE YOU
that's £3 a mornth.

A DAILY FEE OF £1.

The information to the right highlights the costs of a plnned overdmft
compared to an unplanned overdraft.

A couple of things to bear in mind. The availability of a plnned overdraft and
your limit will depend on your cdroumstances when you apply and will be subject
to eligibility, and we can ask you to repay your overdraft back in full at any time.

Mot sure you'll use a planned overdraft?
Meed it ar notits good to have a plan. It costs nothing to setup and if you do
go overdrawn and stay within your plnned limit, you'll pay much less in fees.

18



1 PCA Planned Limit Availability

DESIGN
LLOYDS

One variant was used for SMS channel BRoup
Slight message changes occurred over time

o

A/C1234. You've gone
overdrawn in the last 6
months. To see if we can
help reduce your fees in
future, call us on 0345 720
3040 or visit
www.halifax.co.uk/bankacco
unts/overdrafts, conditions

apply. If you'd like to opt out
of these messages, text
ENDOVD to 62229.

Trial constraints

= Messages were issued to customers around the 20t working day of the month. This
may have been close to payday for a large number of customers with monthly pay,
therefore may have impacted the customer’s propensity to take up/ change their
overdraft limit

Other variants

= There was a slight variation in the wording of the repeat messages sent in the
second and third month of the trial. They referred to fees incurred in ‘the last 7
months’ and ‘the last 8 months’

= Tighter targeting of customers who had incurred fees in a shorter time period, e.qg.
within the last 3 months, might increase the impact and subsequent response rate

Option selection

= The first line was chosen to align to the letter and to make the message impactful,
based on the recency of the customer incurring unplanned fees. However,
references to ‘unplanned’ fees were deliberately avoided as it was deemed to
complicated to explain succinctly

= Call to action was simple for any customers with a smart phone. However, as
referenced earlier in the pack, customers applying via the Mobile Banking app
would have been redirected to the mobile optimised browser

= Opt-out message was clear and simple for customers. A higher volume of opt-outs
was seen following the second message

= Original intention was to keep the message within the parameters of one text
message, however this was not possible when building in Legal requirements and
opt-out clause

19



1 PCA Planned Limit Availability DESIGN

LLOYDS

One variant was used for Digital channel R

Messaging consistent with direct mail channel ‘R"\‘

DAILY
OVERDRAFT FEES.

UNPLANNED OVERDRAFT

By using this, your
: £5

daty lee has been

HERE’S HOW WE HELP S s
YOU REDUCE OVERDRAFT FEES.

Over the last six months there have been times when you've boen charged an
unplanned dady overdraft fee of £5. We want to help you reduce the fees you pay

Apply 10 increase your planned overdralt and, instead of paying £5 a day  you go For overdrat amounts
overdrawn, you could pay as Iitte as £1 a day £2,000 10 £2.999 99

As an example ¢ you used an unplanned averdraft for three days a month you would
be charged £5 a day In fees, that's £15 in total. But if this had been a planned
overdraft £ could have cost you as Mtle as £1 2 day in fees. that's £3 a month

A coupie of things 10 bear in mind. The avadabidy of a planned overdraft and your
limit wil depend on your circumstances when you apply and will be subject to
elhgibddy, and wo can ask you 10 repay your overdraft back in full at any time

So why not apply 10 increase your planned overdraft Then f you go overdrawn in
the future and stay within your planned imit. you'll pay much less in fees In most
Cases we Can give you 8 decision straightaway

dralt amounts

REPRESENTATIVE EXAMPLE

Apply now
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1 PCA Planned Limit Availability

Aspects of the trial can be developed
Refinements can be made in future iterations

DESIGN
LLOYDS

BANKING
GROUP

o

@ Post-trial measurement period

@ Drop outs

@ Target group criteria
@ Limited treatments variants

@ Cumulative effects

1.

Unable to determine impact of trial on
the likelihood of the customer having a
long-term change in their debit balance.

Reduction in size of treatment group for
second and third communications due
to c400 customers no longer meeting
Credit Risk criteria.

Trial results may show certain sample
segments yield greater behavioural
response than others

Trial insight constrained by limited
number of treatment variants

The trial was a one off, over a
constrained time period.

1.

Revisit account balances/ customer
behaviour at + 6 months/ + 12 months
to investigate any long-term
improvement/ reduction.

No alternative recommendation — data
was refreshed to ensure customers still
met the required selection criteria.

Depending on results, consider tighter
selection criteria for communication

Consider further trials (lab and field)
with multi-channel, multi-frequency and
variety of format/wording treatment
combinations

Investigate repeated contacts over an

extended period to assess cumulative
effects.

21



1 PCA Planned Limit Availability DESIGN

Complaints relating to the trials were low SROGF
Trial opt out rates were low ’R“\

Trial Complaint Complaint Themes
Volumes

Low % of SMS complaints (<0.1%). Complaint themes (and number of
complaints) were:

1. Relevance - customer did not think they had been unplanned within the

quoted timeframe (3)
7 2. No Marketing Indicator (NMI) — customer unhappy at receiving SMS as they

had an NMI on their account (2)

3. Clarity of communication - customer remained within the overdraft buffer on
the one occasion that they went unplanned (1)

4. Incorrect mobile number on file — number held on file for the account did not
belong to customer (1)

Opt-Out Volume

1.5% overall opt-out rate  Volume of opt-outs includes:
across treatmentgroup 74 customers who opted-out on receipt of first SMS
» 219 customers who opted-out on receipt of second SMS

Planned limit — SMS
channel

293 0.4% opt-out rate on
receipt of first SMS
1.3% opt-out rate on
receipt of second SMS
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1 PCA Planned Limit Availability

RESULTS

LLOYDS
The PCA availability of planned limit trial shows customers changing GROUP
"ﬂ' their planned limit and using their unplanned overdraft less R‘R\

Hypothesis We have looked at trends for:

Customers who are told that
they can have a planned
overdraft limit:

* Will be more likely to apply
for a planned limit

» Less likely to incur overdraft
charges

Increased limit
Lower unplanned fees
Lower debit balance

Understanding channel
effectiveness

Amount and number of unplanned OD
fees

Number of days in unplanned OD
Number of unplanned OD occurrences

Average and maximum value of
unplanned OD

Probability of changing planned limit

Probability of opening a cross-product
account

via internet banking.

treatment.

1. Customers reacted and changed planned limits under the treatments. The exception was customers without a limit prompted

2. SMS was most effective for those with a planned limit (42%+ vs. control). DM for those without (39%+ vs. control) NB these %
differences are relative to small original effects.

3. Timeliness of messages was important: customers incurring fees in a given month were more likely to act than others in the

4. Absolute magnitudes: 1% to 0.2% more customers changed limits, depending on treatment.
5. Heaviest fee payers were least likely to change limits .

Prompt caused some customers to open a new account or product (15-20%+ v control).
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1 PCA Planned Limit Availability RESULTS LLOYDS

Avallability of planned limit — summary results BANKING
"ﬂ Customers changed limits, 14%-42% depending on treatment 7&&\

IB channel saw a drop in
unplanned fees

Direct mail was most effective for Counterintuitively, the treatment increased

customers without a planned limit overdraft balances for some customers

% of customers Monthly Monthly Monthly max % of customers
Monthly unplanned changing planned | Days in unplanned unplanned unplanned unplanned balance opening anew
fees (£) limit OD per month occurences balance (£) () account

Sub-segment T E | T E | T E | T E | T E | T E | T E |
ODL10: Direct mail / no planned limit 139 100 | 39% 94 100 | -6% | 135 | 100 | 35% [ 117 100 17% 118 100 18%
ODL11: SMS / no planned limit 116 100 | 16%
ODL12: Internet Banking / no planned limit 82 100 -18% 84 100 | -16% | 93 100 | 7% 119 100 19%
ODL13: Direct mail / planned limit 114 100 | 14%
ODL14: SMS / planned limit 142 100 | 42%
ODL15: Internet Banking / planned limit 88 100 -12% 129 100 | 29% 93 100 | 7% 117 100 17%

Customers also opened new accounts as a

response

Key learnings

+ Customers do respond to targeted and relevant communication,
Statistically significant impact ; result in line with hypothesis in partiCU|ar those WlthOUt a plannEd ||m|t tO Start Wlth

Statistically significant impacts; results not in line with hypothesis

SMS was most effective for customers with an
existing planned limit

*+ SMS may be more effective for behaviour change that involves
less “hassle” (increasing planned limit, rather than setting up a

E What we would expect to get without treatment new One)

Impact not statistically significant

T What we got with treatment

| The % impact of treatment

Note: Results have been indexed for redacted version; “E” is base.
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1 PCA Planned Limit Availability RESULTS LLOYDS

BANKING

Customers did change planned limits as a result of treatment GROUP
% uplift large; absolute impact [<5%] change limits R‘R‘

OD10: Direct Mail / No planned limit OD11: SMS / No planned limit OD12-Internet Bﬁl:]li(tmg/ N [BEIITEE

1
I I No significant impact
Treatment Treatment Control pre-  Control Estimated

pre-trial  post-trial trial post-trial impact Treatment Treatment Control pre-  Control Estimated
pre-trial post-trial trial post-trial impact

planned limit per month

planned limit per month

Percentage of customers changing

Percentage of customers changing

| 95% Confidence Interval
| 95% Confidence Interval

OD13: Direct Mail / Planned limit OD14: SMS / Planned limit OD15: Internet Banking / Planned limit

Percentage of customers changing
planned limit per month
Percentage of customers changing
planned limit per month

Percentage of customers changing
planned limit per month

Treatment Treatment Control pre-  Control Estimated Treatment Treatment Control pre-  Control Estimated

pre-trial post-trial trial post-trial impact pre-trial post-trial trial post-trial impact
| 95% Confidence Interval . | 95% Confidence Interval .

Treatment Treatment Control pre-  Control Estimated
pre-trial post-trial trial post-trial impact

| 95% Confidence Interval
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1 PCA Planned Limit Availability RESULTS

. . . . . . LLOYDS
Timely, targeted communication is likely to be most effective BANKING
w Customers were more likely to change limit if they incurred fees in that month ’é“

OD10: Direct Mail / No planned limit OD14: SMS / Planned limit

Impact on probability of
changing planned limit (%)
Impact on probability of
changing planned limit (%)

No OD fees incurred = Whole sample  m OD fees incurred No OD fees incurred = Whole sample ®OD fees incurred

I: 38% 39% 56% I: 40% 42% 4.9%

OD13: Direct Mail / Planned limit OD15: Internet Banking / Planned limit

Direct mail / planned limit

Impact on probability of
changing planned limit (%)
Impact on probability of
changing planned limit (%)

it

No OD fees incurred = Whole sample ®mOD fees incurred No OD fees incurred = Whole sample 2 OD fees incurred
H 1% 14% 31% H 41% 29% 3%

:EZ:H

Significant impacts

/:ji-:ji-: Non-significant impacts

I The % impact of
treatment
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1 PCA Planned Limit Availability

Impact (%)

OD13: Direct Mail / Planned limit OD14: SMS / Planned limit OD15: Internet Banking / Planned limit

Impact (%)

The highest fee payers are less likely to change their planned limit

RESULTS
LLOYDS

BANKING
GROUP

o

OD12: Internet Banking / No planned

OD10: Direct Mail / No planned limit OD11: SMS / No planned limit limit

Probability of changing planned limit (Direct mail / no

S Probability of changin lanned limit (SMS / no
planned limit) Yy ging p (

planned limit)

g No significant impact
g
. —
= Bottom 90% of OD fees = Whole sample = Top 10% of OD fees
= Bottom 90% of OD fees = Whole sample = Top 10% of OD fees
47% 39% -12% I: 21% 15% -4%

Probability of changing planned limit (SMS / planned

Probability of changing planned limit (Direct mail / planned limit) limit)

Probability of changing planned limit (Internet banking
/ planned limit)

7

g g
] =
g g
E 3
= Bottom 90% of OD fees = Whole sample = Top 10% of OD fees = Bottom 90% of OD fees = Whole sample ~ m Top 10% of OD fees « Bottom 90% of OD fees = Whole sample
14% 14% 18% I: 42% 42% 37% I: 34%, 299,

Significant impacts

Non-significant impacts

I The % impact of
treatment

#Top 10% of OD fees
1%
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1 PCA Planned Limit Availability RESULTS LLOYDS

Customers prompted via internet banking incurred lower fees BANKING

GROUP

W There is some evidence that the highest fee payers saved the most fé&x

OD12: Internet Banking / No planned limit OD15: Internet Banking / Planned limit

I

month, £

1

Treatment Treatment Control pre-  Control Estimated Treatment Treatment Control pre-  Control
pre-trial post-trial trial post-trial impact pre-trial post-trial trial post-trial

Amount of unplanned overdraft fees in
month, £
Amount of unplanned overdraft fees in

Estimated
impact

— 95% Confidence Interval — 95% Confidence Interval

f

Amount of Unplanned Overdraft Fees in month (Internet Amount of Unplanned Overdraft Fees in month (Internet
banking / no planned limit) banking / planned limit)

"

%)
I3
&
Q.
E /
7
# Bottom 90% of OD fees = Whole sample = Top 10% of OD fees " Bottom 90% of OD fees ®Whole sample ®Top 10% of OD fees
I: -19% -18% -17% I: -13% -12% -17%

Significant impacts

Non-significant impacts

I The % impact of
treatment
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1 PCA Planned Limit Availability

Averaging can often hide impacts on customer sub-groups

The highest fee payers in direct mail / no planned limit saw a larger fee reduction

RESULTS
LLOYDS

BANKING
GROUP

Significant impacts

Non-significant impacts

I The % impact of
treatment

Impact (£)

Amount of Unplanned Overdraft Fees in month (Direct mail / no

planned limit)

;;;;;;;;;;;;;;;

+ Bottom 90% of OD fees < Whole sample ®Top 10% of OD fees

-4%

-1%

28%

o
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1 PCA Planned Limit Availability RESULTS LLOYDS

Three channels/segments showed reduced unplanned occurrences... GROUP
The bottom 90% of fee payers see a significant reduction ‘é“

OD10: Direct Mail / No planned limit OD12: IB/ No planned limit OD15: IB / Planned limit

Number of unplanned overdraft
occurrences per month
Number of unplanned overdraft
occurrences per month
Number of unplanned overdraft
occurrences per month

Treatment Treatment Control pre-  Control Estimated Treatment Treatment Control pre-  Control Estimated Treatment Treatment Control pre-  Control Estimated
pre-trial post-trial trial post-trial impact pre-trial post-trial trial post-trial impact pre-trial post-trial trial post-trial impact
— 95% Confidence Interval — 95% Confidence Interval —{ 95% Confidence Interval
Number of unplanned occurrences (Direct mail / no Number of unplanned occurrences (Internet banking /

no planned limit) Number of unplanned occurrences (Internet banking /

planned limit) planned limit)

y

& £ &
E £ £
_
= Bottom 90% of OD fees = Whole sample  + Top 10% of OD fees
= Bottom 90% of OD fees = Whole sample = Top 10% of OD fees = Bottom 90% of OD fees = Whole sample Top 10% of OD fees
I: -8% €% 4% I: -8% -7% -6% I: -8% -8% -10%

Significant impacts

Non-significant impacts

I The % impact of
treatment
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1 PCA Planned Limit Availability RESULTS

OD12: Internet Banking / No planned limit

OD15: Internet Banking / Planned limit

No significant impact on
average

Treatment Treatment Control pre-  Control Estimated v
pre-trial post-trial

trial post-trial impact
}—{ 95% Confidence Interval &

Number of d I d (Int t banking / I d
Umber ot days unplanne "r(nrilt)erne anxing 7 no planne Number of days unplanned (SMS / planned limit)

Number of days in unplanned
overdraft per month

Vv

g g

£ E
= Bottom 90% of OD fees = Whole sample <= Top 10% of OD fees = Bottom 90% of OD fees = Whole sample * Top 10% of OD fees
I: -17% -16% -13% I: -8% -6% 1%

Significant impacts
Non-significant impacts
The % impact of

| treatment

LLOYDS
... and a reduction in days unplanned for some customers CROUP
The bottom 90% of fee payers see a significant reduction ‘R‘R‘
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1 PCA Planned Limit Availability RESULTS LLOYDS

BANKING

§ The prompts also caused customers to open alternative accounts GROUP

w 3

OD10: Direct Mail / No planned limit OD12:Internet Bﬁ::i(tmg/ MO plEE: OD15: Internet Banking / Planned limit

new account per month

new account per month
Percentage of customers opening a

Percentage of customers opening a

éﬁ

Percentage of customers opening a
new account per month

—un

Treatment Treatment Control pre-  Control Estimated
Treatment Treatment Control pre-  Control Estimated pre-trial post-trial trial post-trial impact
Treatment Treatment Control pre-  Control Estimated pre-trial post-trial trial post-trial impact
pre-trial  post-trial trial post-trial impact | 95% Confidence Interval

— 95% Confid: Interval —| 95% Confidence Interval
onfidence Interval

1.
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1 PCA Planned Limit Availability RESULTS

The results are very sensitive to the time period used
Sensitivity analysis was conducted on the “post-trial” period

LLOYDS
BANKING
GROUP

o

« Main findings used the period May — August for direct
mail and SMS trial cells and July — August for internet
banking.

LTS el S (IOl s eli|6M «+ Communications were sent out on 22" May for the direct

we use? mail and SMS trial cells.

« The first communications were sent out on 26" May, but
some customers started receiving the treatment later in the
Summer. Communications stopped on 22" August.

May — August
May — September
June — August
June — September
July — August

July — September

Other options for the “post-trial”
period

ok wWwNE

* For direct mail and SMS, for each trial cell the results are
only significant for one or two post-trial periods. The results
How sensitive are results to the are very sensitive to timing.
choice of period? » For internet banking, there are no significant results when
including May. For other periods, some of the results are
not significant across all time periods.
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2 PCA Low Balance Text Alerts

The trial alerts customers to near and over OD limit.

SMS channel; 50,000 customers

DESIGN

LLOYDS
BANKING
GROUP

o

HYPOTHESIS CHANNELS

Auto opting customers into ‘near limit’ and =

Auto optin ‘over limit’ alerts will reduce accidental use == =

ItOWt b?IaFce =l of unplanned overdrafts and therefore Liiar el lewnchy S0

ext alerts 50k customers in SMS trial
RETAIL fEemee evsil s 350k in unplanned each month

SAMPLE SELECTION
» 50K from all gone unplanned in last 3 months

RANDOMISATION PROCESS
* No issues in randomisation of treatment or control groups

CUSTOMER ACTIONABLIITY
» There were no barriers to customer action, although the manual process resulted in customers not receiving

messages until after 10am. This may have resulted in customers having insufficient time to prevent spending or
take action (although customers could transfer money into their account by Internet, Telephone or Mobile Banking

at any time)

METRIC

* Reduced discretionary debit card

usage into unplanned
* Lower unplanned fees

* Reduction in days in unplanned
 Lower debit balance (long term)

« Increased overdraft limit
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2 PCA Low Balance Text Alerts

Four month trial with different calls to action.
Customers with unplanned OD in last 3 months targeted

DESIGN

LLOYDS
BANKING
GROUP

o

HYPOTHESIS
Auto opting customers into ‘near limit’ and ‘over limit’ alerts will reduce accidental use of unplanned overdrafts and

therefore reduce overall fees

HIGH-LEVEL TEST STRUCTURE:

CUSTOMERS
TREATED

CHANNEL COMMS DATES EST RESPONSE

11
JUN JUL AUG
50k MAY N/A

Mailing to advise of opt in

20 28
49K? MAY JUN JuL AUG N/A

Alerts ongoing throughout the trial
when customers near/ over limit

49kl MAY JUN JUL A%JlG N/A

SMS sent to customer at end of the trial

Test Segment Call to Action

Has an existing overdraft
limit
Has no overdraft limit

1 Reduced as some customers opted out

Customer credits account to

avoid unplanned fees

Customer reduces spending
to avoid unplanned fees

Customer applies
adds/increases existing limit

SELECTION CRITERIA

1. Customer must have a clear incentive and
the ability to act

0 Unplanned within the last 3 months

U Not unplanned all of the latest month

Behavioural Change

Reduction in accounts going
unplanned

Reduction in days
unplanned and fees incurred

No improvement for those
opting out of service
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2 PCA Low Balance Text Alerts

DESIGN
LLOYDS

SMS channel used to alert customers near or over limit BANKING
An opting in letter was sent to advise of alerts trial

Opting In letter

Johnson box used to highlight the
costs of planned and unplanned
borrowing

Header used to
catch customer
attention as a
service message

TEXT ALERTS TO HELP YOU
MANAGE YOUR <XXXXXX>
CURRENT ACCOUNT

We're trialling our free text alert service to help customers manage their
accounts. Wed like you to take part in this trial, which involves sending text

TAKE PART IN
R FREE TEXT
ERTS TRIAL.

This could give you time to:

B Prevent unplanned
overdraft fees being
charged to your account

to, or <using an unplann annied overdraft limits.
The trizl will run from <&th May to 28t

Avoid unplanned overdraft fees

By receiving a text before you use an unplanned overdraft, you could avoid
fees. Unplanned overdrafts have higher fees than planned overdrafts and if you
pay money in to your account and the funds dear before midnight on the day
we send the alert, you could awoid unplanned overdraft fees. You'll then have
these options:

W Stop transactions which
could make you use an

unplanned overdraft

* <Ask us 2bout a planned overdraft=

* Transfer money into your account and the funds clear before T2am to bring it
back in to credit

* 5top using your debit card until you have monay availabla in your account.

SMS alert

wl.. Verizon

A/C1234 11Jun. You've
less than £50 available.
Please make sure you
have enough in your A/C
to pay for upcoming
transactions. To opt out
text CANCEL to 62229

A/C1234 12Jun. You're
over your limit and have
no funds available for
payments until you pay
money into your account.
To opt out text CANCEL
to 62229

Practical constraints

= Due to the decommissioning of a
bulk auto-enrolment process, the
trial had to be conducted using a
manual process, replicating the
existing proposition as closely as
possible

= This meant that customers could
not choose to opt in with a new
mobile number and could only opt-
out by SMS

Other treatments

= Aligned with existing Retail text
alert

= Could consider other wording
variants + channels (eg app).

= Could consider different or
customisable trigger limits

I

Letter sent to the treatment before the treatment
started

SMS sent as
treatment

Variant selection

= No other wording variants were
considered, as the decision was
made to align alert wording to
existing Retail text alert proposition
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2 PCA Low Balance Text Alerts

Aspects of the trial can be developed
Refinements can be made in future iterations

DESIGN

LLOYDS
BANKING
GROUP

o

0 Timeliness of manual process

@ Incorrect mobile number on file

@ Cumulative effects

1.

As balance data was not available until
10am each working day (at the earliest),
customers may already have spent

money / may have had insufficient time to
act.

There were a group of customers in the
treatment group who could not receive text
alerts due to bank records holding an
incorrect mobile number.

The trial was a one off, over a
constrained time period.

1.

Follow automated text alert issuance
processes, if the ability to bulk enrol
customers exists.

Build in an automated process to opt-in
with a new mobile number.

Investigate repeated contacts over an
extended period to assess cumulative
effects.
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2 PCA Low Balance Text Alerts DESIGN

Complaints relating to the trial were low A
Opt-out volumes were higher than forecast R"w‘

Trial Complaint Complaint Themes
Volumes

Very low % of SMS complaints (<0.01%). Complaint themes were:

1. Timeliness — near limit text alert received after a customer’s salary had
credited their account, therefore caused concern that the customer had not
been paid

Text Alerts 3 2. Awareness of trial - customer had either not received trial introduction letter
or had forgotten it, therefore was concerned that he was incorrectly
receiving information about someone else’s account

3. Auto-opt in - customer unhappy to have been automatically registered for
text alerts and colleagues were unable to provide correct information on

Opt-Out Volume | __Opt-out %

Volume of opt-outs includes:

+ 88 customers who opted-out after receiving the introductory letter
894 customers who opted-out after receiving the reminder message (a week
before the trial commenced)
2,413 customers who opted-out after receiving a text alert

7% overall opt-out rate

across treatment group

S 0.74% average daily opt-
out rate on receipt of a

N.B. Of the 982 customers who opted-out on receipt of the letter or reminder
text alert

message, some of these will have opted-out due to an incorrect mobile number
being held on file, however the exact volume is unknown
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2 PCA Low Balance Text Alerts

time spent unplanned

RESULTS
LLOYDS
BANKING

W] The PCA low balance text alerts trial reduces unplanned fees and  croue

L IC
CIC I
Cr

Hypothesis We have looked at trends for:

Sending customers low .
balance text alerts will

lead to: .
* Reduced use of .

unplanned overdraft
Reduced overall fees

Reduced usage of
unplanned overdraft

Lower unplanned fees
Lower debit balance

Lower complaints
around fees

Amount and number of unplanned OD fees
Number of days in unplanned OD

Number of unplanned OD occurrences
Average and maximum value of unplanned OD
Probability of using unplanned OD

Probability of changing planned limit

£4.11/month.

1. Treated customers reduced unplanned fees and time unplanned.

2. ~1% of treated customers saved £5+ per month v control by not going unplanned. The top 20%
of fee payers saved [100-150]p/month on average. CMA average provider OD income was

3. FCA found 30p/month reduction with SMS alerts (Message Received). LBG found [25-75]p/month
average reduction across the treatment group.

4. Alerts also positively affected days unplanned ([2-5] days/yr less); unplanned occurrences (3%
less/month) and customers going unplanned (2% less/month).

5. Customers who opted out before the trial started tended to be heavier OD users.

6. Daily analysis shows most impact from alert in first 24 hours.
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2 PCA Low Balance Text Alerts RESULTS
LLOYDS
BANKING

Treated customers reduced unplanned fees and time unplanned.  crouvr

[25-75]p reduction in unplanned fees per Customers use their unplanned overdraft

month, a 6% reduction less on average

% of customers % of customers Days in Monthly
Monthly unplanned changing planned using unplanned | unplanned OD unplanned Monthly unplanned Monthly max
fees (£) limit oD per month occurences balance (£) unplanned balance (£)
Trial T E I T E I T E I T E | T E I T E I T E I
Low balance text alerts % 100 -6% 98 | 100 | -2% | 93 | 100 | -7% | 97 | 100 | -3%

RINMEIRES NS

*  Opt-out SMS alerts need to be well targeted

* Results suggest they do influence behaviour and help customers
avoid going unplanned

Statistically significant impact ; result in line with hypothesis

Statistically significant impacts; result not in line with hypothesis ® FCA found that Opt'|n teXt a|eI’tS reduce unplanned feeS by 5'
Impact not statistically significant 8%, eqUIvaIent to 20-30p on average.

T What we got with treatment

E What we would expect to get without treatment

| The % impact of treatment

Note: Results have been indexed for redacted version; “E” is base.
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2 PCA Low Balance Text Alerts

The top 20% of fee payers saved [100-150]p/month on average.

[25-75]p/month average reduction across whole treatment group.

RESULTS
LLOYDS

BANKING
GROUP

o

Average reduction of [25-75]p per
month in unplanned fees, a 6%
reduction

Larger absolute reduction
compared to the FCA research
that found opt-in text alerts
reduce unplanned fees by 20-30p
on average, equivalent to 5-8%

>

Customers paying the top 20% of
fees before the trial saved [100-
150]p per month on average, a
5% reduction

Customers in the bottom 80% still
saved over [25-75]p per month.

The trial was targeted at
unplanned overdraft users

Significant impacts

Non-significant impacts

—

The % impact of
treatment

month, £

)

Amount of unplanned overdraft fees in

Treatment Treatment
pre-trial post-trial

— 95% Confidence Interval

Control pre-  Control
trial post-trial

Estimated
impact

Amount of Unplanned Overdraft Fees in month

Impact (£)

Bottom 80% of fees
I: -8%

Whole sample
-6%

m Top 20% of fees
-5%
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2 PCA Low Balance Text Alerts RESULTS

. . LLOYDS
Text alerts targeted at the right customers are most effective BANKING
#H Receiving text alerts helped customers reduce unplanned fees T&‘R\

«  Average reduction of [50-100]p Near limit alert received

per month in unplanned fees, a
5% reduction for customers who '
received at least one near limit —
alert (within £20 of their planned
limit)

Amount of Unplanned Overdraft Fees in month

Impact (£)

No near limit texts = Whole sample ® At least one near limit text
H -7% -6% -5%

* Average reduction of [50-100]p Over limit alert received

per month, a 5% reduction, for Amount of Unplanned Overdraft Fees in month
customers who received at least

one over limit alert, despite still >
using their unplanned limit

Impact (£)

No over limit texts = Whole sample m At least one over limit text

. 0 -69 -59
Significant impacts H 2% 6% 5%

Non-significant impacts

| The % impact of
treatment
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2 PCA Low Balance Text Alerts RESULTS

Alerts also positively affected days unplanned; unplanned occurrences
and customers going unplanned.

LLOYDS
BANKING
GROUP

Days unplanned Unplanned occurrences % customers going unplanned

overdraft per month
Number of unplanned overdraft
occurrences per month

Number of days in unplanned

unplanned overdraft per month

Percentage of customers using their

Estimated

Treatment Treatment Control pre-  Control Estimated
pre-trial post-trial trial post-trial impact

[ T
Treatment Treatment Control pre-  Control Estimated
pre-trial post-trial trial post-trial impact
| 95% Confidence Interval

Average 3% reduction in the
number of unplanned

Treatment Treatment Control pre-  Control
pre-trial post-trial trial post-trial

PN

Average reduction in days
unplanned of [0-1], a 7%

| 95% Confidence Interval
1 95% Confidence Interval

2% reduction in proportion of
customers going unplanned —

reduction - equivalent to [2-5]
days per year less.

occurrences per month

equivalent to nearly [0-10] in
100 fewer customers
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2 PCA Low Balance Text Alerts

Sub-segment analysis reveals nuances in customer behaviour

RESULTS
LLOYDS
BANKING
GROUP

Top 20% of customers by total overdraft charges incurred

Probability of using unplanned overdraft

Impact (%)

Significant impacts

Non-significant impacts

it
| The % impact of
treatment

-3%

Impact (#)

Bottom 80% of fees = Whole sample = Top 20% of fees

-2% 0%

Number of unplanned occurrences

Impact (#)

i

Bottom 80% of fees mWhole sample = Top 20% of fees

-4% -2%

Number of days unplanned

Bottom 80% of fees
I: -8%

= Whole sample
-7%

m Top 20% of fees
-6%

1%

o
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2 PCA Low Balance Text Alerts RESULTS
LLOYDS

wn|  Unsurprisingly, no alert yielded no impact GROUP

E s

Near limit alert received

Number of unplanned occurrences Number of days unplanned
S
g &
I =
£ 3
E S
E
No near limit texts = Whole sample No near limit texts = Whole sample
I: 0% -2% -2% I: 3% -7% -7%
Over limit alert received
Number of unplanned occurrences Number of days unplanned
€ &
5] i3]
g g
E E
No over limit texts = Whole sample ® At least one over limit text No over limit texts = Whole sample ® At least one over limit text
I: 0% -2% -1% E: -7% -7% -6%

Significant impacts

Non-significant impacts

The % impact of

I treatment




2 PCA Low Balance Text Alerts RESULTS
LLOYDS

BANKING

@ Customers who opted out were heavier unplanned users pre-trial GROUP

o

3% of customers in the treatment group chose to opt-out of SMS alerts

i

Opt-outs had heavier overdraft usage before the trial
compared to those that did not opt-out

— el I 17.6%

§e] 6.9% ® Unplanned =
S u - 712% 24.1% OD fees o
— ie]
% S =
@ o 3.1% . — o
[0} o Average credit 5 O
- S balance ? ® Number of c
g ' B days c
< c 8— Y )
k=) oW L unplanned =
< c Average OD S o #)
~ C S c > =
%) O O balance - O S
¢ . ; :
c g 0 % = Number of -
c_cg 2 = Ave unlanned 2 unplanned -
& @ balance ° occurrences e
) S o #) o
= o _ o p=
o th:') ® Maximum o
— 5 30% unplanned =
()]
balance
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2 PCA Low Balance Text Alerts

a

L

RESULTS

The trial was targeted at customers who were most likely to benefit

The majority of customers received one or more text alerts during the trial

LLOYDS
BANKING
GROUP

o

46,358 customers were in the treatment group for the text alert trial.

87% received at
least one Near

Limit Alert (within 50,000
£50 of planned 45,000
limit)
¢ 35,000
Q
E 30,000
n
Of those, the 3 25000
average number of |
texts received over | 5 20,000
the trial period IWas § 15.000
approximately 6 z
PP Y 10,000
5,000
0

Near limit text Over limit text

64% received at least
one Over Limit Alert

Of those, the average
number of texts
received over the trial
period was
approximately 10
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2 PCA Low Balance Text Alerts 2 RESULTS

Proportion of accounts within limit without treatment

* Analysis must strip out
daily volatility and
control for when SMS
alerts are triggered

* NB within a day a
customer may go below
limit, receive an alert ~
and then replenish.

» Within day “dipping” not [Chart
captured in daily data.

Weekly patterns

redacted]

x% exceed limit around 1st of

month

Monthly patterns

LLOYDS
Daily data reveals significant above limit volatility GROUP
Trial customers go through regular monthly and weekly financial stress f&‘i\
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2 PCA Low Balance Text Alerts RESULTS
- LLOYDS

Daily analysis shows most impact from alert in first 24 hours GROUP
X% increase in accounts within limit from treatment R‘R\

Proportion of accounts within limit before and after first text

Control and treatment same
before first alert
[Chart

redacted]

Most impact (x%) seen in first
24 hours following alert.
Declines thereafter.

+ Control group
simulated by matching
“‘would have been
alerted” from total
control .

» Days are working days
to strip out weekend
effects
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2 PCA Low Balance Text Alerts RESULTS

The results are robust following the start of the trial
Sensitivity analysis was conducted on the “post-trial” period

LLOYDS
BANKING
GROUP

o

* Main findings used the period June — September.
« The first text message was sent on 19t May. The last was
sent on 27t August.

gl ele i Bl Tifole alelll6M «  May will be unaffected by the trial for many customers.
we use? « Unplanned fees is a key outcome we are interested in.

There is a lag between a customer going unplanned, and

incurring fees. Therefore, including September should

captures this.

May — August
May — September
June — August
June — September

Other options for the “post-trial”
period

hwnNPE

« Change in unplanned fees is fairly robust to the post-trial
period used. It remains significant for periods 2-4, with
How sensitive are results to the slight differences in magnitude. The same is true for other

choice of period? results.
« However, results are not significant in option 1 (expect for
days unplanned).
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3 PCA Annual Account Review

LLOYDS
BANKING
GROUP

o
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3 PCA Annual Account Review DESIGN

LLOYDS

Annual Account Statements designed to prompt action. SROGF
Direct Mail channel; 133,000 customers

HYPOTHESIS CHANNELS METRIC

Customers who receive a transparent = ° ISR ST FITELEE
internally/extending limits
Annual summary of key areas of Current Account = - Uplift in product queries
Summary cost and value, acton the mfor_matlon and Letter « Customers switching externally
Statements _SWltCh products./ change behaviour 106Kk ireatment: 41K control « Reduction in use of unplanned overdraft
RETAIL internally or switch out externally. « Increased overdraft limit

SAMPLE SELECTION

Overall this trial focussed on Lloyds current account customers, holding Classic or Club Lloyds products. The 3 target segments were:

1. Classic a/c customers with £1000+ balances (we tested two segments £1000 - £5000 and £5000+), credit turnover £1500, earning low
interest (<£10), not registered for rewards

2. Club Lloyds customers with £5000+ balances, credit turnover £1500, earning high interest (E60+), not registered for rewards

3. Classic or Club customers using an unplanned overdraft from 1 to 8 months during last 12 months, having an open to buy limit >=£200
over existing limit, their recommended limit had not reduced in last 3 months, not registered for rewards

Technical constraints - to achieve robust volumes for segments, need to simplify/combine criteria from original scope.

Legal constraints — Excluded added value account (AVA) products due to defining term usage re: insurance benefits. Excluded NMlI’'s
(customers with no marketing indicators) due to service message in the creative

Operational constraints — security restrictions for e-mailing data, digital inbox just being trialled & Athena Gold unavailable to resource via
inbox due to long lead times to build a campaign into this system

Data constraints — accuracy in providing specific data via Group Data Warehouse, could not re-create data used in current statements e.g.
balance, ROI

RANDOMISATION PROCESS

This is completed by a function within the ARM tool (Aprimo Relationship Manager). The criteria of the cells were built into ARM, the amount
required to become the control cell is specified and then the function within ARM automatically randomises the data selections into the
treatment and control groups.

CUSTOMER ACTIONABLIITY

Customer had to proactively go in branch, contact by telephone or visit website, no ability via DM to provide any simple link to action an
immediate account upgrade or increase planned overdraft limits.

One off communication limits reinforcement of message and potential for action.
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3 PCA Annual Account Review DESIGN

Three different customer segments approached. chour
Messages tailored to each group ’&a“

HYPOTHESIS

Customers who receive a transparent summary of key areas of Current Account cost and value aggregated for the year, act
on the information and switch products/ change behaviour internally or switch out externally.

HIGH-LEVEL TEST STRUCTURE:

CUSTOMERS
CHANNEL SELECTED COMMS DATES EST RESPONSE
=2
— 95k treated, MAY -- 1,330
40k control
LETTERS
High Level Test Segment Primary Call to Action Primary Behavioural Change

High/Med Average Credit

Earn more interest &

Balance & Low Interest upgrade to Club Lloyds

Earned — Classic accounts

Club upgrades &
Account balance movement
e Ovrrat Uiage _

2 lowiMedloverdiait Usage You could be paying less & Applications for increase or

- Club & Classic accounts ligieleien peee ol

add a planned OD limit

High Average Credit Balance If you’d like to review Does statement prompt any
account behaviour change or

external switching

& High Interest Earned anything on your PCA
— Club accounts please call....
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3 PCA Annual Account Review DESIGN
LLOYDS

BANKING

Statement designed for greater impact with call to action. &%
Current design has no calls to action

<Curstomes name
Page 1of 1 18th April 2010 <Curstomer addness )
- LIOYdS TSH Customer asdress Your Classic Account
<Customer aodress annual overview
DOO00T <CUsiomer address
et Write to us at: Uoyds TSB, PO Box 1, BX11LT ‘ ' JH |uHH Hq .l Account numbar 173456785
Call us on 0845 3 000 000 (from UK) 1 Sort oode: 12-34-56
SANPLE ConTRY Vistusonline  www loydstsb.com TrREan I
AATI ZHE Your Branch Acocks Green - Birmingham
Sort Code 11041
cesssssssss Arcount Number  S8B88388 Acoount summarny
12345678901234 2215 1/1000005 IBAN HLFXGB21FO8
BIC GB2OHLIX11000188888388 Vou pay over £1, 50000 v age
. mitoyour acount sach month
Summary of Platinum 16 Mar 2008 to 15 Apr 2010 See ifyour current account 2yt aergetaanc s oo
1 [over £5,000F batwasen £1,000-£5000].
[ Your Account Planned overdraft limit £3000.00 ] E'DU|[| DE WUFKIHE smarter You hawa camed It or o infors?
Average credit balance E£1000.93 Type of Fee Cuantity Tatal an'this abno.
:rfl;g'e debit balance £2232ﬂg Unplanned overdraf daily fee 2 £40.00
Flanned debit inerest P Unplanned overdralt morly fee T 20,00 Dear|[sautation] )
unplanned debit interest E£0.50 Dobit card foe T T30 Diehit card
e o — Wihan It comes ko corsizering whatharyou' petting the hes dasks fromyour
e e—— T s finzncial products 2nd sandces, the Chances arey o reky = down and raykew Wou arerot yet mgkterad for
WMiobile banking pack O EED travalke olyour curmant account. Evaryey Offers. Signuponine at
= 7 200 Noydsbank comyaarydayotfars
£0140 Your annual ovarvies and eam up to 19% cashback at the
The fees detalled abave have been paid during this statement perod. Toalow you to 5o F your cument acoount ks pariormming 21 s best, we've put “ypa ol plaoesyou reguiary shop
The fees paid in this swemem paiod are highlighted in the Tess Wit or
Expiined section and on the reverse ngether a perscnalad v iew opposiis, showing how yoube used your oo dabit o crodit ced
‘v e past 12 moniths. Take a mirbs bo look at bhe el s and sea Tyou
[ Your Interest Rates l [ Fees Explained ] Ba and —
Balances of AFR% Cross pa% Netpa¥% — Asnme cwmrss o . Mamen crnists of s £750 B i Yo ¥ R
Tie ) aE) i pin Owerdraft
Cveraran Amount % Per Momn KEAR o g o Doghorune Svaribl Gt 1o o s o 18 'What to considar neat
Brwe Aviourt 097 T e e o o ey g e |'¥ou Son't currently hiave 3 Flanned
R the Equivlet Arnvunl ke ctmswar b Ch ey Wk Ul e s 1 et Deverdratt imit], and over
L oy e e Fe - S o e penet = S5 B
B pbeptrrel e e e the raue E i gl o — o - 00 tha past 13 monihs you have naver
e by low - 155 Intanich, g to lloydshanic com o call 0345 300 0103,
Met s the mie of aiberwing for noome tax o the o ey ol oy e Er oy P CuAy ueid an Uinplarrod Ovardralt.
spedfed mis Sl pe e ol e oty ing e = 2 Manday fo Friday Bambo 10pm, Satueday and Sorday Bam bo Gpm
e
P T foe s S0 for Goch o s e Y
et
P ———
e e - T o o i s e ok
e — .
S i e e g e
I e T, e e f‘ﬂm Hhyce changs ta 2O Lioyds Current
ATt A Cirecir Account you coud bersalit from a
Licryeds TS foootier teoxt Uayedss TSB footer bt lnycl= TSEB foaker et Liayds [T (T ore intersd rate of up ko 4% AER
[ gt et kg g oot o Wartatiia on balances of 4,000 - £5,000,
and exdusie Beshyk boncfRs. ¥ou
Bt s o froe By owpay in £1,5002
month and pay two sepanate direct
dihits each month, otherw b there

152 £5 monthly fas.

You could akobenall from reglslarng
Tor Evanyday Ofers.
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3 PCA Annual Account Review

One variant was tested for each segment
Design can be refined in further iterations

DESIGN
LLOYDS

BANKING
GROUP

o

D ] g}

Your Current Account Round Up

Dear [Sautatkn]

Wireen I pomes b consldering whether youTa petting the est deals tromyour
Tinancial products and serdoes, the chances aneyow mrely s down 2nd rovkew

travalke ol our currant amoun.

Your annual overniew
To-alowyou 1o saa T your cument acoount s paricmming 2t s bet, we'va puot
Iogethar 2 parsonalkas precelie, showing how'y your acourt

‘over tha past 12 manths. Take a mirute bolook at bhe resuits and s you could

b getiing Mo from your mary and think over the option waa suggasied,

What this shows

Your amount batance and theintarest youre caming both ook healthy but you mukd
ais0 getup o 15% cashback 2t Hi bype of placss you repotary Shop i you regster for
Everyczy Cefars.

Iyour haves any questions aboud this ketier or want o know mone abow? amy of cur
cument acooonts go to oy dsbank com, visit vsin branch orcall 3345 30:0 0103,

g 2 opan Manday o Friday Bam bo 10pm, Saturday and Senday Bam fo &pm.

Yeurssincanay
gl T e

Greg Coughian

‘Currant Aomunts Direcior

Your Club Lioyds Acoount
annual overview

Apcant nombar 1234567859
Sort oode: 17-34-56

Account smmarny

Wou pay over £1, 500 on averEg
I foyour amount each month
e T aerags bakince has
baen ovar £5, 000, w hich has
samedyou over £60 Inbarast.

Deebit card

¥ou 2re ot yet mgktered for
Evaryday Offers Sgnup-oningat
Noydsbank comuaerydayoifars

and samup i 15% cashiback at the

e Of placas o raguiany shop
withyour debll orcrodit ced.

Dverdraft

['¥ou Sar't cLATenty have 3 Plannad
ezt it of £ ], anclover

1ha past 12 morAte o v naver
e an Linplanmad Cvermraft.

Option to consider

Aswall 253 haaithy account balince,
thaInterest yowan aaming Ehigh.
50 Clu Linyds Iswaorking wel Aoryou
PiLE s e hian you pay i Bwa
sapertadimct deblls and pay I ovar
£1.500gach month.

B, you could be petiing avon mom
Ermyour aceount Hyou s
Ewaryday Difars. Thankyou for
banking with b Loy,




3 PCA Annual Account Review

Aspects of the trial can be developed
Refinements can be made in future iterations

DESIGN
LLOYDS

BANKING
GROUP

o

o Single channel of communication (DM)

e One communication of message

e One variant tested

a Cumulative effects

1.

Unable to build an easy process into
DM for customer to upgrade/ increase
planned overdraft limit

No ability to reinforce message
through increased frequency or
multiple channels

Limited understanding of the
effectiveness of the creative
Limitations with data impacting
personalised information that can be
conveyed

The trial was a one off, over a
constrained time period.

Consider multi-channel, multi-frequency
contacts such as digital inbox

Issue supporting communication
reminders

Research alternative creative options:
format, wording, design etc.

Investigate repeated contacts over an
extended period to assess cumulative
effects.
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DESIGN

There were no complaints about the annual statement Rou

Some customers rang LBG to discuss calls to action options

= Complaints relating to the trials were very low, call responses were in line
with expectations

Trial Complaint Complaint Themes
Volumes

AAR 0

Call Volumes

Out of the 133,000 customers mailed, only 480 calls were received by
telephony teams to discuss the statement and calls to action contained therein.
Response rate of 0.36% — higher response rates may have been possible if
digital channel was used.

AAR 480
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3 PCA Annual Account Review RESULTS
S LLOYDS

=2 The PCA annual account review leads to an increase in customers BANKin

with high credit and low interest upgrading to Club Lloyds ’R‘“‘
Hypothesis We have looked at trends for:
Prompting customers to »  Customers switching products » Average balances when in credit and
review their bank account will internally when in OD
R ol *  Customers extending limits * Average unplanned OD

* Increased switching of Customers switching externally Number and value of credit and debit
products internally . Increase in product queries transactions

* Increased switching out
externally

* Changes to other »  Probability of opening a new account
behaviour

*  Number of days in OD

«  Probability of changing planned limit

1. Thetrial had a mixed impact. Treatments affected low interest segments,
but not unplanned OD users.

2. Twice as many high balance customers with low interest were prompted to
internally switch by explicit call to action.

3. Customers with CTO>£1,500 most likely to respond to treatment.
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3 PCA Annual Account Review

RESULTS

The trial had a mixed impact. Treatments affected low interest
segments, but not unplanned OD users.

LLOYDS
BANKING
GROUP

Large increase in customers with high balances

and low interest upgrading to Club Lloyds...

...captured more generally with this metric
for any change in product/tariff

% of customers

% of customers
upgrading to Club

% of customers
changing product

% of customers
opening a new

% of customers
changing planned

Monthly unplanned

externally switching Lloyds or tariff account limit fees (£)
Sub-segment T E | T E | T E | T E | T E | T E |
AAR10: Very high balance, low interest 203 100 {103% [ 192 | 100 | 92%
AAR11: High balance, low interest 166 100 | 66% | 147 | 100 | 47%
AAR12: High balance, high interest
AAR13: Unplanned OD usage inlast 12m
Monthly
Days in unplanned OD Monthly credit Monthly debit unplanned Monthly credit Monthly debit
per month balance (£) balance (£) balance (£) transactions (£) transactions (£)

Sub-segment T E | T E | T E | T E | T E | T E |

AAR10: Very high balance, low interest

AAR11: High balance, low interest

AAR12: High balance, high interest

AAR13: Unplanned OD usage inlast 12m

The

not
have been

prompt was
customers that

effective

for

in their

unplanned overdraft in the last 12 months

Statistically significant impact ; result in line with hypothesis

Statistically significant impacts; result not in line with hypothesis

Impact not statistically significant

What we got with treatment

E What we would expect to get without treatment

| The % impact of treatment

+  Well targeted annual account reviews with clear calls to action

can influence customer behaviour

+ FCAalso found no impact on fees, balances or external

switching

Note: Results have been indexed for redacted version; “E” is base.

Key learnings
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3 PCA Annual Account Review RESULTS
— LLOYDS

Twice as many high balance customers with low interest were prompted eROUR C
to internally switch by explicit call to action. :&&\

AAR10: Very high balance, low interest AAR11: High balance, low interest

Percentage of customers upgrading
to Club Lloyds

Percentage of customers upgrading
to Club Lloyds

[T

Treatment post-trial Control post-trial Treatment post-trial Control post-trial

Number of IS OINEES Number of customers

upgrading increases by 1.5
times

upgrading doubles due to the
trial

K Not significant for: \

« AARI12: High balance, high interest; and
* AAR13: Unplanned overdraft usage in last
12 months

* To be expected as this was not a call to action for

\ these customers j




3 PCA Annual Account Review RESULTS

Similarly, there is a significant impact on internal switching to other current E‘é%ﬁfw
accounts for customers with high balance and low interest R&\

AAR10: Very high balance, low interest AAR11: High balance, low interest
1
1

Percentage of customers changing
product / tariff
—
Percentage of customers changing
product / tariff

Treatment Treatment Control pre-  Control Treatment Treatmgm Conrrpl pre- Contrpl
pre-trial post-trial trial post-trial impact pre-trial  post-trial trial post-trial

— 95% Confidence Interval — 95% Confidence Interval

The % upgrading

. :
The % upgrading increases by almost

half

almost doubles

[- Not significant for: \

* AARI12: High balance, high interest; and
* AAR13: Unplanned overdraft usage in last
12 months
» Again, no call to action relating to product
\ switching for these customers j
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3 PCA Annual Account Review

RESULTS
LLOYDS

Trials should be targeted at customers who could benefit the most eROUR C
Although there was not much variation within the sub-set of targeted customers

*  Customers with the highest 20%
of balances within each trial cell
pre-trial are slightly more likely
than customers in the bottom
80% to change product following
the trial

* However, the customers were
already well targeted for the trial,
and all had relatively high
balances

Significant impacts

Non-significant impacts

I The % impact of
treatment

Impact on probability of
changing product/tariff (%)

Impact on probability of
changing product/tariff (%)

Very high balance, low interest

Bottom 80% of balances = Whole sample ®mTop 20% of balances
96% 92% 74%

High balance, low interest

Bottom 80% of balances = Whole sample ®Top 20% of balances

I: 48% 47% 40%

o
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3 PCA Annual Account Review

RESULTS
LLOYDS

Customers with CTO>£1,500 most likely to respond to treatment. eROUR C

o

Customers with CTO>£1,500 per
month pre-trial are much more likely
than customers with CTO <£1,500 to
respond to the trial, for which there
was no significant impact.

Significant impacts

Non-significant impacts

I The % impact of
treatment

Impact on probability of
changing product/tariff (%)

Impact on probability of
changing product/tariff (%)

Very high balance, low interest

CTO<£1,500 wWhole sample mCTO>£1500
200% 92% 81%

High balance, low interest

CTO<£1,500 =Whole sample mCTO>£1500
I: 0% 47% 49%
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3 PCA Annual Account Review RESULTS

[RRATETE

o
=w>|

|

|

=

No significant and material impacts have been found for other
metrics

LLOYDS
BANKING
GROUP

4 N

» No significant impacts found at aggregate level or sub-segment for:

* % of customers externally switching

% of customers opening a new account
% of customers changing planned limit
Monthly unplanned fees (£)

Days in unplanned OD per month
Monthly credit balance (£)

Monthly debit balance (£)

\ /
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3 PCA Annual Account Review RESULTS

The results are robust to the time period used
Sensitivity analysis was done on the “post-trial” period

LLOYDS
BANKING
GROUP

o

Wil eS| o lTifolo KTalelll[6M « Main findings used the period June — August.
we use? « The communications were sent out on 22"d May.

May — August
May — September
June — August
June — September

Other options for the “post-trial”
period

rOnNE

* The results are robust across almost all outcome variables
to the post-trial period used.
* There are small variations in magnitude.

How sensitive are results to the

choice of period?
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4 PCA Complaints Letter

LLOYDS
BANKING
GROUP

o
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DESIGN

4 PCA Complaint Letter Insert
LLOYDS

BANKING

Dissatisfied customers received a switching prompt insert. &&
Direct Mail channel; 10,000 customers

HYPOTHESIS CHANNELS METRIC
An insert outlining simplicity of switching F%
Complaint ™73.|  May cause some PCA customers to act on = * Increase in switch out rates
letter the information by contacting the 3rd party Letter + Calls to money advice service
Insert advice services detailed in the insert and/or 10K customers
RETAIL switching to another provider

SAMPLE SELECTION

Sample restricted to customers whose complaints were escalated or received directly by Customer Services. Insert was
enclosed in complaint Send Letters and Final Response Letters issued by Customer Services to current account holders
excluding complaints pertaining to bereavement or power of attorney, Collections and Recoveries, and alleged packaged

account mis-sales.

RANDOMISATION PROCESS
Highly manual sample selection process: customers selected manually by Customer Service agents for inclusion in trial and

those included were identified by a ‘marker’ manually added by Customer Service agents. Only 50% of Customer Services
colleagues were asked to support the process thereby creating the ‘treatment group’.

CUSTOMER ACTIONABLIITY
No simple “one click” solution currently available to act on call to action. Options were for customers to phone the telephone
number provided for the Money Advice Service to seek advice or visit the Simpler World website for information on the current

account switching service.
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4 PCA Complaint Letter Insert

DESIGN
LLOYDS

Dissatisfied customers received a switching prompt insert. &
Trial conducted over 2-3 month period

HYPOTHESIS:
An insert outlining the simplicity of switching accounts sent out with banking complaint letter responses may cause some PCA

customers to act on the information by contacting the 39 party advice service detailed in the insert or switching to another

provider

HIGH-LEVEL TEST STRUCTURE:

CHANNEL CUSTOMERS

5K treated,
5k control

LETTER

COMMS DATES

APR MAY - 50-100

(~1,500 p/w)

EST RESPONSE

High Level Test Segment

PCA Banking Complainant
who is sent a response by
Customer Services

Primary Call to Action

Contact 3" Party for more
information / independent
advice

Option to move account to
another provider

Primary Behavioural Change

Call MAS or visit CASS
website

Switch Out
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4 PCA Complaint Letter Insert

One variant of insert used

DESIGN

LLOYDS
BANKING
GROUP

The Money
Advice Service

The Money Advice Service offers
free and impartial advice on
everything from everyday banking
to budgeting and borrowing.

‘The Money Advice Service

can give you:

= Guidanos on choosing and running a current
000N, OF SWItGTing Danks

= Ussful aavios on dsot. bensfits, mortgagss,
retiremant insurance snd mars.

= Tocks, caloulators and budget planners o help.

you ksep track and plsn ahsad To find out more about the
- Money Advice Service
Findoutmare call 0300 500 5000 or visit

Call 0300 500 5000
Lines are open Mondsy to Friday 8am to Bpm.
Ssturday am to 1pm.
Wisit wwwmoneyadviceserviceorguk i ’
A Or for more mfonna_hon on t_he
or 8 faos-to-facs mesting Current Account Switch Service

[olo e semieson T visit www.simplerworld.co.uk

www.moneyadviceservice.org.uk

We can all use a little help and

advice at fimes, especially when Switch Service
it comes to money. Did you
know that you can get free,
independent help and information ;:?l&lg::v‘itr;::;nlees
about evel banking?

ryday g that switching from one
The Money Advice Service (set ?ank c:l;‘bul.ldln.g su:u:lely
up by the Government) and the - _‘Z:D :rr:s s':“pf e,
Current Account Switch Service ﬂ“' . a: e ':ef'_
(provided by Bacs) are two ere’s how it can help:
independent services to give you
support should you need it

Find out more

The Current Account

Visit www.simplerworld.co.uk to see if your bank or
building society affers the service and read the full guarantee.

Free and impartial, everyday

BANKING

INFORMATION

The Money Advice Service and
Current Account Switch Service

B

36 UK banks and building societies offer
the Current Account Switch Service.

You can choose a switch date to sult you
&5 long as it sn't a Saturday, Sunday

or Bank Holiday. You'll need to allow a
minimum of seven working days for the
switch to take place.

The Current Account Switch Service will
take care of moving all your payments
gaing out (for example, your Direct Debits.
and standing orders) and those coming in
{for example, your salary).

Any payments accidentally made to your
old account will be redirected to your
new account for 36 months, 5o there's no.
need to worry about missing payments.
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4 PCA Complaint Letter Insert

Aspects of the trial can be developed
Refinements can be made in future iterations

DESIGN
LLOYDS

BANKING
GROUP

o

Restricted timeframe available to
conduct trial

@ Manual solution

@ Single variant

Small data sample achievable during
timeframe.

Limited time to observe changes in
customer behaviour

High risk of human error at various points
in the process

Potential that customers not issued with
complaint letter insert

Potential that some customers calls to
Money Advice Service as a result of the
insert were not logged against the trial

Only one insert variant trialled

1.

Track customer behaviours for
approximately 6months after
communication sent

Execute trial for longer time to achieve a
sample size that is larger than 10,000
customers

Utilise an automated way of selecting
customers for sample

Less manual way of tracking treatment
groups contact with third party

Consider different variants with different
calls to action

Consider multi-contact, multi-channel
treatments
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4 PCA Complaint Letter Insert DESIGN

No complaints on trial were received. el
Logged call volumes to Money Advice Service were low R“‘

Trial Complaint Complaint Themes
Volumes

Complaint Letter 0
Insert

Call Volumes

Complaint Letter

5 Of the ¢.10,000 customers in the trial, only 4 calls were received by MAS in
Insert

which customers referenced this mailing.
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4 PCA Complaint Letter Insert RESULTS
LLOYDS

E;E The PCA complaint letter insert provides no conclusive findings 2k

Hypothesis We have looked at trends for:

Trial will lead to: + Calls to Money Advice Service * Average balances (when in credit and OD)
. Increase in switch out rates * Average unplanned OD
* Increased contact with
the 3rd party advice + Decrease in account activity *  Number and value of credit transactions
service *  Number and value of debit transactions
* Increased external
switching +  Probability of opening a new account

1. Although directional impacts were positive, no statistically significant
impact on switching rates.

2. Sub segment analysis by complaint type also revealed no significant
impacts
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4 PCA Complaint Letter Insert

Although directional impacts were positive, no
statistically significant impact on switching rates.

RESULTS

LLOYDS
BANKING
GROUP

o

% of customers Monthly
% of customers opening a new Monthly credit Monthly debit unplanned Monthly credit Monthly debit
externally switching account balance (£) balance (£) balance (£) transactions (£) transactions (£)
Trial T E I T E I T E I T E I T E I T E I T E I
Complaint Letter Insert 94 100 -6% 101 100 1% 89 100 | -11% | 99 | 100 | -1% | 82 100 |-18% | 105 100 5% 104 100 4%

Treatment shows no statistically
significant effects.

Statistically significant impact ; result in line with hypothesis

Statistically significant impacts; results not in line with hypothesis

Impact not statistically significant

T What we got with treatment

E What we would expect to get without treatment

| The % impact of treatment

Note: Results have been indexed for redacted version; “E” is base.

...and no significant impacts were discovered

when looking at different complaint types (sub
segments).
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4 PCA Complaint Letter Insert RESULTS

== The trial had no significant impact, regardless of timing
Sensitivity analysis was conducted on the “post-trial” period

LLOYDS
BANKING
GROUP

o

« Main findings used the period June — September
WLIeaReele i (IOl e K elN|6M < Communications were sent out steadily between 8 June
we use? and 27t August.
* The period chosen provided the most amount of data given
the small volumes.

June — August
June — September
July — August

July — September

Other options for the “post-trial”
period

A

S OESEHRSIIVEIETERCEERCRORGEN < The trial showed no significant results across any metric.
choice of period? » This holds across all post-trial period options
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5 PCA Overdraft Eligibility Checker
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5 PCA Overdraft Eligibility Checker DESIGN
LLOYDS

Account applicants can use OD eligibility checker BROGF
Digital channels; ~200,000 customers R“‘

HYPOTHESIS CHANNELS METRIC
A simple pre-application overdraft eligibility tool.
Overdraft Spme customers _who would not normally apply = - Reduced failed application rates
Eligibility will have the confidence to do so. Also those desktop mobile tablet « Imoroved filterina of applications
heck customers likely to fail can take alternative - P 9 PP
checker c115k Lloyds; c80k Halifax

action and protect their credit history. v somi S

RETAIL

SAMPLE SELECTION

*Tool was targeted towards users who are considering switching to Lloyds Bank and Halifax from their existing providers as well as customers
who are considering applying for personal current accounts with these brands.

*Placed on the following Halifax pages : Reward PCA, Current Account, Easycash and Overdrafts

*Placed on the following Lloyds pages : Club, Classic, Cash and Overdraft

*An A/B test was conducted whereby half of visitors to the public site could see the tool and the other half could not.

Consideration should be given to whether the checker should also sit on the switching and PCA comparison pages of both brands

RANDOMISATION PROCESS

A/B test - the tool was available to use for half of all visitors on the Lloyds Bank and Halifax personal current account pages on the public sites.

CUSTOMER ACTIONABLIITY

There were two steps to complete before customers could receive results:
1. Fillin a form with some personal details; and

2. Open email sent with verification code and enter this into the checker

Entering a correct verification code would take the customer to the results page of the Overdraft Eligibility Checker. Where the customer is
probably eligible for a full facility PCA a link to the relevant PCA web page is provided if not the customer sees links for a basic PCA.
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5 PCA Overdraft Eligibility Checker

One design of tool was used.
Email verification was needed.

DESIGN
LLOYDS

BANKING
GROUP

o

Eligibility Checker

Use the Halifax Eligibility Checker to find
out how likely you are to be accepted
for a current account and overdraft with
us. Using this Eligibility Checker will not
affect your credit profile.

It should take about 2 minutes to
complete.

Check my eligibility

CURRENT ACCOUNT AND

OVERDRAFT
ELIGIBILITY CHECKER.

+ We'll use your personal details to provide you with a
likelihood of approval for a Halifax current account and
overdraft

« We'll do so by using the information you give us, along with
a soft search on credit reference agencies (CRA)

# A soft search on CRAs is only visible to you, not to lenders
It will not affect your credit score for future credit
applications,

Please complete the following details. Mandatory fields are
marked *,

Do you have a current account with Halifax? *
[Please select

First Name *

Last Name *

Date of Birth *

CURRENT ACCOUNT AND OVERDRAFT
ELIGIBILITY CHECKER.

Your current account and overdraft options

Pezse see belor yur chancs of approval fora Halifas cument acount and ovendatt, This i based om the nfomation you e provided and uhat we
b bt your et soore

Pezse be aware thatthis is nly an et guide, the deccion we make il be based on a more dealed assesement of your personalcivumatances
When ol Y.

Current Account Options Overdraft Options

The dislindizates yourlkelised of being asoeptad forthe pacitied
ouerdaft amourt

Chance of approval 50

Reward Gurrent Account

v

Mare sbaut Reward Current Account

Utimate Reward Current Account

More about Utimate Revard Currert Ascount

v

Chance of approval

Current Account

v

Chance of approval

Mare sbaut Current Aocourt
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5 PCA Overdraft Eligibility Checker

Aspects of the trial can be developed
Refinements can be made in future iterations

DESIGN

LLOYDS
BANKING
GROUP

o

0 Email verification was source of friction

Tool was not optimized for mobile
users

@ One design variant tested

@Cumulative effects

Lloyds % dropping off at email verification:

3% (this is 5% of those who do not
complete the checker)

Halifax % dropping off at email verification:

7% (this is 11% of those who do not
complete the checker)

Tool took up more screen space when
viewed on mobiles resulting in users
needing to scroll to view the full page.
Scrolling of page may have demotivated
some users from proceeding until results
were obtained.

Checker was only used by 8% of Lloyds
customers and 22% of Halifax customers
to whom it was visible. These volumes
could be higher with a more effective
design variant.

The trial was a one off, over a constrained
time period.

Consider using SMS for verifying contact

details or look at other back office processes

to identify if there is another route (as with the

cards checker)

Optimise tool for mobile and tablet usage

Test different design variants and compare
effectiveness.

Investigate repeated contacts over an

extended period to assess cumulative effects.
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5 PCA Overdraft Eligibility Checker

No complaints received about trial.

DESIGN
LLOYDS

BANKING
GROUP

o

Trial Complaint Complaint Themes
Volumes

Complaint Letter
Insert

0

No complaints received about the tool
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5 PCA Overdraft Eligibility Checker RESULTS
LLOYDS

This version of OD eligibility checker did not increase account GROUP

Hypothesis We have looked at trends for:

Trial will lead to: * Increased switching in relative to *  Switching in

MBS BB el R EEN Switching by channel (desktop, mobile,

* Increased switching to tablet)

Lloyds and Halifax

* Improved site funnel
efficiency (visit page to
sale)

1. Halifax customers seeing the OD checker (ODC) were less likely to open account than the control group with or without an overdraft
(5.2% with ODC, 5.5% in control without ODC).

Fewer ODC page visitors start application process (22% with ODC v 26% control without ODC).

&

Of those who started an application, more users opened an account where ODC was available (23% with ODC v 21% control without
ODC).

Overall, the fewer starters effect dominates the improvement in completion from ODC viewers.
Only ~8% of Halifax page visitors completed checker (22% started).

Mobile least effective channel in terms of switching rate (<2%, v ~7% other channels).

N oo g &

No significant results for Lloyds customers.

T T T

Halifax 32% less switches/visit 10% less switches/visit Not significant
than control than control
Lloyds Not significant Not significant Not significant

opening R"\\
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5 PCA Overdraft Eligibility Checker

e account than the control group with or without an overdratft.

RESULTS

Halifax customers seeing the OD checker were less likely to open

BANKING

o

Note: Results have been indexed for redacted version; “Control;
visit page” is base at 1,000.

Visit to switch funnel, all channels Visit to switch funnel, all channels
# of customers by journey % conversions
1,000 1,004
26%
o 23%
22% 21%
2
o 8
o
257 293
l > 52 15 14
[ .
visit apply switch apply/visit open/apply

Less people open account and take
OD, seeing the ODC (5.2% v 5.5

Two effects from ODC:

1. Less visitors to ODC page start application
2. More ODC users actually open
First effect dominates second.

22% of ODC page visits started checker. 8%
finished
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5 PCA Overdraft Eligibility Checker RESULTS
LLOYDS

BANKING

Mobile least effective channel in terms of switching rate. GROUP

o

Note: Results have been indexed for redacted version; “Number of
visitors” is base at 100.

Percentage of page visitors that open an Percentage of ODC visitors that open an
account, by channel account, by channel

77%  T.7% 7.6% 100**

0,

mobile 36%

9%

desktop* mobile tablet

desktop

Mobile rates lower for ODC and control. ODC
mobile users less likely to open account than
control

visit switch

*not significant result
** slight difference in numbers to previous slide due to device not being identified
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DESIGN

LLOYDS

BANKING

6 RBB/SME Low Balance Text Alerts
GROUP

The trial alerts customers to near and over OD limit.
SMS channel; 25,000 customers

o

HYPOTHESIS CHANNELS METRIC
=1 + Reduction in average days in excess
a — o
Customers who receive enhanced Lz/‘ * Reduction volume of excess
qurmaﬂon on their overdraft usage (near Letter at launch ~ SMS occurrences
limit alerts) incur less excess fees / spend : : * Reduction in value of excess fees
less time in an excess position 25K business customers in SMS « Increased overdraft limits
trial (RBB:SME split = 20K:5K) .
» Uptake of new credit lines

SAMPLE SELECTION
Random sample of 50,000 customers taken from a population of customers who have incurred at least 1 excess in any of the last 3 months

(subsequently split into 25,000 test group and an equivalent control)
Split of sample was 20,000 RBB customers and 5,000 SME customers. [ ]

Technical constraints: [ ]
Legallrisk constraints: could not include customers with non marketing indicator or customers in financial difficulty (see data brief for full list

of exclusions). [ ]
Data constraints: [ ]

RANDOMISATION PROCESS

Database platform allows random sampling from a given population
Random sample of 50,000 customers taken from a population of customers who have incurred at least 1 excess in any of the last 3 months

(subsequently split into 25,000 test group and an equivalent control)
Before sample could be taken, a series of other standard exclusions had to be applied such as customers with no marketing indicators,

customers with free banking, and Clubs Charities and Societies.

CUSTOMER ACTIONABLIITY
1. Customer must top up funds from another account manually to avoid fees — may be difficult if in meetings/unable to access banking.

2. Customer must contact LBG to request overdraft extension.
3. Operational constraints: [ ]
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6 RBB/SME Low Balance Text Alerts

Four month trial alerting RBB and SME segments.

Customers with excess in last 3 months targeted

DESIGN

LLOYDS
BANKING
GROUP

o

HIGH-LEVEL TEST STRUCTURE:

CUSTOMERS
CHANNEL TREATED COMMS DATES EST RESPONSE
25k 27 MAY JUN JUL

APR N/A

Mailing to advise of opt in

(same control)

25k 18
JUN  JUL  AUG
(same control) MAY N/A

Alerts ongoing throughout the trial
when customers near/ over limit

25k MAY JUN JUL 14 N/A

AUG
(same control)

SMS sent to customer at end of the trial

Having applied selection
criteria, there are 2 test
segments

Call to Action

Customer credits account to

avoid unplanned fees
RBB Customers

(up to £1m t/o) Customer reduces spending

to avoid unplanned fees

SME Customers

(E1m - £6.5m t/0) Customer adds

new/increases existing
overdraft limit

SELECTION CRITERIA

Customer must have incurred at least 1
excess within any of the last 3 months, but
not have been in an excess position for all

of the latest month

Behavioural Change

Reduction in accounts going
into excess

Reduction in days in excess
and fees incurred

No improvement for those
opting out of service
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6 RBB/SME Low Balance Text Alerts DESIGN
LLOYDS

Customers were told of auto enrolment BANKING

— — Things you need to know
What will the text message tell me? illetyou know countis near to or overts avail i jizble toyou.
This miessagewil ot take into account any undeared funds on your sccount.
e your review any pending s ider paying
ate] 2015 alert inor i your account.
LLOYDS BANK e B
open betwesn Bam and pm, Monday to Friday, sxcuding UK public holidzys.» [SME] <your Relationship
Manager 264 10 discussyour options. pen between 9am and Sprm, Monday to
Friday, excluding UK public holidays.» Ify i then we may ask foradditional
information to support your appication. i that may
when you call, by reviewi
[Legal Name] How oftanwill | receive the trial Vouwillreceive a maimur of one trialtext alert per day — thiswill be eithera text if <you po naaryour
[The Comparty/Legal Entity] text alerts? available overdraft i, or & daily text. each day of the tial i <your balance remains over your available
overdratt imit.>
[Address 1]
IAddress 7] <Youwill continue to receive one daily or weekly balance alert text as usual>
[Address 3] Account number; <0567 8> willl pay any _ n Your may charge and
[Acdress4] Sort code: <1234-56> costs o this trial? youmey bec C LD
[Post Codel Mobile number: <3000 Canlopt out at any time? Yes, you can thetrial at any time using the ":and by texting ‘OUTA"
1082332 Your network provider will charge you their standard network rate for this text. You canalso opt
outhy callng us on 0345 030 6264,
This may take up to 24 hours. Text alents cannot be paused and restarted during the trisl.
<Opting outwillnot affect any of your usual balance text alerts.»
Ip gisterfor our your mabile or onlineat
manage my orbyvisiingus
) once the trial ends? inbranch. i o
Textalertsto h U manage your business account Can ! Feediack on the wal? P— PR——— - -
poor and 10 being axcallent. You can feedback at anytime by texting FEEDA to E2332,your rating out of 10
and any comments.
[Dear salutation]
Wg are malling_a new service for our ms!nrnel_sln h_elp marn_rnanagp their business accounts. As. p_art of this iniliawe,_m would \ikg ANY PROPERTY GIVEN AS SECURITY, WHICH MAY INCLUDE YOUR HOME, MAY BE REPOSSESSED
toincludeyou in a three month trial. D_unng this period, we \\_ul sendyuu_mt alerts to lat you know rfyu_.lr account ending <X <is IF ¥OU DO NOT KEEP UP REPAYMENTS ON YOUR MORTGAGE OR OTHER DEBTS SECURED ON IT.
about to go overdrawn.> Text alertswill be sent to your mobile before midday, between Monday and Friday.
What will happen next ’
u [fyou're happy to be part of this trial and your mobile number above is correct, youwill automatically be included. The trial period is Qur service promise
@ 18 May 2015 to 14 August 2015.Wewill send you a text to confirm the trial is about to begin and a text when it ends. @ Ifyou experience a problem, we will aiways try to resolvait as quickly as possible. Please bring it to the attention of any member of staff;
u [fyou donot want to be part of this trial, please letus know by texting ‘OLUTA' to 82332 usingyour mohile number above and we will Qurcomplaints proc published at ontactus

Temaove you.

= |f you're comfortable with being included inthe trial, but the mobile number above is not comect, please do let us know. Call us free
o 0345 030 6264 and we will update your records and remove you from the trial. We are not able to send these trial textstoa
different mobile phone.

These text alerts are to help youmanage your account. Youwill only receive these text alerts during the week, before midday, soyou
should continue to monitor your account in the usual way. <B4 Uvariable sentences

Take the time to read the impartant information about the trial on the back of this letter. If you have any questions about these alerts,

please callus on 0345 030 6264. Linas ar2 open betwean Bam and Gpm, Monday to Friday, excluding UK public hoficays. Please contact us if you would like this information in an alternative format such as Braille,

Yours sinceraly large print or audio.

 F—

If youhave 2 hearing or speech impairmentyou can use Text Relay (previousty Typetalk) or ifyou would preferto use a Textphone, please feel
e to callus on 0345 601 6309 (lines open Tam-8pm, Monday—Friday and Sam-Zpm Saturday).

rusarva tharight toand the iral at ary tima by g

<Elaine Hartlay> o ey x| n = . London ECZV 7N E Walos
<Head of Business Banking Products» " Py i ok opiasetihaCodetan becbtaod rom
il S : s C¥recycle
: )
gty 3 [
i e e
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6 RBB/SME Low Balance Text Alerts DESIGN

SMS channel used to alert customers near or over limit
Multi-channel support could be used in future iterations

Messages

Your account XXXX is
near its limit. As of
09:30 you have £20
available, please
make sure you have
enough funds to pay
for any upcoming
transactions or
contact a Business
Manager to discuss.
Please text OUTB to
82332 to opt out

Text Message




6 RBB/SME Low Balance Text Alerts

Aspects of the trial can be developed
Refinements can be made in future iterations

DESIGN

LLOYDS
BANKING
GROUP

o

0 Manual data driven solution

(2

(3

4

Fixed parameters

Ease of action

Cumulative effects

1.

(]

Customers receive near limit alerts when
they are within £200 of their limit/2% if limit
is >£10k — some customers would prefer
different trigger values.

Frequency of over limit alerts — some
customers may not want daily reminders.

[]

The trial was a one off, over a constrained
time period.

1.

(]

(]

(]

Investigate repeated contacts over an
extended period to assess cumulative
effects.
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6 RBB/SME Low Balance Text Alerts DESIGN
LLOYDS

Complaints were low, call responses as expected i
Customer feedback included requests for service to continue ’&a’\\

Complaint Complaint Themes

Volumes

Very low % of SMS complaints (0.1%). Top 3 SMS complaint themes:

SMS Alerts 21 1. Received alerts but no introductory letter (‘gone aways’)

2. []

3. Colleague support on opt out process

Call Volumes

1.6% call response rates to the alerts and the introductory letter. Majority of queries were relating
to incorrect numbers/opt outs.

Feedback Scores Verbatim Feedback Themes

78 customers provided ) Majority of verbatim feedback very positive — most customers who provided verbatim also asked
feedback scores post trial: for the service to continue.

SMS Alerts 400

0O 90% rated service 8/10 or Constructive feedback also suggested some enhancements:
better with 75% giving a

SMS Alerts 10/10 rating

: 1) Alerts to be made available on weekends
O 3% rated service between

5-7/10 2) Service to allow selection of parameters for near limit alerts

O 4% rated service between
0-1/10

Opt-Out Volume | _Opt-out %

RBB customers: 3.95% .
1064 SME customers: 5.50% Opt out volumes were higher from SME customers on both brands tested (LIoyds and BoS).
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6 RBB/SME Low Balance Text Alerts RESULTS

LLOYDS

The RBB/SME SMS trial reduced time in excess GROUP

Hypothesis We have looked at trends for:

Trial will lead to: * Reduction in average days in * Average excess, maximum excess
excess :
. + Days in excess and number of
* Reduced time in excess o
position * Reduction in volume of excess excess occurrences
occurrences . :
* Reduced excess fees *  Value of unauthorised borrowing
* Reduction in excess fees fees
+ Total OD fees
»  Applications for new, increased and
decreased OD limits
1. Text alerts did help RBB customers spend less time in excess (~-10% excess occurrences v control),

v LIS G

reduced the number of excess occurrences per month and increased the number of RBB customers
applying to reduce their limit.

For SME customers the number of excess occurrences per month was also reduced. In addition, the
treatment increased the % of customers opening a new product.

However, no significant impact on fees or balances.

Top 20% of excess fees have a lower monthly maximum excess balance.
As with PCA, heavier excess users tended to opt out of the trial.

Positive customer feedback on trial.

o
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6 RBB/SME Low Balance Text Alerts RESULTS

> LLOYDS
| RBB customers spent less time in excess, had lower excess GROUP
& occurrences and more applied to reduce their limit. ’R‘ ‘

For SME, excess occurrences was reduced and more opened a new product.

No significant impact on fees

Monthly Montly maximum
Monthly total overdraft unauthorised Monthly average | excess balance Days in excess
fees (£) borrowing fee (£) | excess balance (£) £) per month
Sub-segment T E | T E I T E | T E | T E I
RBB 96 | 100 | -4%
SME
% of customers | % of customers | % of customers
Number of excess % of customers applying for applying for opening a new
occurances per month | applying for new OD increased OD decreased OD account
Sub-segment T E | T E I T E | T E | T E I
RBB 89 100 -11% 1002 | 100 |902%
SME 90 100 -10% 156 | 100 | 56%

Text alerts helped customers

_ : Some evidence of SME customers
spend less time in excess,
however

opening other accounts as a result
of the text alerts.

RINMEIRES S

Statistically significantimpact ; resultin fine with hypothesis *  Some evidence that text alerts allow customers to manage their
Statistically significant impacts; results not in line with hypothesis f|nance d|ﬁerent|y (more CUStomel‘S deCl‘eaSIng the|r OD ||m|t
Impact not statistically significant and less days spent in excess)

T Whatwe got with treatment

E  whatwe would expect to get without treatment * May suggest better targeting of opt-out text alerts is required

| The % impact of treatment




6 RBB/SME Low Balance Text Alerts RESULTS
LLOYDS

There was no significant impact on fees or balances. BANKING

GROUP

& This suggests text alerts need to be well targeted ’&a“

RBB overdraft fees RBB unauthorised borrowing fee

1 1
I g Not significant
1

Fee £

Not significant

Total overdraft fees incurred per
month, £
Monthly Unauthorised Borrowing

Treatment Treatment Control  Control Estimated
Treatment Treatment Control  Control Estimated pre-trial  post-trial pre-trial  post-trial impact
pre-trial  post-trial pre-trial  post-trial impact — 95% Confidence Interval

' 95% Cconfidence Interval

SME overdraft fees SME unauthorised borrowing fee

- I .
©
2 I 2 1 i
E : S : —
g — 5 —
£a o —
el —
< 5
5 Not significant 5o Not significant
L= = ()
< £ S
5 — :
g — c
3 . 2
] = -
5 * 2 +
Treatment Treatment Control  Control Estimated =
reatmen reatmen ontrol ontrol stimate .
! N - : - Treatment Treatment Control  Control Estimated
pre-trial  post-trial pre-trial - post-trial impact pre-trial  post-trial pre-trial  post-trial impact

95% Confid Int |
— % Confidence Interval ' 95% Confidence Interval
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6 RBB/SME Low Balance Text Alerts RESULTS

o s

Text alerts did help customers spend less time in excess

LLOYDS
BANKING
GROUP

o

RBB days in excess RBB number of excess occurrences

7] H*
(%] -
] 0
o 4]
< o
1] c
£ g
n : 3
2 4% reduction 3
[a] (e}
> 0
Z 2
S =
s 1]

>

s

c

o

=

Treatment Treatment Control  Control Estimated Treatment Treatment Control  Control Estimated
pre-trial  post-trial pre-trial  post-trial impact pre-trial  post-trial pre-trial  post-trial impact
' 95% Confidence Interval ' 95% Confidence Interval

SME days in excess SME number of excess occurrences

Monthly Days in Excess

11% reduction

Not significant

Monthly Excess Occurrences, #

Treatment Treatment Control  Control Estimated
pre-trial  post-trial pre-trial  post-trial impact

' 95% Confidence Interval

Treatment Treatment Control  Control Estimated
pre-trial  post-trial pre-trial  post-trial impact

' 95% Confidence Interval

10% reduction
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6 RBB/SME Low Balance Text Alerts RESULTS

= . LLOYDS
Top 20% of excess fees have a lower monthly maximum excess balance. Bankine

RBB: Value of excess fees

* RBB customers in the bottom
80% of fees before the trial incur
higher excess fees due to text
alerts, an increase of [20-80]p
per month, or 4%, which is
counterintuitive.

Impact (£)

Bottom 80% of fees Whole sample = Top 20% of fees

I: 4% 2% 0%

* RBB customers in top 20% of
fees before the trial, do go less RBB: Monthly Maximum Excess £
deeply into excess due to text
alerts however. A reduction of
around a third.

Q@
S
®
Qo
E
Bottom 80% of fees Whole sample  ®Top 20% of fees
Significant impacts I: 20% -13% -29%

Non-significant impacts

— i

The % impact of
treatment




6 RBB/SME Low Balance Text Alerts RESULTS

M No significant and material impacts have been found for other
J metrics

LLOYDS
BANKING
GROUP

o

4 N

* No significant impacts found at aggregate level or sub-segment for:

* Monthly total overdraft fees (£)

« Monthly average excess balance (£)

« Monthly maximum excess balance (£)

* % of customers applying for new OD

» % of customers applying for increased OD
* 9% of customers opening a hew account

\ /
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6 RBB/SME Low Balance Text Alerts

As with PCA, heavier excess users tended to opt out of the trial. CROUP

o

RESULTS
LLOYDS

2% of customers in the treatment group chose to opt-opt of SMS alerts

i

Opt-outs had heavier excess usage before the trial compared

to those that did not opt-out

19.2%

20.3%

i

18.4%

68.8%

43.7%

\/_

19.2%

® Monthly average
credit balance, £

Monthly average
debit balance, £

Monthly average
excess, £

= Monthly unauthorised
borrowing fee, £

m Total value of OD
fees

= Monthly days
in excess (#)

0,
3% Monthly

excess
occurrences

#)
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6 RBB/SME Low Balance Text Alerts

RESULTS

Relatively fewer customers received text alerts for RBB/SME than for PCA
§ Text alerts are likely to be most effective when targeted

LLOYDS
BANKING
GROUP

o

24,749 customers were in the treatment group for the text alert trial.

16% received at
least one Near
Limit Alert

N\

Of those, the
average number of
texts received over
the trial period was

approximately 3

30,000
25,000
0
o 20,000 —— ——— E—
€
8
[%2]
]
2 15,000 —— ——— E—
o
o
Q
S
=]

Near limit text Over limit text

42% received at least
one Over Limit Alert

Of those, the average
number of texts
received over the trial
period was
approximately 8
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6 RBB/SME Low Balance Text Alerts RESULTS
~ LLOYDS

BANKING

=] The results are very sensitive to timing 3
@  Sensitivity analysis was conducted on the “post-trial” period

« Main findings used the period June — August for RBB
and May — August for SME.

« The first text message was sent on 18" May. The last was
sent on 13t August.

» These post-trial periods were used as they gave
statistically significant results. However, these results do
not hold for other post-trial periods that could be used.

Which “post-trial” period should
we use?

May — August
May — September
June — August
June — September

Other options for the “post-trial”
period

hwnNPE

* Results are very sensitive to the post-trial period used.
« RBB results are only significant for option 3.
« SME results are only significant for option 1.

How sensitive are results to the

choice of period?
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7 RBB/SME Annual Account Review ‘R’“
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7 RBB/SME Annual Account Review DESIGN
LLOYDS
BANKING

Annual Account Statements designed to prompt action.
Direct Malil channel; 9,000 customers

HYPOTHESIS CHANNELS METRIC
Customers who receive a transparent @" SRl produc_:t quenes
=l » Customers switching products

Annual summary of key areas of Current Account = internallviextending limits
Account cost and value, act on the information and Letter . Custoers switchi?] externall
Review switch products internally or switch out : : - 9 ¢ y

externally 9k business customers in AAR trial » Uptake of new credit lines
RBB/SME (RBB:SME split = 6K:3K) « Reduction in transaction volumes

SAMPLE SELECTION
Sample sizes were small due to exclusions applied such as customers on bespoke products, [ ] and other standard exclusions

[]

Low volumes meant that although at the cell level results would be valid, any analysis of sub-segments was likely to not yield statistically
significant results.

RANDOMISATION PROCESS

An automated procedure was used to randomly select treatment and control groups from total cohort

CUSTOMER ACTIONABLITY
[]
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7 RBB/SME Annual Account Review

Three different customer segments approached.

Messages tailored to each group

DESIGN

LLOYDS

BANKING
GROUP

o

HIGH-LEVEL TEST STRUCTURE:

TOMER
CHANNEL C:iEiTED S COMMS DATES EST
RESPONSE
9k*
TEE -
(RBB/SME
LETTERS split = 6K:3K)

Having applied
selection criteria, there
are 3 customer test
segments

Call to Action

High/Medium Account

Review tariff via calculator
Costs

Call BM to discuss
Deposit products

High/Medium Average
Credit Balance

Call BM to review credit

High/Medium Excess Fees .
options

*Excludes free banking customers

SELECTION
CRITERIA*
1. Customer must be prominentin 1 of 3
segments:

U High/Med account costs relative to
T/O

U High/Med average credit balance

U High/Med excess fees

Behavioural Change

Product queries/ switches

Deposit / Savings
accounts opened /
enguiries made

Overdraft enquiries/ new
limits & extensions
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7 RBB/SME Annual Account Review DESIGN
LLOYDS

Statement designed for greater impact with call to action. &8
Current design has no calls to action

What customers receive today What customers received as part of the trial

; YOUR ACCOUNT SUMMARY
SUMMARY N
Service provided between 10 December 2014 and 9 January 2015
Description Quantity Unit price Total price  Code Account number: XXX¥2560 Sort code: 30-91-01
GBP GBP (ex VAT)
Iltemised Service Chal )
p e Get better value for your business :
Your total service charges
Thits summary showes how you've used your Business Banking Extra Tariffover 12 manths, (mec Account Maintenance Fees )
ACCOUNT PAYMENTS Setween 10 May 2014 3739 May 2015 and pieesyou a few ideas on how youcouldget
Cheques 1 0.62 0.62 ER marefrom it £151
Direct Debits 50 0.43 2193 ER
Free Debits 3 0.00 0,00 ER You can e your total service charges opposite andbelow s abreakdown of some ofthe
Other Debits 1 0.59 0.59 ER areas where your curentaccount could giveyou bettervalue.
Standing Orders 2 0.50 1.00 ER
Transfers to other Accounts 1 0.00 000 R Your transacti —@O—
For your s
ACCOUNT RECEIPTS
Automated Credits 42 0.18 7.08 ER Weu ean chickif yau'rean the right tasf
Credits paid in 2 0.75 2.25 ER . arclawdchonkine o
Other Cradits 8 0.78 6.00 ER o AR
Transfars from other Accounts 17 0.00 0.00 ER
Internet/Phonebank Credits 12 0.25 3.25 ER
Faster Payment Credit 41 0.15 6.90 ER
OTHER SERVICES _
Cash paid in 2,470.00 0.56 per 100 19.26 ER N EXT STEPS FDR
Cheques paid in 20 0.31 1147 ER Credit balance Owverdraft YOURBUSINESS
SUB TOTAL 80.32 On average the credit balance You do not currently
Discount (36.14) o your cumEntaTToUnt ouEr have an overdraftlimit,
SUR TOTAL AFTER DISCOUNT 4418 period e
+
SERVICE TOTAL 44,18 £18!136

— (D —
Vou caullbe earring
eredit interestan your Surp
furie byrnoving themintd
adipent ateourt.

T diseuss your bamowing

Cal eneat aur ¢ 3
aptiens and howbest ta sl
Busness Managers on these fees in the future, call ene
uo]nﬂi@- af aur Business Mana gers o
e S yaur aptiona 0345030 6266.
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7 RBB/SME Annual Account Review

One variant was tested for each segment
Design can be refined in further iterations

DESIGN

LLOYDS
BANKING
GROUP

o

YOUR ACCOUNT SUMMARY

Account number; XXXX¥2560 Sort code; 30-91-01

Get better value for your business

This summary shows how you've used your Business Banking Extra Tariff over 12 manths,
between 10 May 2014 and9 May 2015 and gves you a few ideason how youcould get

more from it

‘Yo can see your total senvice charges opposite and below is abreakdown of some of the

areas where your oument acoount could give you bettervalue.

Your transaction charges

For your statement period your charges have been brokendown as follows:

Credit balznce

On average theoredit balance
0N YOUr QUTEnt 30CouUntover
this perindhas been

£18,136

— (D —
¥au coul e eaming
eredi intenest an your surpis.
funds by rrwing theminta
adepest sccourt.

Call et our
Business Managers an
0345030 6266
to e yaur aptions.

Overdraft

‘Yo do not currently
have an overdraftlimit,

To digeuss your barawing
aptians and hawbest 1o avodl

these Tt in the future, cal ane
ofour Busines Managers o

0345030 6266.

Your total service charges

[wacl A ourt Mainteranoe Fes)

£151

_®_

and Switch anline 2t

Vin eart chisck ifyeurean the right Lasif

NEXT STEPS FOR
YOUR BUSINESS
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7 RBB/SME Annual Account Review

Aspects of the trial can be developed
Refinements can be made in future iterations

DESIGN
LLOYDS

BANKING
GROUP

o

0 Technical

@ Medium/Format

Monitoring switching
queries

0 Cumulative effects

1.

[]

Due to resource restraints, any ‘gone aways’ (moved without telling
LBG) were returned to a central team for disposal. ‘Gone away’
customers therefore did not receive the statement.

Due to criteria set (ensuring customers selected had a relevant call
to action/incentive), and suppressions applied (CiFDs, deceased,
non standard products, etc), only 9K customers received the trial
statement across RBB/SME, thus limiting results.

[]

Customer cannot follow up call to action with a ‘one click’ application
for new account/extension.

Customer response rates to mailings can be markedly lower than
digital media. [ ]

The trial was a one off, over a constrained time period.

1.

[]

Track gone aways, and develop contact
strategy for any customers returning as ‘gone
away’ to identify correct address and redirect
statement.

Longer term solution would not be subject to the
same criteria exclusions (e.g. non standard tariff
exclusions/ minimum £10k average credit
balance).

Multilateral trial with other banks would enhance
numbers and results.

[]

Develop digital statement that allows ‘one click
applications’ using stored customer information
to complete product switches/changes.

Develop IT solution to allow AAR to be sent via
digital inbox/via mobile app/online banking.

Investigate repeated contacts over an
extended period to assess cumulative effects.
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DESIGN

No complaints about trial statement Roor
Call response rate as expected g&&\

Trial Complaint Complaint Themes
Volumes

AAR 0 =

Call Volumes

Out of the 9K customers mailed across RBB/SME, 4K had a call to action to

contact telephony to discuss options. Response rate of 1.6% is in line with
AAR 65 . : S

expectations — higher response rates may have been possible if digital channel

was available.
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RESULTS

7 RBB/SME Annual Account Review

LLOYDS
-::E%‘“”) There are no significant impacts of the RBB/SME AAR trial, GROUP
=/ however some of the volumes are very low R"\\

Hypothesis We have looked at trends for:

Prompting customers to review «  Uplift in product queries » Changes in product/tariff
their bank account will lead to: (overdraft/current
account/savings)

Applications for new overdraft limits

* Increased switching of Applications for increased/decreased OD

»  Customers switching

products internally . limits
L products internally /
* Increased switching out S :
extending limits « Average numbers and values of debit
externally : .
o and credit transactions
»  Customers switching
externally »  Applications for new cross-product
accounts

1. Limited significant impacts with this trial.

2. RBB customers with high/medium account costs reacted to treatment by opening
new accounts and changing limits.

Top 20% by fees reacted most strongly.
4. Similarly high/medium account costs SME customers also opened accounts.
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RESULTS

7 RBB/SME Annual Account Review
LLOYDS
The RBB/SME annual account review had limited impact on behaviour GROUP

Customers were more likely to open a new account, or adjust their overdraft *HR\

There are some impacts on
RBB customer behaviour...

% of customers % of customers % of customers | % of customers
changing product or % of customers applying for applying for opening a new % of customers Monthly credit Monthly debit
tariff applying for new OD increased OD decreased OD account closing account transactions (£) transactions (£)
Sub-segment T E T E | T E | T E | T E | T E | T E | T E |
AAR1: High/medium average credit balances 200 | 100 :100%
RBB AAR2: High/medium excess fees
AAR3: High/medium account costs 200 | 100 [100%| 316 | 100 |216%
AAR1: High/medium average credit balances
SME  aaAR2: High/medium excess fees
AARS3: High/medium account costs 280 | 100 |180%

NOTE: Many of these metrics have very low
volumes. In general, this will reduce the

power of the statistical tests as this makes
picking up significant uplifts more difficult.

Statistically significantimpact ; result in line with hypothesis K I o
Statistically significant impacts; results not in line with hypothesis ey ear n I n g S

| t not statistically signifi t g g o - . . .
TP T SR S « Identifying trial impacts are limited by small sample sizes

T What we got with treatment

E What we would expect to get without treatment

| The % impact of treatment
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7 RBB/SME Annual Account Review RESULTS

LLOYDS
RBB customers with high/medium account costs reacted to treatment GROUP
by opening new accounts and changing limits. iR’R\

High/medium account costs SME customers also opened accounts.

REB:AARL: nggglgiigj: AREERE G0l RBB: AAR2: High/medium excess fees | RBB: AAR3: High/medium account costs

I
No significant impact i 4
. Treatment Treatment Control  Control Estimated

Treatm_em Treatmgnt Comr_ol Contn_)l E_slimated pre-trial  post-trial pre-trial  post-trial impact
pre-trial  post-trial pre-trial  post-trial impact

1 95% Confidence Interval

SME-AARL: ngg];rlziggjsm Rl ErE) SME: AAR2: High/medium excess fees | SME: AAR3: High/medium account costs

Percentage of customers opening
anew account
Percentage of customers opening
anew account

' 95% Confidence Interval

No significant impact No significant impact

Percentage of customers opening
anew account

Treatment Treatment Control  Control Estimated
pre-trial  post-trial pre-trial  post-trial impact
' 95% Confidence Interval
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7 RBB/SME Annual Account Review RESULTS
LLOYDS

The top 20% by fees reacted most strongly. BANKING

GROUP

Each treatment cell split into the top 20% and bottom 80%o0f balances ié&\

RBB: AARL: nggglgi(ig: LTS RBB: AAR2: High/medium excess fees | RBB: AAR3: High/medium account costs

RBB, high/medium average credit balances: RBB, high/medium excess fees: Probability of

Probability of opening a new cross product opening a new cross product
2 2z
3 / - . o .
g — £ No significant impact
o - c
o o
g / g
E E

S —

Bottom 80% of balances = Whole sample  Top 20% of balances Bottom 80% of balances ~ Whole sample = Top 20% of balances

100% 100% 98% I: -10% 100% 600%

ST ngg];rlziggjsm SRS SME: AAR2: High/medium excess fees | SME: AAR3: High/medium account costs

SME, high/medium account costs: Probability of
opening a new cross product

—
%

/

,///

No significant impact No significant impact

Impact on probability (%)

Bottom 80% of balances =Whole sample * Top 20% of balances
Significant impacts

T I: 190% 195% 130%
Non-significant impacts

I The % impact of
treatment
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RESULTS
LLOYDS
BANKING

GROUP

7 RBB/SME Annual Account Review

mvwmf‘ww\
segment analysis of other metrics

=3
=

* No significant impacts found at either RBB, SME or customer

sub-segments for:
* % of customers changing product or tariff

% of customers applying for new OD
% of customers closing account

Monthly credit transactions (£)
Monthly debit transactions (£)

No significant and material impacts found for sub

\_
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7 RBB/SME Annual Account Review

RESULTS

These results are not sensitive to timing effects
Sensitivity analysis was conducted on the “post-trial” period

Which “post-trial” period should
we use?

Other options for the “post-trial”
period

How sensitive are results to the

choice of period?

Main findings used the period July - September
Customer communications were sent out on the 14t or 21t
July.

This period provided the most amount of data given the
trial started in mid/late July.

1.
2.

July — August
July — September

This trial showed fairly limited results.
However, these results were not sensitive to the post-trial
period used.

o
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ANNEX o

Interpreting statistical results
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Annex: Interpreting Results

LLOYDS
Understanding presentation of the results GROUP
Magnitude and ... 7&3\\

Metric A T=Treatment group
value

2 g :
Differential effect of
treatment

-£29:-£30;-1% g E= Expected group
/ value “but for” the trial

T, E | -@-0)

Impact is a measure of the .

magnitude of the effect. Control group
Numbers in the boxes show
* T - what we got with treatment >
« E - what we would expect to Pre-trial Post-trial

get without treatment
* | - the % impact of treatment

&)
©
S
=
c
o)
@©
=

| = % impact =
(Treatmentpost_trial - Treatmentpre_trial) (o /e -1)

— (Contr()lpost—trial = ContTOZPTG—tTial)

£79- _£30--1% In the text alert trial, for average monthly unplanned fees:
’ ’ + T - what we got with treatment was -£29
* E - what we would expect to get without treatment was -£30
* | - the % impact of treatment (£0.4 in the example) was a reduction of 1%
Although only small, this effect was, nonetheless, statistically significant... see next page.

Note: all numbers on this slide are illustrative only.
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Annex: Interpreting Results

Understanding presentation of the results

... statistical significance

LLOYDS
BANKING
GROUP

o

Statistical significance tells us how likely a result is caused by the trial, rather than mere chance or
“noise” in the data. It does not reflect magnitude of impact.

Not significant means we cannot tell if this is because of the treatment or chance variation.

95% confident means that when we state a result is significant, we are willing to accept a 5% risk that

the results were in fact the result of random chance, rather than due to the treatment. This is a
standard level of confidence to use in statistical testing of this nature.

“Normal” variation of
control metric

(¢b]
(&)
C
@©
O
=
c
(@)}
(7))
@©
O
=
%)
=
@©
4
wn

A

Control mean

! :J-| Treatment mean

In this example the treatment has
a statistically significant effect at
the 95% confidence level.

0.025

T~

5% chance treatment does nothing
and due to control variation

The previous slide gave an example of a small effect that was significant.

In other cases, there can be quite large apparent effects, but because variation is also large, whether
the result for the treatment group is due to the treatment or just noise cannot be determined.
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