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Agenda

e Customer satisfaction & customer loyalty defined
e Measuring customer satisfaction
e The benefits of customer satisfaction

e Customer satisfactions impact on retention, advocacy,

defection and loyalty
e The banking industry focus

e Summary
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Customer satisfaction and customer
loyalty

Customer satisfaction is defined as;
“An evaluation of the perceived discrepancy between prior expectations and
the actual performance of the product”* or
“The consumers sense that consumption fulfils some need, desire,

goal....and that this fulfiiment is pleasurable”*

Customer loyalty is defined as;
“a deeply held commitment to re-buy or re-patronise a preferred product /
service consistently in the future....despite situational influences and

marketing efforts having the potential to cause switching behaviour™*

*Source: Tse and Wilton 1988 “Models of Customer Satisfaction

#Source: Oliver 1997.Satisfaction: A behavioural perspective on the consumer
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Measuring customer satisfaction

Measurement of customer satisfaction has evolved from total
quality management (“TQM”) to measuring degrees of customer
loyalty

Conformance Quality Customer Customer Loyalty

“TQM” (Early 1980’s) Satisfaction (Late 1980's)

(Late 1980’s)
Minimum Standards

e Deliver what we promise v v v

e Meet standards v v v

Customer Focus
e Meet customer needs v v

 Respond to complaints

v
CUSED RN AHHIEE Will our “Satisfied”
e Retain customers Customers be loyal if a v
) ) _ Competitor
e Build Relationships Provides better v
Value ?
e Earn Referrals v

Customer satisfaction & Loyalty- Linkages to retention and Profitability



ANZ’s approach...

Blue print from customer What needs to be measured

and internal perspective in a quant. survey.

Research
customers / > Understand market

non customers
Measure satisfaction with all What drives satisfaction
touch-points and interactions

Information to develop
model linking, satisfaction,
loyalty & profitability

Also measure
business outcomes

Link research to internal data Validation to link

& develop model satisfaction to loyalty
between loyalty & behavior to profitability
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ANZ has developed hierarchical
customer satisfaction models

Business outcomes — retention,
defection, advocacy etc

Overall - ; . .
B factios Multivariate analysis

techniques used to model
relative impact at each stage

Satisfaction with all customer touchpoints = The models show
Accounts and Products, Channels, Rates and relationships between drivers

Fees, Relationship etc of satisfaction and business
outcomes

Satisfaction with key

drivers for each touchpoint

Customer satisfaction & Loyalty- Linkages to retention and Profitability



Customer satisfaction is closely linked to
staff satisfaction

 Research attests to the impact of staff satisfaction leading to
customer satisfaction which in turn leads to revenue growth>

A COMPELLING PLACE TO A COMPELLING PLACE A COMPELLING
WORK TO SHOP PLACE TO INVEST

: - Customer
Attitude Service Recommendations
about
the job Helpfulness

Attitude

. Revenue Growth
Merchandise
about
Employee Customer
the company Value Retention

Retention

Return on assets
Emp'°¥ee Customer
Behavior Impression Operating Margin

5 UNIT INCREASE IN 1.3 UNIT ICREASE IN 0.5%0 INCREASE IN
EMPLOYEE ATTITUDE CUSTOMER IMPRESSION REVENUE GROWTH

*Source: Sears, Roebuck & Co.
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ANZ’s customer satisfaction data is
correlated to defection, retention,
advocacy and loyalty

100%0 T
90%0 T
80%6 T — Not defecting
209 | — Retained
o0 | Advocating
— Loyal
50%0 T
40%0 T
30%0 T
20% T
10%0 T
0%o }
0] 1 2 3 4 5 6 7 8 9 10

Satisfaction
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Most customers have limited loyalty to
their financial institution

Customer loyalty to primary Consumer “Shopping” Behavior - respondents

financial institution shopping non primary providers
70% A

6090
50%0 ~
40% A
30% A
20% A

10% A

0% -

UK
USA

B Not Loyal ® Loyal

Australia

Brazil
Canada
France
Germany
Japan
South
Korea

Source: UK Council on financial competition 2002. Source: Deloitte Touche Tohmatsu.
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Value drives loyalty

= Satisfaction alone does not drive loyalty, it is the perception of
value that is the key driver

Brand Affinity

Overall relationship

Relative

Quality Product Features

/ Quality

Relative
Value

Customer Service

mmmmm OVverall Rates / Fees

Relative
Costs
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Delivering value has become more
demanding

Customer Satisfaction  Customer Loyalty Customer Value
(Late 1980’s) (Late 1980’s) (1995 to 2000+)

Minimum Standards
« Deliver what we promise v v v
 Meet standards v v v
Customer Focus
< Meet customer needs v v v
- Respond to complaints v 4 v

Customer Attitude Will our “Satisfied”

<
<

e Retain customers Customers be loyal if a

_ ) ) competitor
e Build Relationships

provides better y
« Earn Referrals value ?
Beating Competitors In Targeted Markets
< & 2 Why should a customer v
e Target profitable to serve customer who intended to be loyal, v
= ldentify & exploit competitor weakness Syl Ok 'f.
someone else provides v
* Neutralise competitor strengths better value ? v

 Develop & deliver on superior value proposition
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Poor service Is the main reason for
customer defection

Primary reason for customer defection

Poor service is the

Service most significant factor
leading to customer
defection

Other

In particular, poor problem solving drives customer defection

Experience Complain Not happy Exit as Never asked
multiple before complaint complaint re exit

problems exit outcome not resolved

67% 85%0 —65% 46%0 46%0 % of those
churning

Source: Colgate & Hedge “An investigation into the switching process in retail banking services 2001”
Bloemer, Brijs, Swinnen & Vanhoof “ldentifying latently dissatisfied customer & measures for dissatisfaction management
Stuart “An explanation of customer exit in retail banking 1998

12 Customer satisfaction & Loyalty- Linkages to retention and Profitability



Successful service recovery significantly
Impacts referral and repurchase decisions

Likelihood to refer*

300%0

Customers are 3x more likely to
refer a company following problem

el resolution

N

No event Successful service
recovery

Service recovery impact on
customer repurchasing™

50% Customers are more likely than
(o)

not to repurchase from a company
40% following a successful service
J recovery

Do not repurchase Repurchase

*Source: Council on Financial Competition, Case Study
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The banking industry is focused upon
customer service

ﬂ( National

‘I ' Westpac
Australia's First Bank

Make it

happen _st.george

) Bendigo Bank
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Summary

e Customer satisfaction has become more complex to measure

e |Institutions are using a variety of models to measure
customer satisfaction

e Customer satisfaction is linked to staff satisfaction

e There is a direct relationship between loyalty, retention,
defection and advocacy and customer satisfaction

e Customer satisfaction is a key component of the value chain,
but does not guarantee loyalty

 While customer satisfaction is necessary, the perception of
value drives loyalty

e Efficient and superior levels of customer service are
Imperative in managing customer satisfaction

e All banks are focused on improving customer service
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The material in this presentation is general background information about the Bank’s
activities current at the date of the presentation. It is information given in summary
form and does not purport to be complete. It is not intended to be relied upon as
advice to investors or potential investors and does not take into account the
investment objectives, financial situation or needs of any particular investor. These
should be considered, with or without professional advice when deciding if an
investment is appropriate.

For further information visit

www.anz.com

or contact

Simon Fraser
Head of Investor Relations

ph: (613) 9273 4185 fax: (613) 9273 4091 e-mail: simon.fraser@anz.com
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