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Data Science in Action: Financial Services
May 23, 2019
Financial institutions and large retailers are using data science to drive improvements across the business, from
regulatory compliance to the customer experience.
Large banks are especially well-positioned to leverage these techniques because they have access to vast
quantities of consumer data, and “big box” retailers aren’t far behind.
Companies of both types are finding that adeptly applied data science can drive revenue and make life much
easier and less costly for companies and consumers alike.
Some of the largest financial institutions and retailers partner with firms such as Experian DataLabs to leverage
data science, artificial intelligence (AI), and machine learning.
As a presenter at William Blair’s 2018 CONNECTIVITY conference, Eric Haller, Experian DataLabs’ executive vice
president and global head, shared examples of how his team uses data science to reduce risk and drive product
innovation across the financial services and consumer retail industries.
Give Them Credit
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Retailers have a constant stream of potential borrowers flowing in and out of their stores, but the marketing of
their credit cards is largely confined to the checkout line. In addition to not aligning to the realities of e-commerce
and omnichannel retail experiences, this approach holds up the line and puts customers on the spot.
To create a more effective and user-friendly application process, Experian DataLabs used SMS: the customer texts
a word to a short code.
For example, a customer who enters a large retailer seeking a big-screen TV simply texts “big screen” to the store’s
code. Within minutes, the customer has secured financing to complete the purchase.
In addition to speed and convenience, Haller said SMS credit applications also offer value in terms of privacy:
customers can apply in the store, on the spot, without the fear of being embarrassed if they are turned down.
Executing this credit application solution, Experian DataLabs draws on multiple sources: data the customer
provides, data from the mobile carrier, and data Experian already has access to across its enterprise. The process
uses sophisticated matching algorithms to identify the customer with certainty.
Identity is fluid and, over time, behavioral. Companies are looking to move away from static variables such as
Social Security numbers toward dynamic data about behavior. AI plays a critical role in knitting together all of
these data points to create a more accurate, real-time picture of a consumer’s identity.
Clustering Your Way to Better Marketing
Besides being a mouthful to say aloud, latent Dirichlet allocation (LDA) is a powerful tool that is changing the
segmentation techniques that banks use to market to consumers.
Using LDA clustering, banks can look at a consumer’s credit card purchase history, map the consumer to various
customer segments, and then send the consumer promotions that are likely to appeal to that segment.
For example, if a bank sees a customer purchasing five times more than the index’s average in child-and-infant
wear, four times more women’s wear, and not a lot of nightlife activity, the bank can send that consumer
promotions that would likely appeal to the young family cluster.
“In the past, segmentation would often be geo-demographic-based, or survey-based, but this is actual behaviorbased,” Haller said. “It allows banks more control and precision around how they market.”
Using Machine Learning to Detect Fraud
In addition to driving revenue growth, data science that identifies behaviors or attributes has powerful
applications for fraud prevention.
One large U.S. financial institution posed a challenge to Experian DataLabs: Why should the bank let Experian work
with its data when it already had a strong in-house data analytics team working around the clock to identify credit
card fraud? Haller challenged the bank to provide Experian DataLabs with a huge data set with all of the fraud tags
stripped out to see if Haller’s team could identify where fraud had occurred.
Using machine learning techniques, Haller’s team not only found all the previously identified fraud, but it also
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identified fraud that the financial institution’s team had missed.
Putting Data Science to Work
While cutting edge developments in machine learning and AI are fascinating in the abstract, as investors we focus
on how these tools can be applied in real-life settings to create sustainable value for companies and their endusers.
We believe that financial institutions and providers of consumer credit are, in many ways, at the leading edge of
using data science to drive efficiencies and growth. We look at how these firms are using advanced concepts in
widely applicable and scalable ways to strengthen regulatory compliance, improve the customer experience, and
create value across the transaction ecosystem.
To access more insights about how William Blair is reaching beyond traditional investment analysis to think about the
white space between asset classes, sectors, geographic regions, and investment teams, we invite you to explore other
posts about sessions at our 2018 CONNECTIVITY conference.
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Daniel Hill, CFA, is a research analyst on William Blair’s Global Equity team.
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Disclosure:
This content is for informational and educational purposes only and not intended as investment advice or a
recommendation to buy or sell any security. Investment advice and recommendations can be provided only after
careful consideration of an investor’s objectives, guidelines, and restrictions.
Information and opinions expressed are those of the authors and may not reflect the opinions of other investment
teams within William Blair Investment Management, LLC, or affiliates. Factual information has been taken from
sources we believe to be reliable, but its accuracy, completeness or interpretation cannot be guaranteed.
Information is current as of the date appearing in this material only and subject to change without notice.
Statements concerning financial market trends are based on current market conditions, which will fluctuate. This
material may include estimates, outlooks, projections, and other forward-looking statements. Due to a variety of
factors, actual events may differ significantly from those presented.
Investing involves risks, including the possible loss of principal. Equity securities may decline in value due to both
real and perceived general market, economic, and industry conditions. The securities of smaller companies may
be more volatile and less liquid than securities of larger companies. Investing in foreign denominated and/or
domiciled securities may involve heightened risk due to currency fluctuations, and economic and political risks.
These risks may be enhanced in emerging markets. Different investment styles may shift in and out of favor
depending on market conditions. Individual securities may not perform as expected or a strategy used by the
Adviser may fail to produce its intended result.
Investing in the bond market is subject to certain risks including market, interest rate, issuer, credit, and inflation
risk. Rising interest rates generally cause bond prices to fall. High-yield, lower-rated, securities involve greater risk
than higher-rated securities. Sovereign debt securities are subject to the risk that an entity may delay or refuse to
pay interest or principal on its sovereign debt because of cash flow problems, insufficient foreign reserves, or
political or other considerations. Derivatives may involve certain risks such as counterparty, liquidity, interest rate,
market, credit, management, and the risk that a position could not be closed when most advantageous. Currency
transactions are affected by fluctuations in exchange rates; currency exchange rates may fluctuate significantly
over short periods of time. Diversification does not ensure against loss.
There can be no assurance that investment objectives will be met. Any investment or strategy mentioned herein
may not be appropriate for every investor. References to specific companies are for illustrative purposes only and
should not be construed as investment advice or a recommendation to buy or sell any security. Past performance
is not indicative of future returns.
Copyright © 2020 William Blair & Company, L.L.C. "William Blair” is a registered trademark of William Blair &
Company, L.L.C. No part of this material may be reproduced in any form, or referred to in any other publication,
without express written consent.

