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Main analysis

- Customer clustering 

and segmentation

- Identify the customer 

segment that drives 

the most revenue

KPI Description Availability Assumptions

Recency Days since last customer 
transaction

Yes
Today = 

2015/01/01

Frequency
Number of transactions in the last 
24 months Yes X

Monetary Value  Total spend in the last 24 months
Yes X

Customer 
Lifetime Value

Total amount of money a customer 
is expected to spend in your 
business during their lifetime.
Granular CLV = (Avg. Revenue per 
purchase * Avg. Frequency * Profit 
Margin) * Avg. Lifespan

Yes
Avg. Customer 
lifespan = 3 y



Customer Data 

& Features

● KMeans clustering

● KPI performance 

for each segment

● Marketing 

strategy for each 

customer segment

RFM calculated from transaction data CLV calculated from transaction data 
Product family/dep. the customer 
spent the most money on



Customer Cluster Analysis: KMeans (k=4) 



Cluster KPI Performances

Frequency v.s. Monetary Value

RFM v.s. Customer Lifetime Value by cluster



Which customer segment drives the most revenue?

● Supervised Learning - Regression Problem  

( Target: Monetary Value)

● Algorithm: Gradient Boost Trees (R2 score: 0.95)

● Conclusion: Whether the customer is in Frequent 

Buyer cluster is the most important variable 

Gradient Boost Trees (max tree depth = 3)



CMO: Marketing Strategy

● Marketing campaigns  focusing on  Frequent 

Buyer cluster (11% of the customer)

○ focus on the stores in Washington State 

and Mexico (especially Zacatecas)

○ discounts/vouchers/marketing 

campaign on Food products

● Marketing Strategy for other customer segments:

○ Family  Buyer: focus on the stores in rural 

area, discounts/vouchers/marketing 

campaign on products for children/family

○ High Income Buyer: focus on the stores in  

cities (ex: SF), marketing campaigns to 

stimulate higher frequency

○ Young  Buyer: focus on the stores in 

California, discount/campaign on drinks


