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» Unprecedented Market Conditions

» Your Challenges

» What lies ahead?

» What will we talk about today?

» From Recession to Recovery to Retention

» A New Type of Debtor Requires New Approach

» How to find the good amongst the bad?
» Collections lifecycle: Early Stage

» What is the value?

» Collections Lifecycle: Late Stage and Recovery
» Follow the Money

» Common Obstacles to Overcome
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Are you ready for the challenges ahead?




Unprecedented Mar ket ConcFllcoo
»US

»2Q09 mortgage loan delinquency (60+ days past due) 5.81% source:

TransUnion.com
»US Unemployment rate 9.7% as of January 2010 source: Us Bureau of Labor Statistics
»14.8MM unemployed
» 42.5% or 6.3MM unemployed >27 weeks
»US Bank failures reach 140 in 2009 compared with 25 in 2008 source: FDIC
» 00 banks i1 dentified as oO0at ri skd¢
»EMEA
»Every 11.2 minutes, a property in the UK is being repossessed
»Spain -employment highest in EU T near 20%
»In APJ

Sl ] -
»YQY Credit'Card delinquencies increased by 13% source: Credit Bureau
Singapore

»Average growth rate of developing economies in Asia is the lowest it's
been si nc e sodicha®inDelel@n@nlBk B DB)

Lo
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Your Challenges

» Top Challenges in Collections & Recovery Today
» Record volume of delinquencies
» New type of consumers going bad

» Competitiond Fi ghti ng for debtorsodé paym
» New contact channels
» New treatment strategies

» Limited Budget
» Collection resources
» Limited IT resources-where to make investments

What 0s t he outl ook f or
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What lies ahead? FICO

»EXperts do not agree on forecast

»Each forecast requires planning
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What will we talk about today?

» The time to improve Collections & Recovery is still Now

» How to address challenges in volume and new type of debtors
with analytics

» Each stage in Collections to Recovery requires different analytic
tools

»The only certainty 1 n this envi
hurt your organization
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From Recession to Recovery to Retention

» FICO research suggests that during a recession:

» Recession starts and there is a natural lag before consumer credit
behaviors alter and are reflected in the bureau data

» Credit quality at a given score shifts down (observed)
» Scores reflect change in consumer behavior

» Recovery begins and there is a natural lag before consumer credit
behaviors alter and are reflected in the bureau data

» Anticipate additional delinquency, foreclosure and bankruptcy as
unemployment persists

» Critical to validate and update models more frequently
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A New Type of Debtor Requires New Approach FICO

» First time in Collections
»Customers who havenot tal ked to
»Col |l ectors who havenot seen t hes

» Why treat them differently?
» Customer faster to rehabilitate once their situation changes
» Consumers your bank would lend to again once they recover

» How should you treat them?

» Communication
» Channel choice
» method and tone

» Treatment strategies
» Payment options,
» Settlements
» Interest reduction/forgiveness
» Loan modifications
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How to find the good amongst the bad?

» Same predictive analytic tools
» Empirical models
» Multiple scores

» Same best practices
» Monitor performance
» Feedback loop and refresh
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Collections Life Cycle

Early Stage Collections Late Stage Collections Recovery
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» Who should ;/ou call?
» When? How often?

» Focus on risk
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Detecting Risk Early FICO

» What scores are available?
» CB Scores A ‘ 3 1
» Behavior scores W“ o &)
» Collection scores

» Matrix scores to segment your population more accurately

» Scores allow you to prioritize and deal with high volumes and limited
resources

» Will it identify the new type of debtors?
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Comparison between two scores

» Using a CB score to rank order the accounts

CB Score

20% Low Risk

60% Mid Risk

20% High Risk

Total

Roll Rate

1.1%

5.2%

18.4%

6.7%

» Using FICO custom collection score to rank order the accounts

FICO Custom Collection Score

20% Low Risk

60% Mid Risk

20% High Risk

Total

Roll Rate

0.6%

5.2%

20.7%

6.7%
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Matrix between the two scores

» Matrix of balance roll rates between CB and FICO custom collection

scores
FICO Custom Collection Score
0

20% LW | 60% Mid Risk | 20% High Risk| ~ Total

20% Low Risk 0.2% 1.4% 8.7% 1.1%

60% Mid Risk 0.8% 4.6% 14.7% 52%

CB Score

20% High Risk 2.6% 12.8% 27.9% 18.4%

Total 0.6% 5.2% 20.7% 6.7%

Using two scores in conjunction gives you even better

© 2010 Fair Isaac Corpo

ration.

segmentation accuracy




