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By Definition MICROBILTQ)

Difficult topic since by definition...

Traditional
tra-di-tion \tra-'di-shan)\
Based on customs usually handed down from a previous generation.

A way of thinking, behaving, or doing something that has been used by the people in a
particular group, family, society, etc., for a long time.

Alternative
al-ter-na-tive \ol-'tar-na-tiv, al-\
The choice between two mutually exclusive possibilities.

Employing or following nontraditional or unconventional ideas, methods, etc.; existing outside
the establishment.

Asserting two or more choices, at least one of which is true.

Non-Traditional, Inclusive
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Unbanked — no demand deposit/checking account

Underbanked — having a deposit/checking account, but not much usage
Thin file — not enough trade lines to generate a credit score

No hit/No file — no hit at a credit bureau

Stale file — file exists but has no updates in the past 6-12 months

Young — new file

Not really “un” anything and all have negative connotations

Some of these people just don’t like dealing with banks and its
most likely because of their economic profile.

Understand that some countries use non-traditional data in the
main bureaus but most do not and that every country is different
and may be limited by legal or regulator restrictions.




Credit: Then... MICROBILTQ

Historically, credit was granted on the basis of a
credit officer's personal knowledge of the
borrower.

Centered around mortgage, auto, revolving credit
and secure loans.

Any additional information is based on negative
reporting.
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Credit: Now...
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Perfectly good people/consumers are being left out
for being considered for what’s in.
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In economic policy,
alternative data refers

to the inclusion of
non-financial payment
reporting data in credit
files, such as telecom and
energy utility payments.




What is included? MICROBILT O

Includes the following sources:

Utility — Mobile/Phone, Electric, Water, Sewer,
Natural Gas, Heating / Oil, Cable, Satellite

Cash flow, Employment, Criminal, Alternative borrowing,
Short term loans

Rental - Mobile home, furniture lease, appliance lease,
rent-to-own, auto, self storage

Other - Bill payment, Insurance, Day care (licensed),
Publication, Membership club, student loan, IP address

Public Record — Property, Bankruptcy, Suits,
Liens, Judgments

Debit/Prepaid card history

Fraud, Identity and Income verifications
Social

Bank Accounts*, Check Cashing

New sources continually added — and not just the payment
of such but the details within




Mobile Data
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Consider mobile phone accounts

Virtually every detail about each call, text, and request for
information a customer makes is captured and stored by
mobile operators.

Data about payments received or sent via mobile phone
are excellent proxies for income as well as ability to repay.

Some users receive wages or social payments from the
government in savings accounts accessed via mobile
devices, and an increasing number of lower-income
consumers can deposit funds into accounts that are
accessed using mobile devices.

Customers pay bills, make purchases, and send and
receive remittances with such devices; all of these actions
generate data that can be predictive of the customer’s
ability to repay loans.
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Currently, there are
[ J [ J
6.8 billion
mobile phone subscriptions.

The world's population is 7.1 billion.

Of Mexico’s 120M population, 70M have mobile
phones, yet 25M have bank accounts.

1 billion mobile subscribers in China alone.

Czech Republic — 123 mobile subscriptions for
every 100 people. Population of 10.5M people...

Africa has the least, with 63 subscriptions per 100
people.

Far fewer — only 4.5 billion people — have access
to working toilets.

2.8 billion people, almost 40% of the world's
population, are online.
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The underlying logic is as follows:

A person with a larger social network has greater recourse to funds in the event of a cash flow
disruption. Such a person, according to this logic, is a lower credit risk.

Companies are grappling with which social data will become predictive of
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Identity data and credit data

Directly from the consumer

Don’t wait around for the bank to give you the information,
let the customer be a part of the process and provide it to you
directly.

Gather information from being granted access by consumers
to their accounts, then aggregate the data into a portrait of
the consumer and their spending behavior.

Manual entry non-traditional trade lines — verified?

Grey data vs. “Real Time” data

Cultural challenges
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Q
Applicant Information I b '

Desiree Washington
SSN: 619036405 Login Successful ]

Instant Bank Verification

Reported: September 11, 2012, 15:38
Refi# {94FF62AC-C01D-4C085-BC56-450653T657AA)

Applicant Account Details
Enterad Raportad

: ONOSMETS

Valld Soclal Security Numbﬁr@
- This s a valid Social Security Number A 4
/ Assoc. with SN - lasued, Beginning and End Date Provided Desires Washington
DESIREE WASHINGTON Issued: 01/01/87, |ssue End: 12/31/88
DESIREE RICHARDSON - The AREA numiber is valid for the state or
DESIREE WASHINGHTON province of California
WASHINGTON DESIREE

iich OFAC WatchList @

Checking

Email Addresses:
o *Unavailable
tom_jonesi@fake com

Current Address Previous Address

1227 WESTMINSTER AVE 1848 SILVERWOOD AVE

EAST PALD ALTO, CA D4303-1051 MOUNTAIN VIEW, CA 840434405 Unavailable - not provided by institution. WA - not applicable.
Reported Account Owmner s as provided or determined.
D.Dep Amount Reported is an average.

Only direct deposits are considensd.
Current Address Details Sireet View Address (as provided by applicant)

Address Type street record 1075 Space Park Way #44
) Mountain View, CA 84043

Phone Numbers

Account Type
Potentially
disconnected

Report Summary Customer Central Bank Account# 3436

Days Reported i) ACH In (Based on Routing Mumber Entered) Yes
Current Balance B8.38 ACH Qut (Based on Routing Number Entered) Yes
Available Balance . Most Recent Direct Deposit (Income) 08/31/2012
MNegative Occurrences Household Gross Income 11876.38
NSF Count (Estimated from DD, grossed up, includes tax tables)
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Name

My O
My Saw

My Ret

Deposit/ Credit Activity

Deposits Range (in days): Last 14 Last 30 Last 60 Last 0
Total # of Deposits ar Total Deposits 1378.34 2662.59 4989.35 B8088.14
Total Amount of Deposits B8088.14 Average Deposit Amount 196.91 204.81 207.89 218.60

Real time access to gvep = o me s s

3 Largest Deposits Over 5100 Over 8500  Ower$1,000
#1 514.23 #2494.26 #3 467.20 Number of Deposits 26 1 Li]

20,000

Withdrawal Activity

Range (in days): Last 14 Last 30 Last 60 Last 80

W |Ln::lra.\ -3 .
fl n a n C I a | I utl Qm S Total Withdrawals 1447.47 2781.03 554152 8114.23

Average Withdrawal Amount 48.25 3272 3338 33.12
Amount Withdrawn as Cash 640.00 660.00 660.00 710.00

Wor WI Egesl"a‘-'ilhdrr.\'als Ovar $100 Over 8500  Ower$1,000

#1 640.00 #2620.00 #3620.00 Number of Withdrawals 11 3 0

....and growing

Average Balance 985,89 Range {in days): Last 14 Lest 30 Last 60 Last 90
Average Balance 256.03 286.07 356.16 367.06

Relling 3-Day Balance
from Report Date:

937

Low Balance Trends Below S0 Below §50 Belw 5150

Last 30 Days [i] 4 28
Highest Balance - Week and Day

Last 60 Days li]
HiWeek™ 31 HiDay: 08/03

Last 80 Days 1]

Lowest Balance - Week and Day Deposit Spending Trends
Lo Week*: 37 Lo Day: 09M0 Average Days




Direct Access

Transactions
Date
0102012

o2z

Underwriting

Collection

0072012

ONOTI2012

OB33012

Customer Central Bank / Account #: 3436

Category
Entertainment

CHECKCARD 0807 TOTAL WINE AND MORE 71014
COLUMBIA SC 24755422251 16251 7808884

PUBLIX SUPER M 08/ 10 #0D0524385 PURCHASE 150
HARBISON BLYD COLUMBIA SC

CHECKCARD 0807 BRITISH BULLDOG COLUMBIA 5C
2401 33022510003 T 3356882

‘Wal-Mart Super 03009 #D00478573 PURCHASE 1184
WAL-SAMS COLUMBIA (NW) SC

CHECKCARD 0505 BONEFISH 0505 COLUMBIA SC
24602 1622500007 4991 5858

CHECKCARD 0608 BONEFISH 0505 COLUMBIA SC
2464216Z2500007 49019211

TOTAL WINE AND O%/07 #0000538180 PURCHASE
TOTAL WINE AND MO COLUMBIA S5C

THE WITAMIN SH 0V0T #000853140 PURCHASE 195
HARBISON BLVD COLUMBIA 5C

‘Wal-Mart Super 03007 #D00562338 PURCHASE 1184
WAL-SAMS COLUMBIA (NW) 5C

BKOFAMERICA ATM OVOT 2000005341 DEPCSIT
LEXINGTON WEST LEXINGTON 5C

ROSS STORES &7 04V08 #000433240 PURCHASE
ROSS STORES #7412 COLUMBIA 5C

MARSHALLS 0408 #000420811 PURCHASE
MARSHALLS COLUMBIA SC

CHECKCARD 0604 CASA LINDA - COLUMBIA
COLUMBIA SC 240710522401 58134731423

BKOFAMERICA ATM 0206 #000008266 DEPOSIT
Misc. Income

HIGHPOINTECENTIRMOC ~
Wel-Marl 54 d 5
YCEFTYYO P oeencs

BKOFAMERICA ATM 005 #000004717 DEPOSIT
LEXINGTON WEST LEXINGTON 5C

CHECKCARD 0831 MCDONALD'S FE250 LEXINGTON
SC 24427332244 T 20088518795

TOTAL WINE AMD 0202 #000TE6482 PURCHASE
TOTAL WINE AND MO COLUMBIA SC

‘Wal-Mart Super 09003 #D00265421 PURCHASE 1184
WAL-SAMS COLUMBIA {NW) SC

BHOFAMERICA ATM O3 #000005200 WITHDRWL
COLUMBIA STATION COLUMBIA SC

BKOFAMERICA ATM OfV03 20000051958 DEPOSIT
COLUMBIA STATION COLUMBIA SC

CHECKCARD 0828 BONEFISH 0505 COLUMBIA SC
24EH216Z2430007 2374 1504

CHECKCARD 0830 LUCKY'S BURGER SHACK IRMO
SC 2405537244207 TER5004T8

BI-LO 135 0831 #000807544 PURCHASE 421
COLUMBIA AVE. LEXINGTON SC

MICROBILT CORPOR DES:DIRECT DEFP
1D:EER025104271005 INDN:WINTERS, TONI....
‘Wal-Mart Super 08/29 #00533250 PURCHASE 1184
WAL-SAMS COLUMBIA {NW) SC

BKOFAMERICA ATM 08/30 2000002663 DEPOSIT

LEXINGTON WEST LEXINGTON 50 Msc. Income

MiICROBILT




Data Collection MICROBILTQ

Gaining access to data can be difficult even by traditional methods.

In many cases, the data sets that you want will be owned by entities (telecommunications
companies, utilities, or retailers, for instance) that may not want—or are not allowed—to share
them.

They may not want to take the risk of offending their customers by sharing the information, and
they may not have an immediate incentive to find ways to share it, even with their customers’
consent. Regulatory requirements and privacy laws may prohibit lenders from gaining access to
certain types of information.

Governments are likely to be particularly cautious about sharing identity and other data mining.




Touch Points

-

now you can.
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We are moving to a credit industry where the
consumer can participate in their credit profile.

Interactive

Self reporting is automated — online or
scan/email/fax in paper & digitally convert

Based on positive performance

It helps...
The Consumer
The Credit Bureau
The Lender

The Economy




Data, data, data MICROBILTQ

» B AN

Growth of digital universe to
40 zettabytes of usable data.

Zetta is a unit prefix in the metric
system denoting a factor of 10%! or

10000000000000000000000

Zetta means “a lot”.
Be resourceful

For the financial services market big data’s most
profound impact lies in unlocking access to
credit.

Out of 70m consumers 46% are reasonable loan
candidates.
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Role 1
Its needed for people with no data so you can now score them

Role 2
Greatly enhances the ones that are in the credit system

World Bank research shows that an estimated 2.5 billion
working-age adults globally—more than half of the total adult
population—have no access to the types of formal financial
services delivered by regulated financial institutions that
wealthier people rely on. Instead they depend on informal
mechanisms for saving and protecting themselves against risk.




Worlds Unbanked MICROBILTQ

Counting the world's unbanked
NEEFIY 2.2 billion financially unserved adults live in Africa, Asia, Latin America, and the Middle East.

Percentage of total adult population who do not use formal or semiformal financial services

N 2E-50% I s1-75% I 7E-100%

Central Asla & Eastern Eurnpe ) East Asia,
145 millian adults - : Southaast Asla

4 9 D/ - : - : 876 million adults
D ey 59%

Highi-income OECD countriea
B0 millicn adults

bMambers of Crgasstian 08 EEShomic
ool an i andd Dl =it}

South Asia
612 millian adulis

. . 58%

5 /u ._' ' 67 tyn e

Sub-Saharan Africa
326 million adults

ot 80%
2,455 million adults o

53%
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USA — 25% of population or 80 million people.

After the financial crisis in the US, 21% of American consumers saw their credit scores fall by
21 points or more, many are seeking to rebuild credit by demonstrating ability to repay
through a more widely conceived consumer profile.

“National Inclusion”
Helps close the financial gap between lenders and borrowers, creating greater access to
finance for underserved populations.

Reliable customers overlooked by traditional models

Credit inclusion — also affect consumers ability to gain employment




Help the Consumer

Financial Literacy
Transparency
Savings

MICROBILT)

Creates functioning financial
markets that contribute to
sustainable growth and
economic development.

Can reshape the financial
topography of a country
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Alignment... Technology / Consumers / Timing
Technology...
Mobile & Smartphones...
Electronic Infrastructure...
Accessibility... Close the information gap
Availability of information
Data... Massive amounts
Growth...

Security...
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PERC (Policy and Economic Research Council)
Lead by Dr. Michael Turner, June 2012

Excerpts and study findings:

“First, with alternative data more people have scores and can be accepted.
Second, with alternative data, the performance of the scoring model improves
(for those who already had scores) and so better predictions of risk are made,
resulting in more people being able to be accepted.”

“Strongly suggests that the general impacts from adding alternative data to
credit scores are robust for macro-economic conditions.”

“The preponderance of evidence establishing the value proposition of
alternative data is overwhelming and incontrovertible.”
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Credit reporting systems are very important in todays
financial system and having a relationship with one like
Credit Info is almost mandatory.

Creditors consider information held by these companies
a primary factor when they evaluate the
creditworthiness of data subjects.
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The information flow enables credit markets to function
more efficiently and at a lower cist than would
otherwise be possible and is an activity of public
interest.

Negative and Positive Data




Credit Bureau

et
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Internal & External Information, But...

Why can’t the credit bureaus get all this
information housed in the same databases as the
information used for “traditional credit?” It comes
down to simple but important business reasons:
information availability and compliance with laws
like the Fair Credit Reporting Act (FCRA).

One of the secrets of business is to know
something that nobody else knows.

Lenders need to look into the future to determine whether
to make a loan. It used to be that the most reliable way to
predict the future was to review the past; for centuries,
long-standing banking and credit relationships provided
banks with a reasonable basis for extending credit.




Modeling MICROBILT ©

: [ 1]
!

Even the biggest credit reporting companies agree — “Can 20th-century credit
scoring models really address the economic realities of the 21st century? By the
early 2000s, many lenders had begun to worry that the old ways of scoring
customers really were getting, well, old.”

Converting Data Into Credit Insights

Need for advanced credit-risk modeling capabilities. But incorporating
these kinds of new data will require some big changes in people,
technologies, and approach. Three key areas for change are talent, IT,
and the collaboration between risk and marketing teams.

Talent. Even the strongest lenders will likely have to develop new skills
to create risk models that capture the predictive potential of available
data. Providers should involve people from several areas; primarily,
this means statisticians with the technical skills to analyze risk
variables, and it could mean adding to the army of PhDs. However,
even the slightest reduction in loss rates will justify these hires. For
institutions without advanced skills, the benefits are commensurately
larger.
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Alternative data not included in credit bureau reports could have generated $1.7 billion for credit card issuers
and $1.9 billion for auto lenders in 2012 alone in the US.

43% of banks are actively involved in developing products and services for underserved consumers.

Even though the designs used to build our traditional credit decisioning structures are still fundamentally sound,
the ground beneath them has shifted.

Is there a better way to identify current customers who may default?
How do | acquire customers more intelligently than my competitors in this environment?
What is the most effective way to maximize profits from my existing customers?

How do | segment and prioritize my collection accounts for the highest return using limited resources?




Examples
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European Credit Research Institute

The bureaus say this will bring millions of people into the financial
mainstream while helping lenders make safer credit decisions. It also
means the bureaus can offer their clients reports on more people.

An Asian lender found that delinquencies on mobile-phone bills were 60
percent more predictive of eventual small-loan defaults than were
delinquencies on loans from other banks. Even the choice of payment
plan for the phone bill, a seemingly unimportant variable, was found to be
just as predictive as the second-best variable available from the credit
bureau.

A Latin American consumer lender found that analyzing recharge
behavior—the pattern in which a consumer “tops up” her prepaid mobile
phone account—more than doubled its predictive power compared with
the use of simple demographic data alone.
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Large amounts of data and a
better understanding

Performance modeling

Design mathematical tools to generate
consumer scores that prove predictive of
credit-handling performance.

* Speed & Power

“How reliable is this information in making risk decisions?“

FICO answered this question in 2007 when it released the FICO
Expansion Score™, which uses alternative data to produce a credit
score. The company was able to demonstrate that the FICO Expansion
Score is comparable in its predictive values as traditional credit scores
when evaluating credit.




What it does... MICROBILTQ

Business
* Lending and predictive intelligence
* Better identification

* Allows for better lending opportunities, decisioning and loan
performance.

Significantly reduces underwriting costs and allows for better
insight into consumer payment behavior.

* Increase overall approval rate & performance of loans
e Scoreable with alignment
* Use both — Traditional & Non-Traditional

Consumer
* Borrowing opportunities
* Better rates
* Build assets
e All without having to go into debt
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Date of Birth : search
Aualialst

Tax Number 000000001

E— CREDITINFO

Date of Birth  1984-02-20Courtry Of Bith b

Reg.no: C 99999 25/06/2012 08:18:43
Reg. date: 29/09/1994
Name: ABC123 LIMITED Add to monitoring
Street: 1, MSIDA ROAD
Locality: Gzira H[Report ref.:
Post Code: GZR 1430 2999112

Country: MALTA

Telephone: 12345678
Fax: 12345678
Web: www.abc123.com.mt
E-mail: info@abc123.com.mt

Pubrioech Muriaech Legal Form: Private Limited Liability
ClQ Fraud Alets O CIQ Fraud Alerts Company Status: Active

Third Party Activity: Importer and distributor of marine supplies

Company Credit Report

Financial Highlights in:

Payments profle Past Due Amount Sum (open contracts)
stalus Max Nr. of Dus Instalments (last 12 months) —spen contracts
Max Nr. of Due Instalments (last 12 menths) —dlosed contracts VAT Number: MT12345678 2010 2009
Nr. of months since last closed contract with Negative status EurEur

Outstanding Amount of last closed contrad with Negalive status Last Annual Return Filed: 29/09/11 Issued Capital: 123,456 123,456

Last Accounts Filed:06/10/2011 Turnover: 12,345,678 876,541

- Total Assets: 8,969,875 125,879

Affordability and Over- ircdserkess a ar .

Affordability and Over-ir Net Worth: 123,456 56,893
B Outstanding Amount Sum Pre-Tax Profit: ~ -12,344 123,546
Centracts Monthly Demonstrated Affordaniity

Total monthly payment
Monthly Instaliment Amount/income RISK INDICATOR

Nr. of Closed Contracts
Nr. of Open Guaranteed Coniracts 1A
Eur3,750

Low to Medium Risk Credit Limit is based on the latest financials filed and
should be taken only as a guide. The maximum limit
is 400,000 (currency as per financials).

Feskass
Court information and other defaulting debts
Payments profie Payments profie Amounts shown may include contested claims as well as settled claims
B = 0| =
Registrations:Yes
Claimants:

Malta Co Limited
Sample Co Limited

Other Court information(This information bears no weight on any conclusions reache




Report & Score

|Applicant information

CONNIE KELLEY

453-39-T588

Driver's License |ssued: TX 10000884

4438 WONDERLAND DR
PLAND, TX 75083

Home Prans: (214)728-1478
Additional Addresses

Additional Alias
GONNIE L KELLEY
[Average Occupani Reported Addresses
Not Reported®

* Based on reporled dala

Predictive Repayment Habits Summa Count Amount

Bad Crecks / NSF (Totals)

0

Write-offs (Totais)

‘Credil Card Rejections (Tolais)

‘Sent To Colliections ({Totals)

Retums {Totais)

Delinquencies (Tolals)

Scorecard
FICO® Expansion® Score

Factors.

PRBC® Credit Profile w/ FICO® Expansion® Score
Reported

Collections

Credit Overview

Delinquencies

1072013

Public Records

Collections

Bankrupicies

Liena/Judomenis

Suits

Evictions

Foreciosures

Repossessions

Charge Offs

Banking Detail (Retail Hiema)

Banking Detail (Previous Inquiries)

2

Banking Detail {Check Orders)

[

Ingures

0

Current | Past | Open Accounts

01010

Income Employer

Score

This scorecand ranges from 300 to 850 with

Namber of checking account forced ciosures

300 being the lowest possivie score

o9 on Bccounts 100

[Banking Detail
[l ACCOUNT CLOSURES
SUMMARY

[l ACCOUNT CLOSURES
oeTAL

[ ACCOUNT NQUIRES
SUMMARY

[l ACCOUNT INQUIRES
DETAL

MICROBILT)

TN KT KN KT N KT TN N

° Duys nce most ecent cosses o
o0 Average nume of s betwosn cosres o000

FIRST STAR BANC
fhtoeton
e2a0m2

reezn

T i—

Lengtn of time tsiepnane service nas been estacisned

300 a0 G0 6N 640 G G0 70 70 850

Impcrtant apgication data missing

Score

This scorecand ranges from 100 1o 899 with
188 being the lowest possible score

DDA CLOSURE(S)

RECENT INQUIRY ACTIVITY

00 150 00 I a0 S0 @0 w0 899

Scorecard
Thindex Score

Factors.

Score

This seerscand ranges fom 280 o W0 win )

impertant Appication Oata Mssing

250 being the lowest possibie score.

Reason Code: 00

Aeason Code: 00

Resson Code: 00

[Property Report
. Record Type: Assessor
Tax Year:

Property Address WONDERLAND PLANO TX 75003

First Ouner KELLEY CONMIE
PLAND TX 75083

3802 00F0170-1
13802 00F0170-1

Sudvision Name:

Buising Sze.

eperad iy & 0

P

I e )
S0 vaiie o S232.766, 3 3 1ol et ke of 232706
oo o 30, svvenvad vaom of 324,043, 4nd 1ok et vilon o $539,083.

50, sesensod v of SZ23.291, and 3 1ol ranet vikow o $223.29

EE O ors st o peymarts. 25,00 k3 et Gand eAChons: O pueer
ST, mura of veices micating nc pad a8 B 0

corn e o foowrg. 1) rperie apgicatn G masg
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. prbc Reporied: D8/Z02012 537 AM EET REF# DCG23455T 851234 55750234 567
Lt i

— 720 =
Consumer, John Q. Lot

SEN 462-32-4990 : o
Your credit rating is: Very Good
Cate of Birth: Ociober 06, 1531
: Son GUINGY CONSUMER How your score compares ta people nationally

Bottorn 20% 50% Top 20%

Your Bill Paymant Summary

Acouni Type humber of PREC Aocounts Since Lawi Late Payrrant

LAST UPDATE: O7AI72043
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We are coming to a point
where alternative credit
is not alternative at all.

It’s not a question of whether lenders should be using
non-traditional data, but how soon they can start incorporating it
into their decisioning processes.
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Thank you.

Sean Albert

Senior Vice President, MicroBilt (usa & uk)
Office: +1 770 218 4400 ext. 4884
Email: sean_albert@microbilt.com

www.microbilt.com
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