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Difficult topic since by definition… 
 
 

Traditional 
tra·di·tion  \trə-ˈdi-shən\ 
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  \ȯl-ˈtər-nə-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 

By Definition 



By Definition 

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… 

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. 



There’s more… 



Credit:  Now… 

Perfectly good people/consumers are being left out 
for being considered for what’s in. 

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? 

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  

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.  



Mobile Stats 

• 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.  

Currently, there are 

6.8 billion  
mobile phone subscriptions. 

The world's population is 7.1 billion. 



Social Identity 

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 



Direct Access 

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 
 
 



Direct Access 

* 



Direct Access 

* 
Real time access to over  

20,000  
financial institutions 
Worldwide 
     ….and growing 



Direct Access 

* 
Underwriting  
Collections 
Marketing 
     ….and more 



Data Collection 

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 

• 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 

Growth of digital universe to  
40 zettabytes of usable data. 

Zetta is a unit prefix in the metric  
system denoting a factor of 1021 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.  



Roles 

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 



Details 

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

 

Can reshape the financial 
topography of a country 

 



Why Now? 

Alignment…  Technology / Consumers / Timing 

Technology… 

Mobile & Smartphones…  

Electronic Infrastructure… 

Accessibility… Close the information gap 

Availability of information 

Data… Massive amounts 

Growth… 

 Security… 



PERC 

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.” 



Credit Bureau 

 
 
 

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.  

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 

 
 
 

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 

 
 
 

 
 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.  



Details 

 
 
 

 
 
 
 
 
 

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 I 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 I segment and prioritize my collection accounts for the highest return using limited resources? 



Examples 

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. 



Overall 

• 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… 

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 

• Scoreable with alignment 

• Use both – Traditional & Non-Traditional 

Consumer  
• Borrowing opportunities 

• Better rates 

• Build assets 

• All without having to go into debt 



Report & Score 
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Report & Score 



Report & Score 



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. 



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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