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About Creditinfo Group

« Established in 1997

« Dynamic & innovative

« Experfise in emerging markets

« Cooperation with local partners

« 26 operations with a presence in
37+ countries and 4 continents
and still counting

* Fasting expanding Credit Bureau

Creditinfo
Operations

* Benin

« Burkina Faso

« Cape Verde

« Czech Republic
« Estonia

* Guinea-Bissau
« Georgia

* Guyana

* Iceland

* Ireland

« lvory Coast
* Jamaica

+ Kazakhstan
 Kenya

i

« Latvia

« Lithuania
« Mali

» Malta

* Morocco
* Niger

* Romania
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* Senegal

« Slovakia
» Tanzania
= Togo

« Ukraine

X

2

3

>l

o

3rd Party
Credit Bureau

» Afghanistan
* Indonesia
*Iran

*Iraq

» South Sudan
* Sudan

Othermajorsystem
installations

- Germany
« Palestine
* Spain

+ Tanzania
* Turkey



Data and Analytics Decisioning

External and internal
data sources

e  Generic and/or bespoke
risk models

e Customer value analysis

e Policy Rule Strategy

e Offerresponse models

e BEE — Business
Evaluation Engine

Monitoring Implementation

APS - Application
Processing System

e  Connectivity —
Multiconnector

Loan Management System

Intelligent Business
Reporting

Creditinfo
Fastest Expanding Credit Bureau

Managing Credit Bureau in 26 countries and majority emerging markets :
- AFRICA: Kenyaq, Tanzania WAMU - Senegal, Cote d'lvoire, Benin, Niger, Guinea
Bissau, Mali, Burkina Faso, Togo, Morocco

- EXUSSR: Azerbeijan, Kazachstan,
- Other emergin regions: Asia
Creditinfo Vision of Credit Bureau - Single Data Portal of Multiple Data

Sources
- Financial Institutions — Bank/MFl/insurance/Payment Services
- Business Information — Corporate, SME, Director Links
- Other Payment — Mobile Phone, Utilities
Direct to Consumer — MyCreditinfo
- Government - ID register, Electoral Roll, Tax
- Value Added Products — Scores, Blended Scores, Monitoring,

Focus on complete solutions in risk management:

- Providing scoring, decision engines, pricing modules, etc.

- Credit Scoring

- Consulting on credit processes, risk management, seminars

- Fraud prevention, work flow-, collection-software & other credit tools

Independent ownership of employees and industry experts.



Challenges faced by SMEs & MFls
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Percentage of total adult population who do not use formal or semiformal financial services

N 51-75% I 76-100%

Central Asia & Eastern Europe

193 million adults

East Asiag,

Southest Asia
876 million adults

59%
South Asia

412 million adults

58%

*
- ﬂlﬁ?lﬁ.zﬁéﬂulta\iﬁi}\’ Yy
e 67%

High-Income OECD countries

60 million adults

(Members of Organisation for Economic
Co-operation and Development)

8%

Latin America
250 million adults

65%

Sub-Saharan Africa

326 million adults
Total o
2,455 million adults 80 /0

5 3 % Source: McKinsey / FDIC




Challenges in Microfinance

« High interest rates & hciégh transaction costs (average microloan globally 1'026 USD
at average rate of 30%)

* |Inadeqguate donor funding (often related to high risk)
« Limited management and infrastructure capacity

« Danger of systemic credit risk in which default borrowers worsen the whole system
(over-indebtedness main concern *)

 Low level of technical understanding of banking and finance

« Limited diversification of innovative products for different market segments
« Difficulty to achieve profitability

« Regulations regarding transparency and credibility through disclosure.

« Lack of knowledge (general public) about microfinance services.

* Source: Microfiance Banana Skins 2011




The MSME Sector

Small (incl. Micro) and Medium Sized Companies

need credit

« Asmuch as 224 m. SMEs need as much as 3.000% bn.*
« Asmuch as 221m. in middle or low income countries*

Commercial and Consumer Credit Reporting is key

- Making credit granfing to MSMEs possible

- Ensuring responsible lending

MSME sector
INn Credit Bureau

Around 60% of
MSMEs have no
credit history

50% of MSME owners
use personal bank
account fo finance
their businesses




Credit Bureau Solutions
for Low Income
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Credit Bureau Reports
can be very complex,

as well as other sources of data

Crediin® QuestiC )

Humim o
CRIF s i

m Ermsimis 0

Cantracts List, Role :hdain Dibtor

H no Comracs Summar]
ol

summargovall conlr
s . = o s inand
Pt . = o rinan]
W I o S
Yk Ll
asmain deblor toode
e S an

Felations

F ]
i

Gutandng Jeant Sun
ganni-open g

el Beunk S

st

uhndng i Hani

Fffordability and

aiordall i 2Lm ma

P Lt vl

atarasn 1y hislory

My Sy Em

perlat Pl
e
a3
e e
1
2
-
EE

nmz 0

nmz
1mz
amm

ran
Pamens 6:2012-7 1

Rerid Bl
[E23 Mo
sz
e
1z

2

.0}

Fr

nan

et Mawurk Sam

absalierhpe  poe e ol moan| b lming pasitie
Cortacs
s e I inosm i zmm 1o
Payments
i B Calendar of Payments
5
9'" mUInNEa[ BIEMME GLDR M} LW PDIE IADIL MOl WML MDD R MU
Contracts List, ol Smame s ] eSunmanf'erarks
e du R asmalnded rfaodebkr - op enconirack
Jr——— Pament 62013-7 22

AOEDI0 N Tl Ul

Ik L et LR
kg M DT ol P
] \BEnio-openankak
Ietd Aot MO0 I i Lt
ek L et LU
Gabing bt A0 Ichd P I pents
Contracts Details

Open Contees as Debtor

hsiment
conracide [l
Il it WanDabloy b ac Mo Leninet
e Cerinct LT Ui by
Neparhnoen  Pumdod shalmmde  atbelp

:::;-‘Hld\l'lnl[lmnimunlu _—

Gmacslmhet W
Ry
hey daks
iy W SERTY
Lk upti W HalEndUie

i 12l conirac] e Bils

Irsrik b

M. L bt

% Nemunt sncnty

0 haalmnt Motk

ainm
]
1
a0
Qi
Gz el
tria
m
Timm
w
o

The credit report typically
includes over 150 data items.



What are Value Added Products from a CB Perspective¢

* A way to understand complex Credit Reports

k-

« Using the raw material (data) for multiple purposes Credit Score /
. . . Y Blended
« Enabling you to use that data in precise format to =
meet business needs I :
 Throughout the customer lifecycle |
N
st Customer Management
Bl o Monitoring
. _‘; ] R R RTEEEaTE IS B I
== Benchmarking

Credit Report




Benefits of Value Added Productse

Risk Management Benefits

« Early warning of payment problems

« QObserve trends of worsening payments

« Bad Payers go to Easy Targets, Non CB Users

Efficiency Benefits
 Less Documents
* Faster Decisions
 Reduction in Cost

Sales and Marketing
« Higher Accept Rate
« Cross Sell

Value Added Products

Benchmark Report

Fraud Prevention
Monitoring

Prospect Credit Report PLUS
(New/Current)

International

Business Reports - -
? Acquisition Application

Processing
Blended Scoring

Web Services

Business Information
Report

Customer Creditinfo Predictor
Management

Clearance
Report

ID-EYE
Self-Inquiry Report
KYC reports




Three Value Added Products important throughout the CLC

The Customer Lifecycle

Benchmarking
Prospect Application
(New/Current) . Processing
Acquisition
Monitoring
Web Services

Customer
Management

Scoring / Blended




Credit Scorecard

* A way to understand complex sources of data.

- Enabling lenders to use that data in precise format to meet business needs
- Throughout the customer lifecycle (application, monitoring, collections)

Credit Report, Application Data, Mobile Data

Risk assessment

% probability Risk category / description

Probability of default 51,1 5% -: m

Probability of insolvancy 29.47%

Loss provision

The most decisive factors in risk score calculation:

Posltive factors: Negatlve factors:
1. Payment average 1. Avg. CIP-Score of Related Companies
f 2. Total Board Members ‘ 2. Negative Queries
S I i i i i '’ A iv}ii’ hfilhhl iR} RN}t I, — 3. Payment average 3. Current maturities of long term debis
™ » ThisPC » Local Disk (C:) » Users » DefaulthppPool » AppData

-, " MName Date modified Type Size

* Local 02/12/201511:01 File folder
LocalLow 02/12/2015 11:01 File folder
Roaming 26/11/201518:05 File folder




Scoring — a Stafistical Model

A scorecard is, basically, a statistical model
that predicts the performance of cases,
at some future point in time,
given information at the current time.

It uses a formula to convert

pieces of information into numeric values.

High Risk Group Low Risk Group Usually, the higher the score, the lower the probability
that the account will become Bad.
Higher Score = Better Quality



Why Blended Scoringe

What is the important factor in

the risk of a business?e

(A)The businesse

(B)The individuals running and
owning the businesse

Answer:

It is proven that it is both individuals
and the business performance that
IS important.

We have measured the impact of
each



Why Blended Scoring

MSME's have some unigue characteristics

- Finances of the owner and the business frequently intertwined
- They are often dependent on the owner's personal actions

Information

Bigger Debts on Average

Business Person

EUR3,500

Consumers

EUR 900

More Credit Report Enquiries on Average

5 peryear

2 per year

- They are more affected by credit losses
- Seasonal revenue trends are difficult to monitor or predict

- Especially when there is lack of financial information about the business




Why Blended Scoring

The smaller the business the greater the owner-
centricity

At which point will the owner’s risk be the same or
more then the risk for the company as a whole

ScoreCards need to be adjusted to the size of the
company and adapted to specific parameters

Credit Bureaus that only provide either consumer or
commercial data are unable to provide the holistic
view needed to evaluate MSMEs



The Importance of
Blended Scores for
Small Businesses

Real Example
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How Blended Data can Improve Risk Performance

How the use of blended Data can improve your decision

Company Information

Related

Companies
— Holding & Subsidiaries

/

Company
Bad Debt

Payment
Information

1
=
s

Balance Sheet

! P&L

Year on Year
Trend

v

Ratios

Negative &

Other Seorches.

Industry
Comparison




« Tax Salary

Owner Information: How Blended Data

can improve Risk
« Bad Debt P f
« Personal Assets errormance
« Previous Directorships <
- Age Adding Individual variables

will increase the predictive
strength of MSME Scorecards




An example of an MSME Creditscore

Using business information only:

Q U estl o n : Risk assessment % probability Risk category / description
. Probabilty of defautt BEEE o« JHEE
Would you lend this company . =
rebability of insolvency 4089 Watch

without including information
about its owner?




An example of an
MSME Creditscore

Informaftion about the owner
reveadled:

- A poor score of related companies
- Negative payment remarks on the owner
- Linkages to bankrupt companies




The result by using blended Data:

Risk assessment % probability Risk category / description

Probabilty of defaul m EEE HE-'B

Probability of insolvency Extreme Risk +
Risk assessment % prbability Risk category / description
Probabilty of defaut % EEE <EEE
Probability of insolvency 4 08% Watch

Would you still lend
this company?¢




Comparison of SME Model Power

Clear Increase in the
DeC|S|On QUO“Ty Director Score Business Score Blended Score




Credit Scoring for Low Income
New Technology - Times are Changing
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Problem Definition — short
term & low value loans

Mobile Loan Products — Kenya example

Loan Amounts from 1’000 KES
Small loans over short period (high frequency)
Relatively new product to many banks

New customer data limited to Mobile Phone usage
and other external data such as credit bureau (few
expected to have history in initial phase)

How to on-board low income clients without increase
of NPLs?¢



Problem Definition

Developing Long Term Customer Relationship
from Initial Minimal Data For the Low Income

Initial Decision Minimal Data Using Mobile
Usage and Other Sources (1)

Managing Losses through Allocation of
Limits by Risk (2)

Cementing Customer Relationship through
Expansion of Limits over time (3)




Solution Overview

Developing Long Term Customer Relationship from
Initial Minimal Data For the Low Income

Initial Decision, based on Mobile Score + Bureau Score
+ Rules

High Accept Rate
Low Limits

Subsequent Decisions, using Behavioural Score +
Bureau Score + Rules

Accept - Decline
Higher Limits over fime

This information is available so customers can be
pre-scored




How Credit Scoring
assists small value lending
- real case studies
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Behavioural Scoring Creates Bottom Line Benefit

Situation

A small loans provided with wide network was making manual decision in face to face
meeting. Decisions were made manually under wide guidelines. Customers would take
mulfiple loans each year, often with 2 loans running in parallel.

What we did

We infroduced customer management system and behavioural score. On each cycle point
a score and maximum limit was calculated and 3 possible recommended new loans made
for those customer which were eligible by the system rules.

The result

Client facing staff appreciated the support and guidelines. Benefits were seen in both;

Increased sales where sales staff too conservative reduced losses to higher risk customers
whose relationship with the staff made it difficult to say no

Source: European Bank




Profit per Customer

Contribution

€12

Bottom Line Benefit

A well managed Scorecard Solution

can generate increased Profitability.

This Bank increased conftribution by €12
per customer per annum

Time

Source: European Bank



Benchmarking
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Benchmarking

« Compares key performance metrics of the client portfolios with those of the
market

* The information is derived from credit bureau data

« Typically changes to a lenders credit risk strategy are measured against previous
performance

« Benchmarking offers MFI's the opportunity to evaluate the tfrue impact of their
credit and customer management strategies against the marketplace in which
they are being deployed




Benchmarking

Benchmarking offers the following types of information:

Market Share
Default Rate

Current Customer Portfolio

Marketing Effectiveness and Competition

mmmmmmmmmmmmmmmmmmmmmmmmm
4000 Q00000 —"=-H0000000 00 oo~
HHHHHHHHHHHHHHHHHHHHHHHHH
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Benchmarking

Market Share — Number Of Contracts

9.0%
8.0%
7.0%
B.0%
5.0%
4.0%
3.0%
2.0%
1.0%
0.0%

2011-12

2012-01
2012-02
2012-03
2012-04
2012-05
2012-06
2012-07
2012-08
2012-09
2012-10
2012-11

2012-12

2013-01
2013-02
2013-03
2013-04
2013-05
2013-06
2013-07
2013-08
2013-09
2013-10
2013-11

2013-12

* The report shows, for each month, the percentage of new consumer loans in the
market which were attributed to this lender.

* The Start Date reported to the bureauw is used to determine the appropriate month.

2011-12
2012-01
2012-02
2012-03
2012-04
2012-05
2012-06
2012-07
2012-08
2012-09
2012-10
2012-11
2012-12
2013-01
2013-02
2013-03
2013-04
2013-05
2013-086
2013-07
2013-08
2013-09
2013-10
2013-11
2013-12

B.0%
9.0%
8.3%
8.4%
78%
6.7%
6.8%
7.0%
7.1%
73%
74%
7.0%
6.5%
7.3%
7.2%
B.5%
6.3%
6.2%
5.6%
5.4%
5.2%
4.9%
4.8%
4.6%
38%




Benchmarking

Default Rate

20.0%

15.0%

10.0%

5.0%

0.0%

2011H1 2011H2 2012H1 2012H2 2013H1

= Default is defined as having a status of “Terminated In Advance Incorrectly Because Of
Clients Megative Behaviour” or has a status of “Existing” and is more than 30 days past
due as of the most recent snapshot date

= The 5tart Date of the contract is used to determine the time period.

* H1 refers to the first & months of a year, and H2 is for months 7 through 12.

2011H1
2011H2
2012H1
2012H2
2013H1

Mirage Bank
26.3%

21.0%

16.9%

14.1%

9.9%

All Other Fls
21.8%
16.4%
11.0%
12.6%

8.0%




Benchmarking

Risk Grades

5%

0%

15%

5%

mE R ERRRR

CmM o~ o~

L i

g a9 3q

]

]

=

EEEEEE

SRR

.Hl..._._zd...._._l
™ =l o o

&

2

=

ar

=

o

Lo

@ o

Ea<wo0U0B

9.4%

9.7%

D2

10.4%
20.5%

11.3%
22.2%

D3
E

J

= @ 0 0 Gz

I

i [ |

-

B All Other Fls

B Mirage Bank




Real Example: Portfolio distribution split by risk grades

MFI "ABC" Other MFls

Active portfolio - distribution, % Risk Active portfolio - distribution, %
grade number of loans of number of loans grade of number of loans number of loans
A 6.1% 5.4%
s 8.3% 7.9%
C 12.2% 21% 11% 12.3%
o 25.6% 12% 7% 24.7%
B 27.8% 17% 3% 30.2%

“ABC" has much higher concentration of the portfolio in the high risk
grade, while other MFIs are focusing on the low risk customers.

Therefore overall performance of “ABC" is significantly worse.




Monitoring

The Customer Lifecycle

Benchmarking

Prospect Application

(New/Current) e Processing
Acquisition

Monitoring )
Web Services

Customer
Management

Scoring / Blended




Who Should Banks, Retailers,
Telcos, MFIs ,etc., Monitore

ALL
Customers




Customers Change Over Time

July October December

&
Q‘o
K3

Credit Card Car Court Ruling




Benefit to Banks, Retailers, Telco, MFI efc

Monitoring module automatically nofifies subscribers about

events and critical changes related to the portfolio of their own clients.

Manage

Transfer

Understand the
Customer needs

Reduce Exposure Improve Collection Increase Sales




Monitoring Module

The list of critical changes which generate nofifications

Description Parameter which can be set

New negative status of subject has been reported -

New negative status of contract has been reported -

New contract of specific type has been reported Contract type

Contract with Total Amount which is greater than defined amount has been _
Amount in local currency (AFN)

reported
Change of client’'s surname, company name or contact information has been
reported
N f t instal ts which has b ted | ter than defined
umber of past due instalments which has been reported is greater than define Number of due instalments
number
Total number of open contract is greater than defined number Number of contracts

Past Due Amount of any opened contract is greater than defined amount Amount in local currency (AFN)




Monitoring Module

Email notification example:

H b Manitoring notifications 2013-12-13, Group VIP Group 01 - Masagfﬁ
¢

.HI!. MESSAGE b
¢

~ ™, ™, ¥ [ T -

(G Ignore x /j (E(i S [F2 Meeting BC prezentace 3 To Manager ¥ oRules £ h ==| »J
E Team Email v Done _@ OneNote ‘:

Delete | Reply Reply Forward [7 . —1 | Move Mark Categorize Follow

Junk Py AFI)IY I:-@ More Q Reply & Delete ¥ Create New v . HActions' Unread % Up~ J
Delete Respond Quick Steps IFl Mave Tags ?

Thu 12/12/2013 16:03 4
Monitoring notifications 2013-12-13, Group VIP Group 01 1
To Stolec Pavol {
;

*

1

Creditinfo ID | Created | Type of client | Name of client 1D Type 1D Number Notification Type 5
333289 12.12. 2013 | Individual Pavel Benes | Tazkira Number | KBL-34405 | NUMPASTDUE; Number of past due instalments »= X )
1234 12.12.2013 | Company Coca Cola Tax Number 215444561 | NUMPASTDUE; Number of past due instalments »= X J

5468 12.12.2013 | Individual Radek Bittner | Tazkira Mumber | KBL-98744 | NUMPASTDUE; Number of past due instalments »= X

56498 12.12.2013 | Individual Matej Hron Tazkira Number | KBL-7894 | NUMPASTDUE; Number of past due instalments == X {
-

Total number of displayed notifications: 4 of 4 ;
P P e e P RS it R it T -u-f""'_‘f“'j



Automation — Application Processing

The Customer Lifecycle

Prospect Application

(New/Current) e Processing
Acquisition

1 Web Services

Customer
Management




Application Processing /
Integrated Solutions

Consumer loans processed in less than 10 minutes
On-line validation ensuring clean data

Reduced demands on the operator to qualify
application

Removes the need to include excel sheets or paper
documents (these can be supported if deemed
necessary)

Automated decision making removes objectivity in
considering and representing facts

Significantly decreases internal / external fraud
- DECLINE: the application in case an open
application for the same ID is found

= -Gl » B

APz

Enter Applicant’s
Personal Data

Automated Evaluation system
searches for histor

Enter Contract Data Credit Bureau Check

ical applications

. N
> 1+ A -

Underwriting

Uhar & qpaid e

Risk Report Contract Printing




Case Study

Situation Overview Improving Risk Management

. - MCB Finance Lender
An internet small value loan

provider initial rapid growth

Default Index

160

Experienced 40% Increase in 140
DefOUHS 120 —/
100 — ,M-/

Requested Support from
Creditinfo

-3 e n e
=1 =] =] =] =

Mthl Mth2 Mth3 Mthd MethS Mthe RMth? WMthE MthS Mth 10 Mth 11 WMtk 12

Note: Default rate Indexed to the value in Month 1 of the time period.



- Immediate quick wins from:
- additional data,

- Generic Scorecard
Predictor

- change to Policy Rules

- Changes to reporting
provided greater
transparency

- New scorecards and
allocation of limits ;

- reduced delinguency by
50% and

- reduced manual referrals
by 30%

Results

Default Index

N\

= /\'—“\/
100 —— \\/7\
80

D

Note: Default rate Indexed to the value in Month 1 of the time
period.

Implementation of
new rules and data

Implementation of
new scorecard and

/}'rmi’r assignment



Summary
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What Credit Bureaus mean for Financial Inclusion

 Credit Scorecards are the solution for the financial institutions for the excluded
and low income groups.

« Financial Innovation — new products reaching low level of the pyramid require
new tools, technology and data analyftics.

 Credit Scorecards are an answer to the Question: How Banks and other FlIs can
grow and increase profitability by being more inclusive?

« Credit Scoring makes credit worthiness of the low income groups possible.
« Credit Bureau Solutions improve holistic credit risk management

« Credit Bureaus are integral part of the solution for the inclusion of low income.




Thank You
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Contact Information

Tel.: +254 702 997 588

Email; agatas@creditinfo.com

Skype: agatacreditinfo

Contact Information

Tel.: +354 660 5515
Email; samuel@creditinfo.com

Skype: sammiwhite
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Creditinfo Kenya -www.creditinfo.co.ke -info@creditinfo.co.ke




