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Managing through this Black Swan Event !
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Execute Your Path of Resilience

Short-term Medium-term Long-term
Regroup Strategize Growth
Understand impact of current Differentiate recovery patterns, Be agile in responding to
events, and available data & use high frequency data to changing patterns. Capture
tool set to address; triage enhance decision tools, define forecast for pre-covid19
strategy treatments treatments for new segments baseline and Covid 19 results

to capture Covid 19 impact.

Strategize to meet client, business and regulatory trade offs

Integrate with
decision and
communication
tools

Segment based on
trends that indicate
recovery path

Pre-Covidl9
behavior (baseline)

herd Simulate scenario Evolve responsive
Comprehensive analysis to forecast measures building

for future resiliency

portfolio/consortium and manage

sensitivities expected recovery
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LONDON (ReutersJhe novel coronavirus has upended how - - - - - - -« -« - - -
banks manage lending risk, with decades of data rendered moot ©= * = * * * *~ © © * °

by a oncean-a-lifetime mix of global economic shutdowns, . . . . . . . . . . . ..
unprecedented government support and an uncertain pathto. . . . . . . . . . . ..
recovery .............

- Reuters Business Newlsine 22,2020  °~ °~ °~ -~~~ *~ = *~



Risk Models will Continue to Rank Order Risk

A Scores will adjust to the ebb and
flow of recovering economic
journey.

A Payment Holiday actions are
masking short horizon risk view.

A Odds will change across the
spectrum.
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90+ dpd over 24 months)

Odds (default
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Odds-To-Score Relationship Can/Does
Shift in Response to Changing Economic Conditions

Score resiliency is demonstrated by the fact it
continues to rank order, but odds can change

significantly. And take a bit of time to a recover
to pre-recession performance state.

550

These measures were
assessed looking backwards,
suggesting there is possibly
exogenous data that might be
indicative of changing
performance, real time.
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Auto Loan Odds to Score Returned to Pre-Recession Levels by 2011

Odds to Score on Existing Auto Loans

1000.0
_ Performance deterioration was not as profound for the auto
2 industry in this cycle, yet it still took 6 years for performance to get
5 back to what it was in 2005 (2011 is sitting on top of 2005 values ).
Pl These same measure do vary across different regions and
¢ segments within a population and will do so again.
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Natural Disaster Related Performance Timeline

Q1 2018:
Delinquency rate in
~ : severely impacted
MDY 26 counties peaks
Figure 1: 90+ Day Delinquency Rate for TX Payment Stresses

79 Largely Reflected in
Credit File

6%
é Late Aug 2017:
= Bl Harvey Makes
g - Landfall
g 90 days of forbearance
S 39 delayed bureau
= . performance changes at
Con —a least 4- 6 months..
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Sowurce: Corelogic data 0 2018 CorsLagic, ine. 20 righls resensed,

https://www.corelogic.com/blog/2018/09/the-impact-of-natural-catastrophe-on-mortgage-delinguency.aspx
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https://www.corelogic.com/blog/2018/09/the-impact-of-natural-catastrophe-on-mortgage-delinquency.aspx

Lessons learned to bring to this crisis

ADuring the last financial crisis
A Full impact understanding required retrospective analysis

A CB based research was helpful as an overall diagnostic/benchmark but,with lagged
Information

A Crisis exposed the limitation of analytic approaches i 1) lack of data that explains the
motivation behind behaviors and 2) too little focus on the differences in current times
versus historical cycles 3) recent observed data needed in time of crisis to predict

future behavior

AFICO Priority Now
A Engage with clients on urgent priorities now, and on-going to the next steady state.
A Adjusting analytics to look forward to navigate this big change
A Focus on understanding consumers in this new context
AReview contextual knowledge beyond the
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Imagine all of these individuals have a FI€&zore of 680

They each took their own unigue credit journey to get there

Some are resilien |y . "W eq \Vhile others are

t0 an economic T RS a1 more sensitive to d
downturn. Yo v a downturn.




FICO®Resilience Index
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A Rank-orders consumers based on their sensitivity to economic stress
AHel ps |l enders identify fAlatento credit ri sk

periods of economic disruption

A Designed for use in conjunction with the FICO® Score (non-correlated)

A Score ranges from 1 to 99 (lower A more resilient; higher A more sensitive)

Resment‘un\uu]nu||||‘|||||||HL||||n‘nn[ln]nldun)nl\nn\nnynn\nn|||||\||||||||| Sensitive
FICO Resilience Index Scale

99
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FIC®Resilience Index Differentiates Resilient vs. Sensitive Consumers

90+ DPD Rate

Normal Economy

Great Recession

All Consumers 20% Most Sensitive

20% Most Resilient

@ FICO® Score 680 @ FICO® Score 680 @ FICO® Score 680

12.5% 14.0%

20.7% 29.3%

Bad rates were 65% t

higher for consumers

with a 680 FICO Score FOf consumers in the
in the Great top FRI quintile, the

Recession. bad rate was more
than double that in
the normal economy.

11.8%

13.7%

In contrast, for
consumers in the
bottom FRI quintile,

the bad rate was only
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Consumers Very Sensitive to Economic Stress Disproportionately
Drive Losses

All Industries, Account Management Population

Percent of All Trade Lines 90 Days past
SOTERLERN  7coriolscoreBanToale | Dy wihin s Band Observed o
2007-2009
580599 5.6% 19.1%
620-639 10.9% 32.2%
640-659 13.8% 38.1%
660-679 15.1% 40.0%
680-699 14.9% 38.6%
700-719 12.7% 32.6%
720739 10.1% 28.1%
740759 7.4% 21.6%
Total Population 6.4% 23.2%
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