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Using new data sources to stay compliant
Norway’s Debt Registry and use in affordability calculations
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5% of Norwegians have
unsecured debt of more
than 500 000 NOK

These people hold
almost 40% of all total
unsecured debt
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Unsecured debt in Norway is high

SHARE OF INDIVIDUALS WITH UNSECURED DEBT, BY SHARE OF OUTSTANDING DEBT,
BY INDIVIDUALS WITH UNECURED DEBT
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Data from the Debt Registry
Is vital for any lender

Who has access
Available for financial institutions
when assessing loan applications

Y Whatis reported
g Registry only contains unsecured debt
——/ - launched July 2019

Who reports in
@ Any issuer of unsecured debt has a

duty to report
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Avallable information is valuable
— but does not paint a complete picture of debt

Three categories of unsecured debt

= — =)

Repayment loans Credit cards Charge cards
* Original loan amount « Credit limit « Interest bearing balance
« Balance « Balance * Non-interest bearing balance
« Nominal interest rate * Nominal interest rate * | s there a coapplicant
. Repayment period * |Is there a coapplicant

* |Is there a coapplicant
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Debt registry data helps
ensure consumer
protection and
regulatory compliance,
by...

\/ Verifying stated information from
application form

\/ Used when calculating applicant’s debt
ratio

\/ Used as input to affordability models
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Lending practice requirements for unsecured loans
— “the 5/5/5 rules”

& = (2 o

Affordability calculation  Debt ratio Monthly installments Refinancing
Must include normal living  Based on gross income No installment-free If refinancing existing
expenses. and total debt. payment period. unsecured debt:

does not have to meet all

Borrowing costs must Maximum of 5-year
¥ Should not exceed / other requirements.

include interest, loan " maturity, unless it is
S*Income. _ _

repayments, and 5% refinancing.

interest rate increase on

the customer's total debt.

Refinancing possible only
if new loan is smaller in
size, and total cost does

not exceed existing.
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Practical implementations of regulatory requirements
— Neccessary data sources

Calculating Debt Ratio
- Based on information from the debt registry
- Application form

- Tax information/last pay cheques

Affordability calculation Un-
- _ secured Sedceubrted
- «Normal living-expenses» is based on: debt

« Family situation, number of family members,
marital status and number of childrenn

* Applicant owns or rents property

Normal :
* Rental expenses - Housing
" iving expenses
» Monthly cost of secured and unsecured debt eXpenses
8,
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Affordability calculation
— Automating the process @

Property
info

N\

Unsecured
Debt

. pplication form Family
4_ data
Response with decisia
Secure
Debt
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Application process
— a classic example

Calling
Application ex;z:gal Automated
form decisioning
sources
(S 8
— X
Identifying Credit check, Applicant
applicant policy rule receives offer
checks, pricing
and limit

calculations
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Application process
— Automated with the right tools

Application
form

e @

Applicant
receives offer

Can be automated
learningnAy,.. in the same system -3



learningnAY,,.

Using customer data to remain compliant & competitive in Denmark
How daily updates on customers’ loan composition and transactional data can
help your organisation
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Global Consultant
Experian
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It IS all about Consumer Protection

ERHVERVSMINISTERIET Montakt Presse  Nyheder Publik

Ministeriet - Aftaler og udspil Love og regler

Nyhedsarkw 2030 Jun Ny er regler om cpger med kvikidn pi plads

egler om opger med kviklan pa

«The Government Nl":'
..is determined [

04-06-2020 Nyhed

to ‘flg ht’ the Folketinget har i dag vedtaget de regler, som gor op
expensive pay-
day loans that

med de dyre kviklan, der har fanget mange borgere i
uoverskuelig gaeld.

Regeringen indgik 1 slutningen af 2012 en aftale sammen Venstre, Dansk

h ave trap ped Folkepart,, Radikale Venstre, SF, Enhedslisten, Alternativer og Nye

Borgerlige om et opgor med de dyre kviklan, der har fanget mange borgere

CltlzenS IN an uoverskuelig geeld.
U n m an ag eab I e | dag er de nye regler vedtaget : Folketinget, og dermed er aftalens indhold

. . nu ophojet til lov. Efter de nye regler bliver der ikke blot sat en grasnse for,
d ebt S |tu atl O n » hvor hoje arlige omkostninger, et lan maksimalt kan have, men ogsa

nrifart ar lafr cusr hune madat an farhriidar makaimalr kan herala tilhadas
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The abllity to adhere to the spirit of the Credit
Directive depends on the timing of the loan

EU Directive

CHAPTER 6
CREDITWORTHINESS ASSESSMENT

drticle 18

Obligation to assess the i thiness of the

1. Member States shall ensure that, before concluding a credit agreement, the creditor makes a thorough assessment of the
consumer’s creditworthiness. That assessment shall take appropriate account of factors relevant to verifying the prospect of the
consumer to meet his obligations under the credit agreement.

2. Member States shall ensure that the and i on which the is based are established, d d

and maintained.

3. The assessment of creditworthiness shall not rely predominantly on the value of the residential immovable property exceeding the

amount of the credit or the assumption that the residential immovable property will increase in value unless the purpose of the credit

agreement is to construct or renovate the residential immovable property.

4. Member States shall ensure that where a creditor concludes a credit agreement with a consumer the creditor shall not subsequently

cancel or alter the credit agreement to the detriment of the consumer on the grounds that the assessment of creditworthiness was

incorrectly conducted. This paragraph shall not apply where it is demonstrated that the consumer knowingly withheld or falsified the

information within the meaning of Article 20.

5. Member States shall ensure that:

(a) the creditor only makes the credit available to the consumer where the result of the creditworthiness assessment indicates that
the obligations resulting from the credit agreement are likely to be met in the manner required under that agreement;

(b) in accordance with Article 10 of Directive 95/46/EC, the creditor informs the consumer in advance that a database is to be
consulted:

(c) where the credit application is rejected the creditor informs the consumer without delay of the rejection and, where applicable,
that the decision is based on automated processing of data. Where the rejection is based on the result of the database
consultation, the creditor shall inform the consumer of the result of such consultation and of the particulars of the database

consulted.
6. Member States shall ensure that the consumer’s creditworthiness is re-assessed on the basis of updated information before any

significant increase in the total amount of credit is granted after the conclusion of the eredit agreement unless such additional credit
was envisaged and included in the original creditworthiness assessment

Kreditaftaleloven

g af

§ 7 c. Kreditg skal inden kredi indgdelse vurdere a kr ghed p grundlag af

fyldestgorende oplysninger, der, hvor det er relevant, indhentes hos forbrugeren og, hvor det er nodvendigt, ved sogning i
relevante databaser.

Stk. 2. Hvis kreditgiveren og forbrugeren efter kreditaftalens indg3else bliver enige om at aendre det samlede

kreditbelob, skal gi jourfore de plysninger, som kreditgiveren har om forbrugeren. For enhver
vaesentlig forhgjelse af det samlede kreditbelgb skal kreditg: atter vurdere g kred: dighed

Stk. 3. Hvis en anmodning om kredit afsl3s pd grundlag af sogning i en datab kreditg 3end
forbrugeren om resultatet af en s3dan sogning og giver forbrugeren plysnil om den p3gaeldende datab

Denne underretning skal ske uden omkostninger for forbrugeren.

Draft on new Credit
Assessment

"Oplysninger og dokumentation for
laneansggerens geeldsforhold Kreditgiver skal
indhente oplysninger om og dokumentation for
laneansggerens geeld.

Geeld stiftet fgr seneste arsopgarelse kan
dokumenteres vha. eSKAT/kopi af seneste
arsopggrelse.

Geeld stiftet efter udarbejdelse af seneste
arsopgaerelse skal afdeekkes ved indhentning af
oplysninger fra ansggeren og dokumenteres f.eks.
med kopi af laneaftaler eller kopi af den personlige
skattemappe, og ved brug af f.eks. KreditStatus”
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Why KreditStatus Is relevant as an additional data
source beside eSkat during Credit Asses§ment

Frequency of updates

Each financial insituation provide daily updates
of the balance.

What is reported

o Original and current balance, number of debtors,
~— start date.

July 2021: Information of late payment/ if a debtor
IS behind with payment on a specific loan! NEW!!!

ldentify overindebtednees quicker
KreditStatus provide insight to the maturity of
existing loans and of any early risk indicators.

EXPERIANa
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Numbers & facts

More than 3,500 searches per day and
more than 55,0000 enquiries per year from
consumers via kreditstatus.dk

e e e  Total balance of considerably more than DKK 50
'l'/\/""" Billion

Over 2,300,000 loans that are distributed from over
1,400,000 Danish citizens over 18 years of age
(42% of of Danes between 18 and 67 years old)

®

Digitally available through WS and look up and
hence easy to integrate in a digital Customer
Journey

EXPERIANa
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Arbejdernes

z Landsbank
SEB

Plus others

@ entercard

ok
Ba n k CONSUMER BANK
€© Basisbank €0OpP bank
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FSA and Consumerombudsman guidance on
credit assessment in Denmark

Compliant affordablity calculations Considerations
I . « Joint accounts
Aﬁordablllty information should be based on actual Hvis lanet optages af én person, er det alene den persons indtaegt, der kan leegges il
income and expenses Of the consumer grund for kreditveerdighedsvurderingen. Hvis lantager er gift eller samlevende, kan

kreditgiver ikke uden videre antage, at udgifter afholdes ligeligt af ansggeren og
aegtefeellen/samleveren. Kreditgiver méa enten leegge til grund, at ansggeren afholder
alle udgifter, eller afdeekke, hvilken andel af de faelles udgifter lantager faktisk

afholder.
o i " * Transaction data
Verify income Documentation Utilize relevant
of expenses Dokumentation i form af banktransaktionsdata (f.eks. indhentet ved bank scraping)
p data sources skal anvendes med forsigtighed, da forbrugeren ikke ngdvendigvis foretager

betalinger fra kontoen, men f.eks. kan anvende kontanthaevninger til betaling af
udgifter, eller evt. helt undlader at betale sine udgifter.

» Affordability: Ability to pay
{ Op p ortun |ty too ptl m | zZe C red |t d eCiS | on | n g J Bestemmelsen skal ses i sammenhaeng med forbrugerkreditdirektivets overordnede
formal om at gge forbrugerbeskyttelsen, og vurderingen af forbrugerens
kreditvaerdighed skal derfor ske med henblik pa at vurdere, om forbrugeren pa
baggrund af dennes gkonomiske situation ved hjeelp af fx lgbende indteegter,
laneomlaegning eller realisation af aktiver vil vaere i stand til at betale de forudsatte
afdrag pa kreditbelgbet, og ikke med henblik pa at vurdere kreditgiverens tabsrisiko

EXPERIAN e,
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Experian categorization output

ML categorisation with a high precision level

Income

Bank transfer Expense-
receipt E related receipt

o Rewards

Pat

i@@i

Family

2
E:] Main income
expenses

Lifestyle

g' Cash deposit expenses

$

Finance/Ban
king related
ENES

Subscription
expenses

Expenses
e o Financial/Le w

Insurance
expenses

I:ETF‘.LJ gal service

expenses

Transport/
Travel
expenses

Home
expenses

RE
expenses

—>
-

?

Communication
expenses

Uncategorized
expenses

Y

18 categories

Y

76 categories

Net income (NI) Fixed expenses (FE) Variable expenses (VE) Disposable Income: NI - FE - VE

Other income (Ol) Other expenses (OE)
lEXPERIAN.

earnlngDAY2021

Net Remnant: NI + Ol - FE - VE — OE
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How to ensure Customer Centricity in a digital and competitive
environment with tighter regulatory pressure
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Rapidly changing external factors challenge businesses and push
them to adapt their operations to serve under new conditions

without any compromise

=

Value

Prospecting

Prospect
Targeting

Pre-approvals

Cross sell

Pricing and
terms

Fraud

Customer

Originations Management

Retention

Win-bacl&_/

Charge-off

Collections

Collections
Recoveries

STRATEGY MANAGEMENT

DIGITIZATION OF CHANGE IN
HIGH COMPETITION NEW REGULATIONS CUSTOMER FOOTPRINT COVID-19 PANDEMIC CUSTOMER BEHAVIOR

Adjustable strategies to competition
Adhere to local regulation

Pro-active pricing for churn

Early warning triggers and external data for limit
management

Restructuring/payment holidays
Cross-sell/up-sell

Early collections

Actions to maximize recovery

IFRS 9 driven focus on effective early collection
strategies

J

.
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Customers are not just going online, they are

going elsewhere!

Brands with more digital
touch points are more likely to
be selected by consumers

Successful digital engagement
balances emotion with
transaction

EXPERIANa
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“‘Make it easy to
JOIN”

“PROTECT ME and
make me feel SAFE”

‘“UNDERSTAND my
likes and dislikes”

“WHAT am |
saying YES to”
to USE”
o @ @

“SOLVE PROBLEMS “VALUE ME and make
quickly without and fuss” me FEEL IMPORTANT”

‘MY PORTAL
should be easy




Decreasing time to decision through frictionless
consumer journeys and automated decisions

Frictionless lending journey utilizing transactional data and analytics

(- : )
Delightful
\  Customerjourney  J

(" @ )

Decisions and actions at

\ speed and with accuracy J

EXPERIANa
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Automated affordability calculations and faster
decisioning

Ability to pay - Disposable income
TR Low income Medium income High income
T | Sows | puctd e sdaroBasion co Eva’s score = 800

o etk . . Low risk Leasing class C Lea lassB Leasing class A
18 =25 0> atat é %
1920 A0 <0 olog g g
Zl+ o 0> aLos - “6

= a:‘ Home Telephare Indicator > & ‘Q-. . . . . .
Vs 0 atls 0z o 2 < |Mediumrisk| LeasingclassC Leasing class B Leasing class A
Chers 45 0= [aFan ) ED £

@ 3. Ocoupation Code <03 . . . =

se-arcnd 2 @ oo Risk profile = Low risk =
_.::::f;c: :L fgz E;S High risk Leasing class C Leasing class B
Others ] L) 0304

= [ 4. Resderia Status <l
Tenant 2z 0401 , . . *Disposable income and risk profile groupings can show differences among Opendo banks
Owner 1B s 0402 Eva’s disposable income =
Living with redatives -9 &> 0403
e o @ o 15,377 DKK - -

- () 5. 5 thm Seted CAIS OL12m > Car leasing options
1 20 <0 o9al /
2 45 ol omz el . . .
e osa3 ] ‘ Leasing class A| Leasing class B| Leasing class C
4 ] <[> 0904
Cthers a <= [ale i}

= .‘(. Time: st Current Address [months) O Income group j—

< | year =38 <0> oeaL
1-B years i] i a&aZ
) - Medium income
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How to continously improve strategies by using data
and simulation tool effectively in an ever-changing
competitive environment

p p y Segmentation Outcome #Applications # Mon Payer MNon Payer Rate Average Balance at 6M  Sum Profit 6M |

organisation leveraging o T T M -

. . ={FalsE 33812 584 202% 72261 1,340,822 60

Customer tOUCh pOIntS |nt0 =) PoB RiskIndex 11| 33812 654 202% 72281 -1,340,822.60
. . . @ Acceptaon 0 0 NEA NiA 000

O ptl m al C re d It Strate g I eS @) Accept Ao 74 20 229% 20009 _47,050.34
@) AcceptAn03 5219 345 6.63% 65564 -827 713 43

. h h h I f P C y (@) Accept Anod 7378 234 317 % 72232 -699,822.41
Wlt t e ne p 0 owercurve s G 5,624 54 056 % 87453 16,950.63
@& 10,454 30 029% 676.20 315,764 61

built in optimization engine, we

%
@ Hide Measures Outcomes

Can I n te r aCt I Ve | y S I m u | at e & | Cutcome Name || Colour |ﬁcti\re | {h, Decision Se. .. ||#ﬁpp|ications # Non Payer ||I'-.Ior'| Payer Rate Average Balance at GM” Sum Profit &M
1 Decline 5002 | @ |peciine soo2 100 1 1,00 % 114,88 -2,859.83
2 Accept ADD1 © |Accept D01 263 0 0.00 % 81.47 1,048.34
d eV e I 0 p n eW au t O m at ed 3 Accept A002 @ |Accept ADD2 874 20 2.28% 200.09 -47,050.34
.. . 4 Accept ADD3 © |Accept ADO3 5,219 346 6.63 % 655,64 -927,713.43
d eC | S | O n Stra‘teg | eS acrOSS the 5 Accept ADO4 © |Accept ADD4 7,378 234 317 % 722,32 -699,822.41
6 AcceptAODs (D[ @ |Accept ADOS 9,624 54 0,56 % 874,53 16,950.63
|7 |Accepraoos || ©  |Accept A00G 10,454 30 0.28% 676.20 315,764.61

entire customer life cycle

EXPERIANa
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Key take-aways

« Changing regulation and constantly evolving
consumer behavior are the main challenges of the
Consumer Finance and Banking sector.

* While managing the complexity of these challenges,
businesses need to consistently improve their
customer journey and customer experience, to
remain competitive.

« Utilizing the right data sources such as Kreditstatus
(DK) and Experian Gjeldsregistret (NO) to ensure a
360-degree customer overview is key.

« Operational efficiency can be achieved through the

right tools and data sources, such as automated
affordability calculations and open banking data.
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