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Agenda

1. VantageScore Basics

2. Impact to credit scores from mortgage loan restructuring
3. Consumer score rehabilitation after a serious delinquency

4. Why some people don’t receive a credit score
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There are many score providers — many different
ranges

VANTAGESCORE.

501-990
Bureau Scores Other Scores
FICO: 300-850 Equifax Credit Score: 280-850 LexisNexis RiskView: 500-900

Experian PLUS Score: 330-830 L2C Score: 300-800
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Lenders now using VantageScore

VantageScore is used by numerous lenders, making billions of decisions annually

e 4 of the top 5 financial institutions
e 5of the top 5 credit card issuers

e 2 of the top 5 auto lenders

e 1 of the top 5 mortgage lenders

VantageScore is embedded into these industry platform standards
e MISMO3
e American Securitization Forum’s Project RESTART

e Major vendors that provide the software necessary for lenders’ systems to communicate
with the credit bureaus’ systems

Both Standard & Poor's and Fitch Ratings accept loans based on VantageScore

VANTAGESCORE.
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VantageScore Quick Facts

Created by the three major Credit Reporting Companies (CRCs):
— Equifax, Experian, TransUnion

e VantageScore is provided to both lenders and consumers by the CRCs.

e Reflects consumer data contained in credit files present at the CRCs
— Traditional, rental and utility, cell

* Consumers receive a letter grade that approximates the familiar academic scale along
with their numerical score to aid understanding of their score:

900+ A
800-899 B
700-799 C
600-699 D
<600 F
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Consumer Behavior Contribution

Available Credit 1%
[

Payment History 28%
Recent Credit 30%

Age and Type of Credit 9%
& P % of Credit Limit Used

23%
Total of Balances 9%

Item Description Maintaining a good credit score
Payment History Repayment behavior (satisfactory, delinquency, derogatory) Pay all bills on time.
% of Credit Limit Used Proportion of credit amount used/owed on accounts Keep revolving balances low, under 30% of credit limits.
Balances Total amount of recently reported balances (current and delinquent) Reduce the amount of debt you owe.
Age and Type of Credit Length of credit history and types of credit A mix of accounts (credit cards, auto, mortgage) and a

longer history will improve your score.
Recent Credit Number of recently opened credit accounts and credit inquiries Don’t open too many new accounts too quickly.
Available Credit Amount of credit available Only open the amount of credit you need.
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Consumer Behavior Contribution

Available Credit 1%
[

Payment History 28%
Recent Credit 30%

Age and Type of Credit 9%
& P % of Credit Limit Used

23%

Total of Balances 9%

e The proportions above are for the general population and the breakout for each individual
consumer can vary based on each individual credit file.
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ltems that aren’t in a VantageScore credit score

Discriminatory factors such as race, color, gender, religion, national origin or marital status.
— Prohibited by law.

e Age

e Anything related to your job, such as income, employment status and history.

e Interest rates you are currently being charged.

e Inquiries that you make to see your own credit report.

— Additionally, inquiries that your current creditors make to help them manage your
account do not get counted.

Any information that is not contained in your credit report at one of the three CRCs.
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Difference between a credit score and sound
underwriting

e Credit scores play an important part in loan decision-making, but are not a replacement for
sound underwriting.

— Sound underwriting will examine factors that are not part of credit scores:
e Income and employment verification
e Address verification
e Collateral value
e Presence and value of other assets
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IMPACT TO CREDIT SCORES FROM
MORTGAGE LOAN RESTRUCTURING
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Delinquencies have a larger negative effect on a credit
score than loan modifications

All trades
delinquent

—

All trades clean

VANTAGESCORE.

* Clean: Debts maintained in good standing, although an occasional 30-day delinquency may have occurred.

VantageScore Solutions, LLC © 2011 11




Delinquencies and Bankruptcies have the largest negative
effect on a credit score—not loan modifications

All trades
All trades clean .
delinquent
VantageScore Starting Score 862 625

Forbearance Interest only
Reduced principal plus interest

Deferral

VANTAGESCORE.
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Delinquencies and Bankruptcies have the largest negative
effect on a credit score—not loan modifications

All trades
All trades clean .
delinquent
VantageScore Starting Score 862 625
Forbearance Irtierest @il 0 0 = No impact when payments are made
o ; on schedule
Reduced principal plus interest 0 0
Deferral _40 0 * Account removed with deferral
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Delinquencies and Bankruptcies have the largest negative
effect on a credit score—not loan modifications

All trades
All trades clean .
delinquent
VantageScore Starting Score 862 625
Forbearance Interest only 0 0 = Noimpact when payments are made
o ; on schedule
Reduced principal plus interest 0 0
Deferral _40 0 * Account removed with deferral
- o - ' .gs . -
Loan Modification Forgive, no partial c/o, overwrite 10 0 = Utilization reduction overall
Forgive, no partial ¢/o, new loan -14 -2 = Average account age reduced due to
new loan
-
Recapitalization, overwrite 3 0 Higher loan amount
Recap., new loan 2 0 = Age reduced from new loan
= Utilization reduction
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Delinquencies and Bankruptcies have the largest negative
effect on a credit score—not loan modifications

All trades
All trades clean .
delinquent
VantageScore Starting Score 862 625
Forbearance Irtierest @il 0 0 = No impact when payments are made
o ; on schedule
Reduced principal plus interest 0 0
Deferral _40 0 * Account removed with deferral
Loan Modification Forgive, no partial c/o, overwrite i 10 0 = Utilization reduction overall
Forgive, no partial c/o, new |oan -14 -2 = Average account age reduced due to
new loan
Recapitalization, overwrite 3 0 = Higher loan amount
Recap., new loan 2 0 = Age reduced from new loan
= Utilization reduction
Short Sale -130 -25 | = Account highly delinquent
Foreclosure Foreclosure initiated -140 -20
= Derogatory status
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Delinquencies and Bankruptcies have the largest negative
effect on a credit score—not loan modifications

All trades
All trades clean .
delinquent
VantageScore Starting Score 862 625
Forbearance Irtierest @il 0 0 = No impact when payments are made
o ; on schedule
Reduced principal plus interest 0 0
Deferral _40 0 * Account removed with deferral
Loan Modification Forgive, no partial c/o, overwrite i 10 0 = Utilization reduction overall
Forgive, no partial ¢/o, new loan -14 -2 = Average account age reduced due to
new loan
Recapitalization, overwrite 3 0 = Higher loan amount
Recap., new loan 2 0 = Age reduced from new loan
= Utilization reduction
Short Sale -130 -25 | = Account highly delinquent
Foreclosure Foreclosure initiated -140 -20
= Derogatory status
Bankruptcy All trade lines included in filing -365 -120
= Derogatory status, public record
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CONSUMER SCORE REHABILITATION
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Consumer VantageScore rehabilitation

Consumers can rehabilitate their score within nine months if they can bring all
debts current with a restructure
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Starting Score  Score After 3mo. 6 mo. 12 mo. 24 mo.

Mod .
Nine months

—— All trades become current Only mortgage becomes current Bankruptcy
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Impact of negative items diminishes over time

Length of time negative items stay on a CREDIT REPORT

e |Late payments: 7 years
e Foreclosures: 7 years
e Chapter 13 Bankruptcies: 7 years
e Chapter 7 Bankruptcies: 10 years
e Collections : 7 years
e Public Record: 7 years

— Tax Liens: Indefinitely

The impact of these items on a credit score will diminish over time at different rates.

For example, a bankruptcy will have more impact for a longer period of time than a late
payment, which will have very little impact after two years.

VANTAGESCORE.
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SCORING PEOPLE WHO TYPICALLY
DON’T RECEIVE A SCORE
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The market has needed a credit score model that reaches
consumers who use credit in nontraditional ways

Many creditworthy consumers might achieve their dreams of
homeownership if lenders use a credit score that relies on “traditiona
credit data applied in new analytical ways.

|”

“Unscoreable” or “Underbanked” does not always mean subprime

VANTAGESCORE.
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With some traditional models, some borrowers may not
receive a score, or may be inaccurately assessed as
subprime, despite potentially being creditworthy

Infrequent
Thin file credit

user

- | o
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VantageScore was introduced to meet market
demands

e VantageScore is a highly predictive consumer score.

e VantageScore offers more consistency across all three CRCs and has the ability to score

more people.

e Utilizes more of the data that already exists in a traditional consumer

credit file

VANTAGESCORE.
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Methods to Scoring the “No Score” consumers

Credit

Segmentation

Score

VANTAGESCORE.
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The VantageScore model can generate scores for
typically Unscoreable populations

Infrequent Credit User

* 92% of this population is scoreable with
VantageScore

* 16% are super-prime or prime

No Activity Last 6 Months
- Superprime and Prime Population -

100.0% T 91.5%

% Credit-Worthy (<5% default rate)
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New Entrant

» 82% of this population is scoreable with
VantageScore

* 27% are super-prime or prime

Age of Oldest Trade < 6 Months
- Superprime and Prime Population -
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Rental Data: Why is it Important?

U.S. population Monthly recurring expenditure
100%
90%
Renters 30%
S 70%
m Auto loan/lease
60% ® Student loans
50% m Personal loans
= 96 million of the nation’s 40% m Rent
300 million residents rent 20% = Mortgage
= Significant portion 20% ® Heloan
of a ren_ter S recurring 10%
expenditure not
. o)
previously captured 0%
on a credit report Renters Owners
Source: Experian VANTAG ESCO REE
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VantageScore factors rental data when generating
a credit score

Rental information in a credit file helps score previously unscoreable consumers

e 32% of renters are unscoreable without using their rental payment history
e When the rental payment is used to calculate a credit score, 87% are now scoreable

Rental payment history improves scores for consumers

e 45% of high-risk consumers increased their VantageScore credit score to 600 and above.

Source: Experian VANTAG ESCO REF

VantageScore Solutions, LLC © 2011 27




An online resource for you and your clients

www.CreditScoreQuiz.org

Consumer Federation of America

VANTAGESCORE.
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