Expanding Access To Credit

With Alternative Data

Helping more U.S. consumers obtain access
to mainstream financial services requires
new insights into individual financial history

Alternative data — or information
not found in traditional credit nearly half of those would
be scored as prime or

reports I COUId score up tO 90% near-prime borrowers
previously unscorable consumers’

Snapshot Of Consumers With Thin Files Or Who Are Credit Invisible
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w @w@w 1 1N 5 adults in the U.S. lack the credit history needed to establish a credit score’

63M American adults 92M

are either unbanked have little-to-no credit history '~
or underbanked" c o o
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67M 25M
have a “thin” credit flle are considered
— 4 or less accounts credit invisible

Many rely on high-cost alternative financial products and services such as check cashing services or pawn shop loans

Those with little-to-no credit history are more likely to"

[ ] be young or new to using credit [] not use credit accounts
[] have recently immigrated [1 be recently widowed or divorced
[ 1 be Hispanic or African American [] be cash or debit card users

[ 1 have not used credit for a long time

Under Over Over

525K 525K - 50K 50K

per year per year per year

Credit Invisibility Can Be Costly

A subprime credit score could bring an
additional $32,923 in interest on an average
30-year mortgage compared to a prime score’

of Americans could not
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- would borrow to
pay an unexpECte.d 31K w QIP QIP 11N 2 coverdhoeess

expense from savings’
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58 /O month, leading them to° -

Cut back on Pull money Use
expenses from checking credit
or savings

Credit invisibility
brings higher costs’

Higher interest rates 9_/ Higher premiums for auto,

o, onpersonalloans home, and rental insurance
o

Leveraging alternative

data could move 20M O

more U.S. consumers 2 /‘ /O /‘ 8 % 4%
into scorable credit bands” R I

of credit thin or invisible could qualify for could qualify for
consumers could prime/near prime subprime offers?
become scorable® offers?

Consumer-Permissioned Data
May Help Improve Credit Decisions
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Rental
Payments

Bank
Transactions

Use of bank transaction data alone could incr1'<zease Rent payment reporting is one of the most
prime (or better) consumers by almost 4M under-utilized tools for building credit histories
\ Considering bank transaction data on Many landlords perform credit checks as part of the Ieaﬁizng

all consumers could reduce credit process, but rental data is not included in credit reports
. 12
unscorable population by 50%

. Telco &
- Utilities

O of American ao.llflts h.ave consumers could become scorable using
O at least one utility bill consented telecom and utility data'?

in their name*

of consumers believe it's helpful to
have rental payment information
included in credit reports and
factored into credit scores'?

More [_ U.S. consumers would be able to move from unscorable or subprime into prime
than 3 or near-prime when consumer consented telecom and utility data are considered'?

Ecquirax: The Work Number Database®

Employment and income verification can heIp establish
debt-to-income ratio and assess U.S. consumers’ ability to pay'?

N

Equifax offers Verifying income, Layering The Work The Work Number
credentialed verifiers employment and Number Database into service fulfilled 223M
access to more than debt-to-income credit decisioning could verifications on behalf
125M active employee information is critical help move more than of consumers in 20202
records'? in accurately assessing 7M people into prime and

consumers’ ability to pay'? super-prime categories'?

Equifax Helps Consumers Around The World®

*Based on results from January - June 2021
Canada

500K Consumers secured a car loan through support of Equifax

450K The number of people Equifax helped to secure a mortgage

Equifax is a key contributor to a market that
1.2M
creates new credit cards every six months
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— United States United Kingdom ————
Fulfilled nearly 18M verifications through Equifax helped 845K consumers
18M  The Work Number service in support of 845K ggt a credii) card YTD

government assistance programs

Equifax helped 392K people

4.5 Eauifax delivered 1.5B consumer 392K purchase a home

credit files to U.S. lenders YTD

| Australia
18.3M Equifax helped 18.3M consumers

obtain a loan to buy a car

Latin Amerlca More than 200K citizens

8.4M Equifax helped B.AM ¢ Equifax is a key contributor in helping B ©°tained access to their
access to credit and retail cards help of Equifax e

Chile

6.6\M Number of identity theft
queries Equifax received,
helping prevent possible
identity theft every day

2.7M Equifax helped 2.7M people secure
: a loan to further their education

11.2M U.S. consumers secured a mortgage or £

’ home equity loan with the aid of Equifax Nearly 455K first-time
455K home buyer families .y
with help of Equifax '

Value of Alternative Data:

Leveraging alternative data such as rent payment history and utility bill payments
could move 20M more consumers into scorable credit bands

While credit reports remain a strong indicator of credit history and past financial reliability,
Fair Credit Reporting Act (FCRA)-compliant information that is not included
in traditional credit report data has the potential to help responsibly expand
consumer access to credit opportunity and support a more inclusive economy

Sources:
lendedu.com/blog/consumers-without-credit-cards

investopedia.com/the-side-effects-of-bad-credit-4769783 Presented by:

prosperitynow.org/files/PDFs/Credit_Fact_File_07-2016.pdf ®
urjanet.com/blog/impacts-alternative-data-financial-inclusion E U'FM
bankrate.com/banking/savings/financial-security-january-2019

equifax.com/resource/-/asset/white-paper/innovation-in-credit-decisions

creditcards.com/credit-card-news/alternative-data-expanding-credit-access For more information, go to Equifax.com/business

equifax.com/personal/education/credit/score/2021-financial-survey-findings
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fool.com/the-ascent/credit-cards/articles/22-of-americans-dont-have-a-credit-score-heres-why
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npr.org/2021/04/05/984475870/unbanked-what-it-means-to-be-outside-of-the-banking-system
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consumerfinance.gov/about-us/newsroom/consumer-financial-protection-bureau-study-finds-consumers-lower-income-areas-are-more-likely-become-credit-visible-due-negative-records

N
N

Equifax internal data



