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Introduction

Artificial intelligence is completely changing today's credit market and risk. 
The new generation provides new opportunities, but the problems are of a different 
nature. A huge percentage of consumers in the credit market is almost impossible 
to assess by traditional methods of verification, and a large percentage of consumers 
that should be covered, lenders miss out, thereby losing market share.

Artificial intelligence uses more credit score data to consider in order to identify 
today's creditworthy customers.

Alternative data includes information on millions of adults and gives a more complete 
picture of each of them. They allow the lender to shed light on consumer behavior, 
increase customer outreach, and retain creditworthy customers whose traditional 
scoring rejects. For the lender, this is the path to new generations of borrowers who 
will significantly influence the company's growth by providing greater access to credit.

Would you like to reduce credit risk, diversify loan products with different rates, which 
would be convenient for millions of creditworthy customers?

The AI development of Compassway provides greater access to credit, helping to 
attract new customers needed to grow business and profit. The development covers 
potentially profitable accounts that traditional screening misses, fine-tuning cascades 
provides more predictive analytics at any stage and will give accurate, effective 
metrics for decision making.

Alternate data also allows lenders to accept applicants they would otherwise reject. 
Why re-evaluate disapproved accounts? Because it is possible that earlier stages 
of the data cascade did not take into account the attributes of the applicant's 
creditworthiness. By setting up analytics for a save strategy, you can detect these 
credit signals and offer loans to previously rejected applicants who are ready to 
become profitable customers.
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The main advantages of using artificial intelligence systems: 

automation of routine processes

 increased speed of service 

Reducing the cost of solving typical problems

 Increased accuracy of processing large amounts of data 

Improving the quality of the customer support system

In fact, artificial intelligence supports marketing channel mapping, offer 
personalization, retargeting, KYC procedures, helps qualify credit, assess credit 

limit, and optimize pricing to prevent fraud, generate early warning signals, 
determine probability of default, provide risk-based customer segmentation.
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Making decision with AI

As world becomes increasingly digital, financial institutions looks to computers 
to help make credit decisions based on different source of data. Beyond just analyzing
 data, some digital lenders employ artificial intelligence and machine-learning (ML) 
algorithms to make faster, more efficient credit decisions.

Modern AI/ML models can qualify new customers for credit services, determine loan
 limits and pricing and reduce the risk of fraud.

Qualification of new customers can be done for a particular type of loan. On early
 stage of AI/ML models development customers were analyzed basing on rule-based 
or logistic-regression models which worked with credit bureau reports. Such approach 
failed to serve potential clients without formal credit history. That's why recent year 
financial institutions pay attention to complex models for analyzing structured and 
unstructured data, loading into them hundreds of data types from social media, 
mobile phones, social networks etc.

Different customers can be able to repay different loan amount. That's why credit 
decision closely related to a credit limit. It pushed lenders to use AI/ML models also 
to automate the process for determining the maximum amount that customer can 
borrow. For such models data scientists take data from conventional data sources
like bank statements, tax payments, utilities invoices. As a result, models can quickly 
assess a client's income and capacity to make regular loan repayments and generate 
a highly precise prediction of loan repayment.

Client's risk level in lending traditionally correlates with interest rate level. Next logical 
step was to use AI/ML models also for pricing purposes. And market leaders in this 
approach have received a considerable advantage against traditionalists, especially 
in competition for borrowers with a strong risk score. They have been able to offer 
competitive rates while keeping their risk cost low and optimize the balance of total 
asset volume, risk, and interest income within a lending portfolio.

Automated loan decisioning not only opens new sales opportunities for financial 
institutions but also opens new opportunities for fraud. On-line lenders face with 
following typical types of fraud: identity fraud, employee fraud, partner fraud, 
customer fraud and payment fraud. To mitigate fraud risk, lenders make their models 
more and more complex using, for example, face recognition technologies, 
behavioral models etc.

By eliminating human prejudice, incorporating alternative data, and training 
the models in real-time, AI modelers say they're able to make more accurate 
predictions of a consumers' creditworthiness.
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Model building options

For lenders who are going to use AI-based lending, there are two options to build 
a model: scrub historical data or design the model from scratch.

First option is easier for lenders with long history of a market activity because they 
can use own data if they store them properly. But this option has downsides. 
For example, if lender's decision makers in the past had bias to any category of 
borrowers. In this case AI model will be trained on the data there such category of 
borrowers were marked as unwanted.

The second option, focused on the model itself rather than the data, is costly.
For AI models it is also important to keep balance between risk and profitability. 
It means that there is no sense to create risk free model except for ability of a 
model to identify with 100% probability as performed as non-performed borrowers.

Compassway has own expertise in development of automated credit decisionig 
systems. We can propose our client as ready-to-use AI/ML model for lending 
process or develop unique model taking into account client's possibility to gather 
customer's data on the local market or stored client's datasets.

Risk model can be delivered by us as a part of credit system or separately. In this 
case our specialists help you to embed risk model in credit process. 
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Digital footprint analysis using AI

AI analyses data on an applicant's digital behaviour, such as the profiles of people 
they most regularly interact with on social media, any inconsistencies in their 
employment information, their purchasing habits, and the major organizations to 
which they belong. 

The supplemental information produces a more accurate measure of their 
creditworthiness. 

 Previously, manually compiling and assessing all these distinct data points would 
have been too time-consuming and labour-intensive for a loan underwriter. 
This data is supplementing, and sometimes even replacing a credit score as the
 ultimate factor in whether to give credit to an applicant.

CompassWay Credit Scoring with Digital Footprints examines five indicators that 
surpass traditional credit models in terms of forecasting loan repayment. The five 
digital footprint variables are simple to use and are completely free of charge. 
They are as follows: the sort of computer used to submit a credit application (Mac, PC),
 the sort of equipment that was used (phone, pc), the data and time when 
the application is filed, email address, if the applicants “s name is included in their 
email address

Artificial Intelligence can process such data and model it to output credit scores for 
each customer. The credit scores are real-time and consider every transaction 
of the customers.
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Improving risk-adjustment margins with AI

To stay profitable in the subprime and non-prime lending space, lenders 
(especially short-term lenders) must make smarter underwriting decisions in an
increasingly uncertain credit lending environment. By utilizing AI technologies to 
identify worthy customers and charge them an appropriate interest rate, lenders may 
enhance earnings and leverage assets more effectively. 

CompassWay uses a compliance approach to build ratings based on a data: lender 
data, customer data, which includes consented structured and unstructured 
publicly available data. 

Credit scores are highly dependable as a result of such data integration. It enables 
lenders to increase loan diversity, increase loan originations, and expand their 
business with confidence in their decision-making.
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AI and risk reduction

The use of artificial intelligence (AI) in a loan origination system reduces the risk 
of human mistake in processing a loan application or neglecting crucial criteria in 
determining whether a borrower would default on a loan. AI will also play a key 
role in the bank's loan management system, identifying patterns of behaviour that 
signal a customer is on the verge of declaring bankruptcy or defaulting on their 
debt entirely. The capacity to mitigate those risks will prevent costly losses and 
preserve credit availability for deserving borrowers who will become or remain 
active participants in the economy.

The Value of a Integrated  Platform for implementig AI technology

With a integrated  platform that incorporates 
data, AI and decisioning, models are built and 
implemented in the same platform, providing  
seamless data and model integration, 
minimazing  recoding delays and ensuring 
optimal performance of your models. 

Data-agnostic platform that can integrate 
and improve your existing data sets with 
any other type of data set (i.e. many types 
of alternative data).

This  seamless integration with a wide range 
of data sources promotes financial inclusion, 
manages bias, and increases the predictive 
potential of your models. 

Algorithm optimisation  Model monitoring 
and a continuous feedback loop assist you 
in fine-tuning your decisions for ongoing 
optimization.
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Loan Application Fraud Detection

1. Make smarter underwriting decisions and faster approval process by automatical 
identification of fradulent loan application.
 
2. Using machine learning algorithm to identify various fraud pattern in financial 
transactiions. 

 3. Establish links with past accounts activities , loans or credit lines that were 
defaulted on, and analyze geolocation data to spot any discrepancies in fraud 
detection.

Benefits of implementing Compassway AI

Credit Portfolio Management Self-learning algorithms

Scalability Ease of Deployment 

Reduce the portfolio 
risk measure keeping 
its income higher than 

the initial value.

Maximize the portfolio 
income keeping its risk 
measure lower than the 

initial value. The risk 
measure considered here 

is the VaR with a 
confidence level set.

Choose the most relevant  
algorithms from a wide variety 
of options, including Gradient 
Boosting Decision Trees, 
Random Forests and Deep 
Neural Networks, depending 
on the nature of the dataset.

Choose the most relevant  
algorithms from a wide variety 
of options, including Gradient 
Boosting Decision Trees, 
Random Forests and Deep 
Neural Networks, depending 
on the nature of the dataset.

Use of a integrated platform 
enables seamless deployment, 

allowing businesses to take 
fast, effective action.

Reduce the development time 
from months to days by 

automatically training, testing, 
monitoring and controling  

your model.
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We are a team of Ukrainian financial services practitioners, software engineers, 
and data scientists.  We know a lot about the lending business, risk management, 
loan servicing, and operating procedures that accompany day-to-day financial 
transactions and were working in the sector for over 20 years both in large financial 
organizations and regulatory bodies. For the last 7 years, our team devoted 
efforts to fintech.

We started as a company that aimed at providing lending to people who felt 
excluded from traditional finance, due to lack of collateral, informal employment, 
or short credit history. Our approach to lending utilized advanced AI and was 
fully automated. We felt there is so much data that exists about our potential 
customers, but traditional finance cannot use it due to technological limitations 
and legacy processes.

Our mission is to revolutionize the approach to credit. Our credit decision engine 
works with a multitude of data and determines patterns that are too subtle for 
the traditional processes to pick up. This allowed our system to perform well 
even during downturns in the market.  We can efficiently serve demanding 
prime customers while finding products with correctly priced risk for those 
that are excluded from the financial services market. We also expanded 
beyond the lending business just as credit is beyond lending. We help our clients 
to build loyalty programs built on credit, fuel the growth of their business with 
BNPL, and even operate a market for several lending institutions.

We are looking forward to building more exciting products together with you. 
Meet the entire team

Reach out to our team to schedule an intro call and become a lender 
backed by the most advanced, intelligent, sophisticated, and easy-to-use 
platform on the market.

Our Story
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