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The use of credit scoring--the quantitative and statistical techniques to assess the
credit risks involved in lending to consumers--has been one of the most
successful if unsung applications of mathematics in business for the last fifty
years. Now with lenders changing their objectives from minimising defaults to
maximising profits, the saturation of the consumer credit market allowing
borrowers to be more discriminating in their choice of which loans, mortgages
and credit cards to use, and the Basel Accord banking regulations raising the
profile of credit scoring within banks there are a number of challenges that
require new models that use credit scores as inputs and extensions of the ideas in
credit scoring. This book reviews the current methodology and measures used in
credit scoring and then looks at the models that can be used to address these new
challenges.

The first chapter describes what a credit score is and how a scorecard is built
which gives credit scores and models how the score is used in the lending
decision. The second chapter describes the different ways the quality of a
scorecard can be measured and points out how some of these measure the
discrimination of the score, some the probability prediction of the score, and
some the categorical predictions that are made using the score.

The remaining three chapters address how to use risk and response scoring to
model the new problems in consumer lending. Chapter three looks at models that
assist in deciding how to vary the loan terms made to different potential
borrowers depending on their individual characteristics. Risk based pricing is the
most common approach being introduced. Chapter four describes how one can
use Markov chains and survival analysis to model the dynamics of a borrower's
repayment and ordering behavior. These models allow one to make decisions that
maximize the profitability of the borrower to the lender and can be considered as
part of a customer relationship management strategy. The last chapter looks at
how the new banking regulations in the Basel Accord apply to consumer lending.
It develops models that show how they will change the operating decisions used
in consumer lending and how their need for stress testing requires the
development of new models to assess the credit risk of portfolios of consumer
loans rather than a models of the credit risks of individual loans.
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The use of credit scoring--the quantitative and statistical techniques to assess the credit risks involved in
lending to consumers--has been one of the most successful if unsung applications of mathematics in business
for the last fifty years. Now with lenders changing their objectives from minimising defaults to maximising
profits, the saturation of the consumer credit market allowing borrowers to be more discriminating in their
choice of which loans, mortgages and credit cards to use, and the Basel Accord banking regulations raising
the profile of credit scoring within banks there are a number of challenges that require new models that use
credit scores as inputs and extensions of the ideas in credit scoring. This book reviews the current
methodology and measures used in credit scoring and then looks at the models that can be used to address
these new challenges.

The first chapter describes what a credit score is and how a scorecard is built which gives credit scores and
models how the score is used in the lending decision. The second chapter describes the different ways the
quality of a scorecard can be measured and points out how some of these measure the discrimination of the
score, some the probability prediction of the score, and some the categorical predictions that are made using
the score.

The remaining three chapters address how to use risk and response scoring to model the new problems in
consumer lending. Chapter three looks at models that assist in deciding how to vary the loan terms made to
different potential borrowers depending on their individual characteristics. Risk based pricing is the most
common approach being introduced. Chapter four describes how one can use Markov chains and survival
analysis to model the dynamics of a borrower's repayment and ordering behavior. These models allow one to
make decisions that maximize the profitability of the borrower to the lender and can be considered as part of
a customer relationship management strategy. The last chapter looks at how the new banking regulations in
the Basel Accord apply to consumer lending. It develops models that show how they will change the
operating decisions used in consumer lending and how their need for stress testing requires the development
of new models to assess the credit risk of portfolios of consumer loans rather than a models of the credit risks
of individual loans.
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Editorial Review

About the Author

Lyn Thomas is Professor of Management Science at the School of Management at the University of
Southampton and has for the last twenty five years been active as a researcher and consultant in the
consumer credit area. He has co-authored and edited books and written over forty papers on consumer credit.
He was the founder of the Credit Research Centre at the University of Edinburgh and has been joint
organiser of the ten international Credit Scoring conferences. He is one of the principal investigators running
the Quantitative Financial Risk Management Centre, a Past President of the Operational research Society, a
consultant for several international financial organisations, and advisor to UK government departments.
Professor Thomas is a Fellow of the Royal Society of Edinburgh, Institute of Mathematics and its
Applications, and Operational Reseach Society.

Users Review

From reader reviews:

Patrick Taylor:

Within other case, little men and women like to read book Consumer Credit Models: Pricing, Profit and
Portfolios. You can choose the best book if you want reading a book. Provided that we know about how is
important a new book Consumer Credit Models: Pricing, Profit and Portfolios. You can add know-how and
of course you can around the world with a book. Absolutely right, since from book you can learn everything!
From your country until eventually foreign or abroad you will find yourself known. About simple point until
wonderful thing you can know that. In this era, we could open a book as well as searching by internet
product. It is called e-book. You may use it when you feel bored to go to the library. Let's learn.

Rachel Addison:

In this period globalization it is important to someone to receive information. The information will make
anyone to understand the condition of the world. The healthiness of the world makes the information better
to share. You can find a lot of recommendations to get information example: internet, newspaper, book, and
soon. You can view that now, a lot of publisher that print many kinds of book. The particular book that
recommended to you is Consumer Credit Models: Pricing, Profit and Portfolios this book consist a lot of the
information with the condition of this world now. This kind of book was represented so why is the world has
grown up. The terminology styles that writer value to explain it is easy to understand. The particular writer
made some investigation when he makes this book. Honestly, that is why this book appropriate all of you.

Mary Wines:

Is it a person who having spare time in that case spend it whole day through watching television programs or
just laying on the bed? Do you need something new? This Consumer Credit Models: Pricing, Profit and



Portfolios can be the solution, oh how comes? It's a book you know. You are therefore out of date, spending
your extra time by reading in this new era is common not a geek activity. So what these guides have than the
others?

Gregory Medina:

Do you like reading a publication? Confuse to looking for your favorite book? Or your book had been rare?
Why so many problem for the book? But just about any people feel that they enjoy with regard to reading.
Some people likes reading, not only science book but novel and Consumer Credit Models: Pricing, Profit and
Portfolios or maybe others sources were given knowledge for you. After you know how the fantastic a book,
you feel need to read more and more. Science guide was created for teacher as well as students especially.
Those publications are helping them to add their knowledge. In additional case, beside science publication,
any other book likes Consumer Credit Models: Pricing, Profit and Portfolios to make your spare time more
colorful. Many types of book like this.
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