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The lending universe does not exist in a vacuum. 
While the lending universe is itself constantly evolving, industry players should also 
keep in mind influencing factors from the wider universe. 

As stated in a previous piece, the global economic downturn of 2008 instigated the 

rapid ascension of a niche lending industry: alternative financial services (AFS). In just 

one year, traffic in this sector increased by 212 percent.1

For tens of millions of Americans, AFS lenders play an important or exclusive role for 

personal financial transactions. Borrowers in this market are a diverse group. Young 

people, immigrants, underbanked applicants, prior-prime borrowers and others may 

be categorized as subprime, but generalizations alone do not predict risk if these 

applicants are seeking alternative financial services. 

With 47 percent of Americans unable to afford a $400 emergency expense, according 

to the Federal Reserve Board, opportunities for significant growth will continue. 

According to a Federal Deposit Insurance Corporation report, 68 million consumers 

are underbanked, and an additional 25 million are completely unbanked.2 Since the 

FDIC began collecting statistics of the unbanked and underbanked, the number of 

households with little to no access to bank accounts hasn’t budged since 2009.

In a 2014 New York Times op-ed, a professor poses the question, “Why wouldn’t they 

just use a checking account?” The piece illustrates how many underbanked consumers 

prefer the convenience of AFS channels.3 

Profile of an underserved society:
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Market Shift: Concerns for Risk with Online Growth  

The progressing relationship between alternative finance and technology continues to 

transform the lending industry. According to a 2017 report from Cambridge University’s 

Centre for Alternative Finance, the United States has one of the world’s most advanced 

markets for technology-abled online alternative finance channels, with total volume 

reaching $34.5 billion in 2016.4 

 

Clarity Services tracked funded loan volumes over a five-year period (2013-2017) 

and found nearly 500 percent growth for online installment. Despite the abundance of 

opportunity in this market, some experts are concerned that the shift into online lacks 

sufficient regulation. The historical debate in the United States over specific regulation 

details, however, continues to be a hotly contested one. The Dodd-Frank Act, eight 

years after its final passage, is just the latest front in the regulation battle. Stated in 

an American Banker piece this year, “The war of ideas will continue until it’s won.”5  

Meanwhile, AFS lenders must negotiate risk tolerance on their own, or co-opt data 

services to help evaluate applicants.
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Focus on the Risks Worth Taking 

In lending, risk is an ever-present fact, which may foster a conflated perspective 

regarding types of risks incurred by credit viability and fraud. Whether a consumer 

defaults due to excessive credit liabilities or fraud, the result is the same. That’s why 

some businesses may not want to sacrifice their volume of leads. 

But fraud means no possibility of repayment. If lenders could get a very accurate 

retrospective study on the amount of money lost from fraud, many would probably 

adapt a more vigilant perspective against fraud. If a fraudster had an easy time stealing 

money from a business in the past, they will be inclined to do it again.

There is a bright line between reasonable risk and intent. Any time a business 

participates in a good faith deal relying upon the integrity of a borrower, risk cannot be 

denied. Sometimes, however, reasonable risk devolves into default when an individual’s 

financial circumstances change due to life events such as job loss, divorce or accident. 

Inability to repay happens unexpectedly, toward the end of a lending relationship.

Fraud, on the other hand, starts with a borrower’s intent to not repay. As we’ve 

found, you don’t need the power of clairvoyance to predict intent. Often, intent can be 

reasonably predicted in the granular details of an applicant’s data trail.

Lenders do not have to simply accept fraud loss as a fact of business. At Clarity, our 

fraud team significantly reduces the likelihood of fraud before funding.
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How to Unmask a Fraud Ring 
Clarity’s fraud team exercises round-the-clock vigilance by utilizing the subprime 

credit industry’s largest database. Below are the details of one example of how 

Clarity works with clients for industry-leading security against fraud.

5  | ClarityServices.com
Lending Risks in Today’s Alternative Financial Services Market 1.0  10/29/18

© 2018 Clarity Services, Inc  All rights reserved

For years, Excel Vision Capital has been on the radar of Clarity’s fraud team. Like 

many fraud rings that are constantly probing for weaknesses in a lender’s 

security, this one features at least one common fraud signature: the bogus and 

frequent listing of the same three employers on applications. 

Bruno Gomes, CFE, says fraudsters take advantage of having 

zero scruples in their criminal methods, so they’re willing to 

try anything that might work.

“When fraudsters are convinced of their 
own good ideas, they like to repeat past 
behavior, and that is often their downfall,” 
Gomes says.

Fraud Ring Moniker: Excel Vision Capital

Modus Operandi: Listing “Excel,” “Vision” or “Capital” as employers on 
applications, among other red flags

Clarity Fraud Team Member: Bruno Gomes, Certified Fraud Examiner, 14 
years of experience

The Win: Proactive information sharing and communication between 
Clarity and our client exposed the fraud ring, yielding a more lending-
friendly environment for all of our lenders.

Fraud Ring Moniker: 

Excel Vision 
Capital

http://www.clarityservices.com


“As the good guys, Clarity and our clients abide by established procedures 

and compliance laws. That’s why we exercise round-the-clock vigilance. Open 

communication with a client not only helps us protect their business, but also every 

other lender a fraud ring may be testing. They don’t stop with just one.” 
 
Preventing Negative Volume 

The most important resource Gomes uses to keep clients safe from fraudsters is 

Clarity’s industry-leading database, which is the gold standard for unique subprime 

consumer identities. When the fraud team spots a signature, they reference Clarity’s 

continually growing database. 

A signature acts like an alert, and Clarity’s database contextualizes what it might 

mean. Sometimes, data that may or may not be relevant to one fraud ring proves 

valuable in profiling another criminal enterprise. 

Fraud signatures can be any suspicious activity that forms a pattern of deception. 

When suspicious activity occurs among these signatures, the fraud team scripts code 

to track the behavior and prevent negative volume against lenders.

The Process 

While tracking and preventing fraud can be a long and arduous process, it often 

comes down to common sense in the analysis of our data. Essentially, when a fraud 

team member notices something odd, a bit of digging into the details reveals a highly 

unlikely profile for an applicant.

“Often, fraudulent information is pretty straightforward,” Gomes says. “It’s often a 

matter of tracking behavior and following through on referencing.”

Operating in the Shadows 

Stealth is a fraud ring’s primary advantage, and they try to maintain the advantage 

with unpredictability and pattern breaks. Fraudsters may blitz multiple attacks on one 

or multiple lenders, or they may attempt a fraud signature to serve as a distraction. 

They may lay dormant for more than a month, or they may be perpetrating a 

completely new strategy. 

“Fraud rings often appear to be squirrelly,” Gomes says, “which may be due to a lack 

of connecting evidence to other fraudulent attempts.” A ring can have anywhere from 

one to dozens of participants, and any individual may participate in a number of rings 

and strategies. A fraudster’s only limits are their imaginations.
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“That’s why our fraud team is always tracking and updating data,” he says. “Even if a 

company has their own fraud department, they’re usually limited to their own portfolio.” 

With more than 62 million unique subprime identities, Clarity’s database is the largest 

in the subprime industry. That means Gomes and his colleagues have the advantage of 

far more visibility into potential fraud than anyone else in the subprime and near-prime 

space. And, information continues to be added to the database, reducing blind spots.

“Client communication not only helps both parties make the most of our resources, but 

it also educates our clients on what to look for and how to detect fraud,” Gomes says.

Fraud and Credit Risks: Accessing the Data to 
Know the Difference 

The market is rapidly evolving. Even firmly established brick-and-mortar businesses 

are supplementing their revenue with online options. Additionally, the rapid and heavy 

migration online is a historically unprecedented shift with few guard rails to save 

lenders from worst-case scenarios. As the online small-dollar market steadily takes on 

larger loans with longer terms, a lender’s capacity to foresee likelihood of repayment 

or the possibility of fraud has become a central concern in this new paradigm.

Clearly discerning credit and fraud risks not only helps lenders even the load of 

sheer data processing in today’s data-frenzied world, it also helps business leaders 

conceptualize and isolate distinct problems. 

Often, a lender without risk solutions simply cannot know how expensive fraud and 

credit liabilities are to their business. Taking action against unnecessary risks may 

prove to be the lift a business has been seeking.
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About Clarity Services

Experian’s Clarity Services is the leading subprime consumer credit reporting 

agency providing innovative risk management solutions to address the full 

consumer credit lifecycle. Clarity leverages the combined power of the largest 

and most comprehensive alternative credit data source with traditional bureau 

data to provide a more complete view of a consumer’s financial behavior. 

Clarity is committed to addressing rapidly changing market conditions through 

a suite of FCRA-regulated reports and predictive scores that yield significant 

insight into a consumer’s financial behavior throughout the alternative financial 

services industry. Clarity delivers data-driven risk management solutions that 

address prospecting, credit evaluation, fraud detection, portfolio management 

and collections.

Unique Identities
+62

Clarity Services has the 
resources to help businesses 
convert more new applicants 
into lifelong, brand-loyal 
customers. 

View this report online at clarityservices.com/insights/reports/lending-risks-in-today-alternative

financial-services or contact us today at 727-953-9725
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