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We continue to hit record highs in open automotive loan balances, 
with a growth rate of about 4.4% from 2017 to 2018. However, loan 
balance growth has started to slow down a little from previous years 
(dropping to 4.4% from 5.3% during 2016 to 2017) due to the increase 
in car leases and alternative forms of financial services in the 
marketplace. Additionally, auto loan delinquency has seen an upward 
trend overall, with subprime and non-prime consumers having the 
lowest year-over-year balance change: 2.75% change with subprime 
consumers and 1.86% change with non-prime.

 
As an auto lender, it’s important for you to identify the consumers 
who are most likely to become delinquent or default on their loan. 
It’s also important for you to identify the consumers whose credit 
is strengthening and could be worthy of upsell opportunities. In 
order to increase revenue, you need to approve more applicants 
without exposing yourself to additional risk. By having a deeper 
understanding of what alternative credit data  can provide and how it 
can be used during the lending process and consumer life cycle, you’ll 
be prepared to better assess risk and evolve your credit models for 
the future. 

State of the Automotive  
Finance Market 
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Traditional data looks at mainstream finance 
only, including credit cards, auto loans and 
mortgages, as well as credit inquiries and 
internal bureau records like bankruptcy. 
Alternative credit data is anything beyond the 
traditional data previously listed. 

In this case, we will specifically focus on 
alternative credit data for the consumer 
lending market. Alternative credit data is set 
apart in that it’s FCRA (Fair Credit Reporting 
Act) compliant in its usage; meaning it’s 
displayable, disputable and correctable by 
the consumer. This type of data looks at 
alternative financial services data, rental 
payments, asset ownership, utility payments 
and consumer information. Both alternative 
and traditional credit data must be FCRA 
compliant and can be used for adverse action. 

v 2.7 million out of 89 million active automotive 
loans are either 30 or 60 days delinquent, 
however this number does include leases. 

Traditional & Alternative Credit Data: 
What’s the Difference?
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Opportunities for Auto Lenders
Reach New Markets
Incorporating alternative credit data into your auto lending strategy improves 
your underwriting process and makes financial services more accessible 
to non-prime  car shoppers—branching you out into new markets such as 
financial technology (fintech).

Grow

Grow Underserved Segments
When AFS data is used in combination with a traditional score, it allows you to 
reach subprime auto shoppers and expand your portfolio to more credit-worthy 
non-prime consumers.  

Serve

Without alternative credit data, you’re assessing risk 
with limited information on a good portion of the 

population. The addition of alternative credit data to 
your existing business model can provide an enhanced 

view of your consumers. Not only will this help in 
underwriting, but throughout the entire consumer life 
cycle: prospecting, credit evaluation, fraud detection, 

portfolio management and collections.

Alternative credit data gives you a better picture of the spending habits of your 
auto shoppers, allowing you to educate the consumer on the financial services 
they need to boost credit.

Engage with Consumers

Alternative Data:  
A Comprehensive Approach

Engage

Consumer
Life Cycle

Credit 
Evaluation

Portfolio 
Management

Collections

Prospecting

Fraud 
Detection



Now, let’s discuss how this data can be used as part of the lending process—specifically for prospecting, 

underwriting, account review and collections. When you’re fully aware of how this data can be used 

throughout the auto loan process, you’ll stay relevant and competitive in the evolving market today. 
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The At-a-Glance Guide to Clarity’s Alternative Credit Data

Prospecting

The Future of Auto Lending

Alternative credit data gives you the power to add to your existing portfolio 

without increasing risk. Think of it as your secret weapon to boosting revenue. 

You probably have a benchmark in your credit evaluation criteria that indicates 

the minimum credit score you’re allowed to accept. Following this process allows 

you to easily manage risk and stay on track, but could mean you’re missing 

out on credit-worthy consumers. Why? Because without alternative credit data, 

you’re not getting a full-picture view of every consumer and you’re assuming 

they have bad credit history. Imagine realizing that a consumer with a traditional 

credit score of 620 really has the credit behavior of a consumer with a 700 credit 

score. That’s what overlaying alternative credit data with your traditional scoring 

model will tell you, acting as a yes or no indicator that you can offer them a loan. 

Additionally, when you combine AFS data with your traditional marketing 

program, you can find those ‘diamonds in the rough’ that may have been 

overlooked by traditional credit standards but are perfect for an offer based on 

their positive credit history with an alternative credit bureau. In other words, you 

can expand your portfolio of consumers without exposing yourself to more risk. 

Clarity’s Prescreen Direct Mail solutions  enable you to connect with subprime 

consumers who are more likely to respond to your offers and repay.

Alternative credit data helps you determine which 
consumers will be the most profitable but present the 
least amount of risk.

“
- David Elmore
   Clarity Auto Consultant

Clarity Services

https://www.clarityservices.com/solutions/prospecting/
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Underwriting

When overlaying a consumer’s traditional bureau 

score with Clarity’s Clear Credit Risk™ Score, you get 

a more accurate view of the consumer’s delinquency 

rate and can even improve your performance during 

the process. Alternative credit data also yields a 

faster and easier process for the consumer because 

they don’t have to complete tedious requests to get 

a favorable loan rate. For an in-depth case study on 

how alternative credit data can be used in the auto 

lending underwriting process, click here . 

Using a combination of an alternative credit data 

score and a traditional bureau score—as opposed 

to just a traditional bureau score—allows you to 

increase your approval and funding rates, improve 

your underwriting efficiency and enhance your risk-

based pricing strategy. 

The bad rate varied among the lenders from 13 to 28 

percent, based on the performance indicators provided.

By using a Clear Credit Risk cutoff 

score of 480, analysis identified 

the riskiest funded loans and 

provided a lift of over 40 percent 

for one lender.

Lender
All Bad 

Rate

% of Booked 
CCR Score 
Under 480

Bad Rate 
CCR Score 
 Under 480 Lift

A 15% 7% 21% 43%
B 13% 9% 14% 11%
C 17% 6% 21% 23%
D 28% 17% 34% 20%

A lower loan amount or higher interest rate is 

recommended for the high-risk segment. On the 

other hand, those with a low probability of default 

could be offered a lower rate in order to increase 

the lenders’ conversions and funded loans.

Lift of Over 

40%

The Dual Score Strategy
View Case Study

+ =

Underwriting is the most common way alternative credit data is used to date, providing you with more 

insight into the consumer’s willingness and ability to repay.  

Underwrite with Ease

Auto Lending Case Study

Clarity Services

By only looking at consumers with a VantageScore of 600-629, your  
percentage of default rate is 10%. However, if you factor in the Clarity 
Clear Credit Risk Score during the underwriting process, the delinquency 
rate drops to 6%. This means you can improve your performance by 4% 
on this population of consumers.

“
- Janet Hoffman
   Clarity Auto Consultant

https://www.clarityservices.com/insights/case-studies/alternative-credit-data-auto-risk/
https://www.clarityservices.com/insights/case-studies/alternative-credit-data-auto-risk/
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Account Review

Think of a traditional, monthly or quarterly review of your portfolio. Now think how 

valuable it would be to know what percentage of your current population—whose 

traditional scores haven’t varied much—have high activity in the AFS space and are 

defaulting on short-term installment loans and/or single payment microloans. This could 

be a leading indicator that these consumers are heading toward default in your portfolio 

as well.   

The below table showcases how problem accounts should be segmented and targeted. 

Once you’ve identified your problems accounts, use this table to segment them into 

the proper tier and determine which action should be taken. This is just for identifying 

problems accounts and we have a similar framework for identifying and handling your 

performing accounts as well. 

Aside from identifying your problem accounts, alternative credit data can also be used 

to identify your performing accounts as well.  If you’re able to recognize changes in the 

borrowing capacity or financial stress of your existing customers, you’ll know when to 

extend additional credit and can seize the opportunity to up-sell or cross-sell to them—

increasing revenue. In other words, you’re able to better manage your portfolio, identify 

growth opportunities when they arise and enhance your customer retention strategy. 

Problem Accounts - Sample Segmentation Strategy

Problem Accounts

Potential 
DelinquencyIn Collections

Past
 Delinquency

Some Collections 
Potential

High Collections
Potential

Reposses OutsourcePrioritize First Monitor

Initial Segmentation

Second Segmentation

Third Segmentation

Action

It’s important to keep an eye on your consumers’ financial status even after you’ve supplied them with a 

loan. With alternative credit data, you’re able to identify changes in borrowing capacity or financial stress 

for existing customers. 

Proactively Manage Risk 

Clarity Services



Skip tracing efforts are never easy, especially when you’re dealing with hard-to-locate debtors. But with 

alternative credit data, you can collect confidently and quickly.   
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Collections

Collect with Confidence 

Clarity’s collections data is robust, unique and provides attributes that most 

lenders don’t have access to. For instance, when a consumer enters the 

alternative financial services space, they’re required to enter personal data, such 

as phone numbers, addresses and employment info—sometimes even name and 

address for employment. Clarity’s Clear Profile™ provides a date and timestamp 

for this data when entered into the system, allowing you to get a better idea of 

how recent and accurate the information is. This isn’t offered from a traditional 

bureau and is incredibly handy as a collections tool. 

That being said, it’s important to keep in mind that Clarity’s alternative credit data 

won’t solve all your skip tracing problems, but two major benefits of using this 

data are clear.  

1. You’ll gain access to skip tracing data from both a traditional credit bureau 

(mainstream tradelines) and an alternative credit data bureau  

(unique consumer information).  

2. You can establish an effective behavioral or propensity-to-pay scoring 

model using performance data from both the mainstream tradeline 

information and unique consumer information.

 

Using this data as an added source to your skip tracing will assist in locating a 

certain part of the population you probably wouldn’t have found otherwise—and 

can even speed up the process. 

Clarity’s Clear Profile™ data provides the most up-to-
date contact information on a consumer, aiding in the 
skip tracing process during collections. 

“
- Neal Rogers
   Clarity Auto Consultant

Clarity Services

https://www.clarityservices.com/solutions/collections/
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Conclusion Alternative Credit Data is Invaluable to Auto Lenders

Alternative credit data is on the rise and being adopted by more and 

more auto lenders like yourself. Why? The market is realizing that using 

this data in addition to traditional credit information provides a deeper 

view of the consumer—both current and prospective. 

Without alternative credit data, you’re missing out on a large part of 

the population because your traditional scoring model is overlooking 

subprime consumers worthy of a loan. This means missed revenue and 

missed opportunities for growth. Talk with a Clarity representative today 

for a deep dive into our solutions that help you manage risk and reach 

credit-worthy consumers you wouldn’t find otherwise.

 

What can we expect in the future? New platforms and tools will bring 

this data into one access point, allowing alternative credit data to 

become mainstream and create more opportunities for today’s diverse 

consumer base. 

Interested in learning more? Request a consultation 

with a Clarity specialist.  

Call 727-953-9725   

Request a Consultation

https://www.clarityservices.com/markets/automotive/


Alternative Financial 
Services Appendix

Clarity Services

Overview of AFS data and Mutually Benefical  
Opportunities for Lenders and Consumers 
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Alternative Credit Data Overview 

Mastering the Consumer Lifecycle | Overview
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The state of alternative credit data is changing and its usage has 

been adopted by many in the lending space. With over 62 million 

unique identities in our database, Experian’s Clarity Services is 

the largest subprime credit reporting agency in the United States. 

We specialize in alternative financial services data and solutions 

that provide visibility into critical subprime consumer information, 

including the thin-file and no-file segments. Traditional credit data 

and scores have been the ‘go-to’ in our financial services market. 

But with the online lending boom and rise in financial technology, 

it’s time to address a new and modern way you can evaluate a 

consumer’s stability, ability and willingness to repay. 

 

Lenders have limited credit information on 90 million 

consumers in the market.  So how do you look beyond traditional 

tradelines and mainstream finance to gain a deeper view of these 

consumers and effectively score them? The answer is alternative 

financial services (AFS) credit data. This type of data can be used 

far beyond the underwriting process and throughout the entire 

consumer life cycle, from customer engagement to account review 

to collections. 

Understanding consumer trends and preferences is key 
to providing the financial services consumers need.

The number of unique installment loan 
borrowers grew by 30% yearly in the past 
three years.
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Clarity’s Alternative Financial Data
+ Forward Thinking Lenders
= Enhanced Opportunity
For Lenders For Consumers

Overlaying alternative credit data on top of your existing 

traditional score model opens up many opportunities, 

including the ability to strengthen and expand your 

portfolio, increase and sustain a competitive advantage 

and improve your customers’ experiences. When 

alternative credit data is combined with traditional data, 

it gives you a more in-depth view of the consumer’s 

spending or borrowing habits—which can show as 

positive or negative. If negative, you can ensure you’re 

not accepting a consumer who might default on their 

loan. If positive, you can expand your portfolio to a 

credit-worthy consumer you may have rejected using 

just traditional scoring models.

On the other end of the spectrum, alternative credit 

data opens up opportunities for consumers as well. 

Using alternative credit data to better assess the risk 

of the consumer increases their chance of receiving a 

more competitive rate (when their behavior warrants 

it). For example, let’s say the consumer is young, new 

to the borrowing space or hasn’t had the chance to 

build up their credit with traditional loans, but they’ve 

taken out online installment loans and paid them back 

as agreed. With alternative data, you get a deeper look 

into their payment history and can feel comfortable 

extending a loan. It’s a win-win. The consumer is able to 

start building credit and you’ve added to your portfolio 

without increasing risk.

Alternative credit data also enables a faster and easier underwriting process for both the lender and consumer. 
It also allows lenders to reach new markets via new business models, such as financial technology, grow in underserved 

segments, such as alternative finance, and differentiate data assets and engage with consumers on a different level.

Lenders

With alternative credit data, you can 

determine whether or not a subprime 

consumer is credit-worthy of a better 

loan. That way, you’re able to expand 

your portfolio with full insight into 

potential risk.

Consumers

When consumers are new to the credit 

space or young with a thin or no file 

status, alternative financial data gives 

them the opportunity to obtain a loan at 

a better rate—one they wouldn’t have 

gotten under traditional scoring.



About Clarity
Clarity Services, Inc., a part of Experian, is the leading credit reporting agency for near-prime and 

subprime consumers. Clarity’s growing specialty credit data encompasses more than 62 million 

unique consumer identities that helps businesses mitigate risk using alternative credit data.
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