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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:

Johanna Garrett:

The book Consumer Credit Models: Pricing, Profit and Portfolios can give more knowledge and also the
precise product information about everything you want. Why then must we leave a very important thing like
a book Consumer Credit Models: Pricing, Profit and Portfolios? Several of you have a different opinion
about reserve. But one aim in which book can give many info for us. It is absolutely proper. Right now, try to
closer using your book. Knowledge or details that you take for that, you are able to give for each other; you
may share all of these. Book Consumer Credit Models: Pricing, Profit and Portfolios has simple shape but
the truth is know: it has great and big function for you. You can appear the enormous world by open up and
read a e-book. So it is very wonderful.

Jennifer Lorenzo:

The book Consumer Credit Models: Pricing, Profit and Portfolios will bring that you the new experience of
reading the book. The author style to elucidate the idea is very unique. In the event you try to find new book
to learn, this book very suited to you. The book Consumer Credit Models: Pricing, Profit and Portfolios is
much recommended to you to study. You can also get the e-book through the official web site, so you can
more readily to read the book.

Paul Horn:

People live in this new moment of lifestyle always attempt to and must have the free time or they will get lot
of stress from both lifestyle and work. So , once we ask do people have time, we will say absolutely of
course. People is human not just a robot. Then we consult again, what kind of activity are there when the
spare time coming to anyone of course your answer will probably unlimited right. Then ever try this one,



reading publications. It can be your alternative in spending your spare time, often the book you have read is
actually Consumer Credit Models: Pricing, Profit and Portfolios.

Darlene Kidd:

Many people spending their time period by playing outside using friends, fun activity along with family or
just watching TV all day long. You can have new activity to shell out your whole day by examining a book.
Ugh, do you think reading a book can actually hard because you have to bring the book everywhere? It ok
you can have the e-book, taking everywhere you want in your Touch screen phone. Like Consumer Credit
Models: Pricing, Profit and Portfolios which is getting the e-book version. So , why not try out this book?
Let's see.
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