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Abstract to the topic


Alternative credit scoring model for micro business


1) Sberbank Europe and our Micro-business. mSME importance understanding.

Sberbank Europe Group operates in 9 European countries providing universal banking services for Corporate, SME, Micro and Retail clients’ segments. 
Working with clients on daily basis, SBE Group delivers variety of lending products covering customers’ demands successfully.
mSME segment is one of the key elements of the SBE business strategy and usually plays an important role in the economic growth of the CEE countries.
Private entrepreneurs and small companies totally rely on the owner’s personality, characteristics, experience and strength operating with business.
Micro-business customers evaluation is a cornerstone for Risk management teams working on variety of the owner’s personal characteristics and company’s financial documents.  


2) Singularity of the moment: weakness of segment, needs for clients’ protection and restructuring programmes.
Micro lending, as the most vulnerable segment, requires complex enhancements.
Currently banks all over the world are trying to solve two main requests from micro companies:
· To support new to the Bank or existing clients with new loans disbursements 
· To run restructuring programmes for existing clients to help them to survive in COVID-19 crisis times

3) Problems in micro-business loan applications evaluation (loan disbursement / restructuring):

     3.1. Poor knowledge of client (but owner is a “body” and spirit of the business)

mSME’s owner is the “God Father” of Business and the final result of the company is purely based on the owner’s readiness and desire to solve problems.


     3.2. "Traditions" don’t work (traditional approaches for application scoring and esp. for restructuring don’t work well).

Micro segment is a little bit “lost” in the modelling jungles.

     3.3. Good, bad and ugly: what can differentiate bad and good loan
 (ability and volition to pay, esp. in crisis). 

Bankers need to find an exclusive characteristics’ setup of the mSME owners.

     3.4. Statistics of losses, expected losses.

Potential estimation of mSME defaults due to the COVID-19 crisis is up to 25%.

4) The way out: looking for alternatives in approaches to micro lending and loan restructuring.

Sberbank Europe Group Retail Credit Risks have started a market research to find new opportunities for the alternative models to support micro lending within the Group.

4.1. Overcoming lack of knowledge: business success, stable Biz, domain specific characteristics.


4.2. More knowledge in depth: psychometrics of personality traits.


4.3. Flaws of existing metric approaches on the market.


4.4. DCW model: measure domain specific (CAN) and personal (WANT) characteristics of owners.

DCW model (dichotomous can and want model) of special entrepreneurial traits and personality is available on the market potentially covering our requests and existing psychometrics models’ limitations. 


5) Perspective of potential implementation of the psychometric approach.
Our internal plan is to use next model’s features for the decision-making process in micro lending:
· To use reliable, unchangeable data, to make any client’s manipulations impossible
· To operate with trustable data w/o any COVID-19 quality limitations
· To increase models’ predicative power for micro lending 
· To benefit from additional model’s features:
· To define characteristics valuable for diverse Collection strategies
· To use fraudulent Early Warning Indicators from the model’s outputs
· To operate with business specific outputs during daily operations

It’ll be my pleasure to share more details about further model’s analysis and potential testing results during the Conference.
