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Equifax Adds Mitigation Strength
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Equifax moves beyond just
credit reporting to help lenders handle
all areas of risk mitigation.

Crafting
A Broader
Strategy

Equifax has been on an acquisition spree, most recently acquiring income
and identity verification vendor Rapid Reporting and IXI Corp.,

a company that collects, analyzes and delivers consumer wealth and

asset data. These M&As are part of Equifax’s play to be a one stop shop to
satisfy all of a mortgage lender’s risk mitigation needs. (left to right)

Jay Meadows, president of Rapid Reporting, a service of Equifax;

Tom Madision, senior vice president and general manager, mortgage
services of Equifax Inc.; and Janet Ford, senior vice president of The Work
Number, a service of Equifax, talked to our editor Tony Garritano
specifically about how lenders can be more risk averse using technology.
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MORTGAGE TECHNOLOGY: Equifax louls that
with a number of new acquisitions, it now offers
clients a 360-degree view of the consumer. What
does that mean exactly?

TOM MADISION: Let me just sort of
explain what it is Equifax is attempting to
do. The industry has known us for over
100 years as a credit repository, which
means that we've got this massive, 250-
million consumer database of liabilities
and debt. Equifax has realized that the
credit side of the consumer risk profile has
a blind spot.

In fact, it has a couple of blind spots, and
what Equifax has decided to do in light of
recognizing that is distance ourselves from
our competitors, take advantage of that
realization and try and move to a place
where we believe we will really stand out
and be extremely unique in the risk mea-
surement arena.

We have identified three key elements
to measuring a consumer's risk profile, and
those are: credit (the liability and debt that
is carried by the consumer), the capacity (the
income and employment that the consumer
enjoys) and then the collateral category (the
equity, the wealth assets that the consumer
has to cover their ability to pay).

Why are we doing that? The reason is
simply because we think that the future
of the financial services industry is depen-
dent upon our ability and the industry’s
ability to comprehensively measure cus-
tomer risk, and to do it not just compre-
hensively, but frankly, to do it very rapidly
and very efficiently as well. We can't put
ourselves in a place where we know we
need to measure risk very well, but it takes
us forever to do it. We have to be able to
do it extremely well and we have to be
able to do it extremely fast. Equifax has
decided our mission is to go out and ac-
quire and integrate assets and capabilities.

And not just any assets, but
the best assets and the best
capabilities in the industry,
such that we can provide
back that comprehensive
financial risk and profile of
any consumer, or frankly,
any household, any region
of the country, or even any
small business.

On the credit side or the
liability side of the equa-
tion, everybody knows we
have a 110-year report-
ing legacy of consumer
liabilities. A lot of folks
don't realize that we also
have 2 billion telecom-
utility

payment records for 110

munication and
million consumers. That's
in a database that we call
NCTD (National Consumer
Telecommunications Data-
base). That is a future an-
swer for the “No File/Thin
File” consumer, and its li-
abilities and debt—positive
or negative information
about telecommunications

payments or similar pay-
That's the credit
side of the equation.

ments.

On the capacity side of the equation,
now we've got over 190 million records
in The Work Number database supplied
by over 200,000 employers. We've got the
only real-time database of its kind for
that sort of employment and income data.
Then with Jay Meadows’ business, Rapid
Reporting, which we've just acquired, we
added the nation’s largest 4506-T fulfill-
ment house.

Finally, on the collateral side, we now
have acquired IXI Corp., which isn't here
today as part of this discussion, but I know
you're familiar with IXI and the acquisition
of that enterprise. That's the nation’s only
wealth and asset data repository, where
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we have about 50% of the
nation’s investable assets
and we get that data from
about 100
assel management compa-
nies, including the top 20,
who are all participating

contributing

in that consortium.

When you put that all
together with what we do
in title, on property data
and title data for 75 mil-
lion of the nation’s homes,
and a new AVM that we
just launched, which we
call PVE, that actually uses
live MLS data as its source,
you get a larger collateral
picture.

I just can’t overempha-
size how neat it is and
how excited we are about
pulling together under this
one Equifax umbrella all
the aspects of a consum-
er’s credit situation.

MORTGAGE TECHNOLOGY:
The future of the financial
services industry depends on
but  efficient

assessment of customer  risk.
What is Equifax’s role in providing that service lo
the market?

TOM MADISON: | believe that histori-
cally the mortgage industry, but also the
financial services industry in general, has

comprehensive,

depended upon how the credit leg of the
stool, or the credit side of the equation—
liabilities and debt on the income state-
ment, that side of the income statement—
really is the primary driver of assessing
risk and in some cases, the only driver.

I think what we've recognized very
clearly is that when it comes to assessing
real consumer risk the risk that a consumer
presents when he or she takes a loan from
an enterprise, it is not fully represented by
the credit side of the equation. It takes the



capacity side of the equation, and it takes
the collateral side of the equation-the
collateral leg of the stool, to make that risk
profile complete.

Why is Equifax uniquely positioned to
take advantage of that? Frankly, a lot of
that has to do with the fact that we have
mastered the credit side of this equation
for 110 years, we have arguably the best
representation of that, and we can turn
all of our energy toward putting together
exactly the same type of formidable assets
and capabilities in the other two arenas—
capacity and collateral.

We can take the cash that our enterprise
generates, the manpower and mind pow-
er that our enterprise generates to bring
under our umbrella only the best data
sources and only the best services ca-
pabilities in the arenas of capacity and
collateral. That's why we have Janet and
the TALX organization, Jay and the Rapid
Reporting organization looking into the
capacity side of the equation since we
knew that they were the best at what they
did and we were in a very fortunate posi-
tion to be able to go after the best.

We are doing the same thing on the
collateral side by acquiring a company like
IXI, who is extremely unique, and bring-
ing them under the Equifax umbrella as
well.

I'just don't think there is another enterprise
out there that is dedicated to the mortgage
business. For the most part, Trans-Union
and Experian, our big competitors, decided
to opt out of the mortgage business, at least
directly.

JANET FORD: The only thing that I would
add specific to mortgage is that, as we look
at the tools that are available with The
Work Number and then what is available
with the acquisition of Rapid Reporting,
you really do have a comprehensive view
of current employment, current income,
historical income and identity.

Those tools are important in every phase
of that mortgage process—at time of appli-
cation, time of underwriting, close, audit,

servicing, even into default
management.

Our tools and services are
helping mortgage clients to-
day in dealing with some of
the government programs
like HAMP and HARP.

We really are able to add
value to every part of that J
mortgage process. In terms
of why we do it, we are all
about trying to automate
everything that we can, and
integrating every place that
we can. Theres not a specific
decision or action that any-
one has to take to incorpo-
rate this data, it truly is part
of the workflow and deci-
sioning.

JAY MEADOWS: | don't want
to take anything away from
the mortgage professionals
that are out there because
these guys are talented and
they know how to collect
loans when given that op-
portunity. Unfortunately, 1
think for the last few years,
and because of the speed at
which mortgages are done
today, it's kind of like a
mortgage professional having to do veri-

fications on his own is kind of like Nolan
Ryan making baseballs. You can’t do it.

You're getting the mortgage professionals
back to doing what he does best and that is
make loans, and make quality loans. What we
do is we take the “ifs” out of it. I know that's
kind of grassroots, but I think in essence, with
all the great bells and whistles that we have,
in the end, it's about making great loans and
taking the bad guys out of it.

MORTGAGE TECHNOLOGY: You talked about
the recent acquisitions of IXI Corp. and Rapid
Reporting. What's next?

TOM MADISON: It's impossible
us to get into specifics on that sort of

for
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activity, but here’s what 1
can say: the corporate de-
velopment engine (or the
M&A engine depending
on the terminology you
are used to) is alive and
well at Equifax today. I'm
involved with it almost
on a daily basis and it is
churning out ideas and
investigations and due
diligence pursuits at ex-
actly the same pace now
as it was when we ac-
quired Rapid Reporting,
and when we acquired
the TALX organization.
IXI is the most recent
example of that
acquired really less than

just

60 days ago, out of Wash-
ington D.C. I can tell you
without giving up too
much information that
there are a couple of
others that are very close
to final decision.

If you look at the ca-
pacity side, the credit
side and the collateral
side of the lending equa-
tion, you can guess that

any M&A activity that we do is going to
fall in one of those three arenas.

MORTGAGE TECHNOLOGY: I[n lerms of
morltgage recovery, how do you see Equifax’s role
in bringing aboul induslry recovery?

JAY MEADOWS: Back in 2007 during the
darkest day of the implosion, we had two
jobs to do. First of all, we had to stop mak-
ing bad loans. We absolutely had to stop
making foolish choices, and lending mon-
ey without due course and due diligence.
The second thing we had to do was clean
up what we were faced with and frankly,
capitalism certainly has a way of cleaning
up its mistakes.

I think we've seen a new commitment,



certainly an  expanded
commitment to doing good
I think that's evi-

denced, if nothing else, in

loans.

the identity and income
verifications we're running.
Just the sheer numbers and
percentage of loans being
checked has increased so
much that we are absolute-
ly, I think, going to have a
good chance at recovery. |
am real excited about the
future of mortgage. It's the
backbone of our country
and I hope that we can ex-
pand on it.

JANET FORD: That's right
on target. We are seeing
specific requirements re-
lated to the pulling of the
4506-T for example.

The second part of that
issue, the capacity side in-
cluding the ability to pay,
you've got to make sure
you are looking at current
employment and current
income data.

In early March 2010, the
most recent income picture
I can get from a 4506-T is

somebody’s earnings from 2008. Those are
absolutely relevant and that's important
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data to have in terms of
assessing risk.

However, if you can also
couple with that, what
they are making today in
2010 and what they made
in 2009, you've got a bet-
ter picture.

As we look at what di-
rection we want to see the
mortgage industry take, I
think it's about more data
around decisioning and
mitigating risk.

MORTGAGE TECHNOLOGY:
Generally  speaking,
can we expect from Equifax
throughout the rest of 2010?

JAY MEADOWS:
verification is a big deal for

what

Instant

us. If you are not getting a
hit on instant verification
and pushing that into a
research verification, tak-
ing that to a third party,
that's certainly something
that I feel strongly about.
If you are not using that,
I think it's still kind of a
hole in the boat. That will
be something that I'll cer-

tainly be talking about.
TOM MADISON: | think you're going to

hear from us a lot, especially in the com-
ing months and the coming year about a
technology that we call Mortgage Connect,
which is essentially our ability to deliver,
in an integrated fashion, all of these differ-
ent asset categories that we've just talked
about.

Essentially, it's our ability to take our
credit data, our capacity data and our col-
lateral data and deliver it to our customers
on one platform in one way that simplifies
for them the ability to get that financial
risk profile for a consumer.

We believe that if we can provide that
kind of a service to our customers, get-
ting all of those different pieces of the
risk equation in a one stop shop, that we,
quite frankly will be unparalleled in the
industry and can really help this business
get back on its feet. You'll hear about that
more in the coming months and the com-
ing year for certain.

JANET FORD: Mortgage Connect is a big
deal for us. Obviously, whenever a client
can integrate with us and we can deliver
multiple solutions through that single in-
tegration, meet multiple needs through
that single integration, from a technology
perspective that provides clear improve-
ments and efficiencies.

This approach mitigates risk, and it
enhances their security position. There’s
a lot of value for our clients to be in that
type of environment.
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