
The economic impact of Covid-19

Changing risk profiles 
across your portfolio
June 2020

EXPERIAN 
INSIGHTS

Using the power of data to help you

ADAPT, SURVIVE 
AND THRIVE



2

Contents
Introduction 

Spot signs of stress in real-time

Understand your concentration risk

Adapt business models for survival funding

Understand credit risk - now and in the future

Track stress

Conclusion 



3

Introduction

UK businesses have been hit hard by the impact of Covid-19. We also know 
from our own economic analysis, that more than half of small businesses 
hold only enough cash to survive for a few months. Some sectors have been 
impacted more than others, for example accommodation and food services, 
recreation and non-essential retail. At the same time, the regions that rely 
most on those sectors are particularly vulnerable. 

The unprecedented volatility translates to a significant increase in risk 
for lenders – in terms of managing both existing portfolios and new 
credit applications. The key is understanding how the heightened risk will 
manifest itself - and how it can be mitigated.

The methodology

The insight contained within this report is correct at the time of 
publishing. Insight is derived from Experian data sources, including 
analysis produced our award-winning Economics team. Note that 
Experian owns the copyright in this document and the information that 
it contains is the confidential information of Experian. We are providing 
this to you because we believe it is in the public interest to do so at a 
time of national crisis. However, the confidentiality provisions of our 
contractual arrangements apply, and you may not share this further.

We also wanted to let you know that Experian will shortly be adding a 
transparency information page to its website to let data subjects know 
how we are using data to help at this extraordinary time.



Use our data insight to:

Monitor current accounts
CATO (Current Account Turnover) data offers a clear view of a firm’s 
cashflow over time, helping you assess its financial health and 
creditworthiness. It continues to be the most reactive data set we’ve got, 
with the most recent data being just 15 days old. Banks already use it 
to monitor current account activity - and it’s now available to non-bank 
lenders – although it’s relatively new to market. You can use this alongside 
CAIS (Credit Account Information Sharing) data - information from our 
shared database of more than 13 million commercial credit accounts. This 
gives a clear picture of a company’s credit commitments and typical credit 
account behaviour. By combining the two, you get a full view of monthly 
changes to credit/debit turnover, average balance, days in excess and 
rejected payments – all of which are very real indicators of a business’ 
tangible ability to pay.

Anticipate acute stress
With month-on-month cash flow analysis, you will be well placed to assess 
a small business’ sustainability while under stress conditions. Should you 
see signs of a fall in liquidity, you can take measures to help your clients 
through it, perhaps by extending an overdraft or granting payment holidays 
for outstanding loans. You may also be able to help firms restructure their 
wider short-term expenditure to mitigate against any unnecessary outlays.

4

Spot signs of stress in 
real-time

Models and assumptions that typically determine pricing and probability 
of default (PD) are being challenged. Businesses that would have passed 
onboarding risk policies with flying colours in the past, now face extreme 
turbulence and stress.  

To adapt, a high-level understanding of how your portfolio has changed is 
critical. At an account level, the sooner you’re able to identify signs of stress 
in a customer, the greater your chance of taking fast and appropriate action 
to minimise losses. 

On the one hand, you may want to look at measures you previously felt 
were too extreme – such as punitive interest rates, tightening terms, 
reducing credit limits or removing pre-assessed lending limits. But you 
may also want to pro-actively approach your customers to discuss adapting 
repayment plans if they’ve gone beyond terms – or if they’re still within 
terms, to reduce overdraft and card limits at renewal.

No two lending portfolios will be impacted in the same way. It will depend 
on your customers’ ability to adapt and keep trading, as well as the extent 
of their cash reserves. A simple sector-based segmentation is unlikely to be 
accurate or actionable.

Our capabilities can help you understand your changing risks in real-time at 
a macro, full-portfolio level, giving you the best chance of mitigating losses 
from payment failures while continuing to trade. 
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Understand your 
concentration risk

Portfolios with many at-risk businesses will clearly also be vulnerable. 
Comparing your portfolio to ‘UK plc’ will help you spot signs of over-
concentration in the high-risk sectors and see how your customer base is 
segmented, so you can understand more about the risks you face. 

We’ve developed a dashboard to analyse the longevity of your customer 
base, based on various revenue impact scenarios (Covid-19 impact 
segment, trends in payment performance, number of credit applications, 
and cash reserve depletion rate). We can slice the data by company sector, 
size, region and age. And we can also run bespoke analysis on specific 
portfolios. This lets you see the position of your portfolio relative to the 
overall UK population as a benchmark - and it can also be run as a one-off 
or on a regular basis. 

It’s important to note that, while we see many sectors in the high-risk 
category, we also see opportunities. Differentiating these, so you can 
prioritise applications, will help balance risk and potential for growth 
moving forwards.
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Adapt business models for 
survival funding

In recent years, we’ve seen numerous new entrants come into both ends 
of the lending need spectrum - immediate cash to ease liquidity and asset 
finance, or commercial loans to help drive growth. Prior to Covid-19, both 
ends of this spectrum were buoyant. But now growth plans are effectively 
on hold for the short-term. It is expected that ‘survival’ funding will be the 
dominant request until we’re well into the eventual recovery period.

If you’re a growth-focused lender, you may need to adapt your product 
set, market positioning and risk policy to survive, or you’ll experience 
a serious shortage of new applicants. Assessing the viability of a loan 
application from a business on the brink of survival, compared with one 
that is on a strong proven growth path, will mean changing risk-based 
pricing models, policy rules and the set of key assessment metrics used 
to underpin an approval decision. 

Our risk data is applicable to both types of lending. Our consultants can 
also help you define new policies and products so you can tap into the 
increasing need for survival funding.
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Understand credit risk now 
and in the future

Our risk scores are a powerful range of metrics that enable you to quickly 
assess the risk within your existing portfolio and for new applications.

You can automatically append the following sets of attributes to your 
portfolio at account level. And we’ll be adding new ‘stress indicator’ 
attributes as they come online:

• CATO credit account summary.

• Commercial Delphi score

• DWS, FSS, Commercial Delphi for Cashflow scores.

• CAIS bureau variables - to identify businesses that are already over-
committed to credit, or those with an adverse credit history, to help you 
make appropriate lending decisions.

• Payment Performance attributes - our sales ledger sharing programme 
that gives you in-depth analysis of your customers’ payments across 
suppliers, helping you manage risk and collections.

Commercial Delphi Score

Predicts business failure over 
the next 12 months.

Commercial Delphi for 
Cashflow Score

Predicts arrears and defaults 
within the next 12 months.

Financial Strength Score 
(FSS)

Predicts insolvencies within 
the next 12 months.

Distress Warning Score 
(DWS)

Identifies the most at-risk 
balances within your portfolio. 

• Adverse events such as CCJs and company events.

• Covid-19 business stress-specific variables including Business Volatility 
Score.

By combining these, you can view both current and historic trend summary 
data. This lets you see risk levels prior to Covid-19, as they are now, and the 
likelihood of survival post-crisis. And you can set up alerts based on key 
stress indicators. Portfolio accounts are monitored daily. When an account 
crosses a predetermined threshold, it is added to an email with details of 
the trigger event and sent to key parties.

We have also enhanced our Commercial DCM (Delphi for Customer Management) 

https://www.experian.co.uk/business/business-information/intelligence/risk-scores/index
https://experian.co.uk/cais/index-new.html
https://experian.co.uk/business/business-information/market-intelligence/payment-peformance-scheme/
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Track stress

It’s important to note that government measures may create a few 
grey areas when it comes to interpreting risk. If your current snapshot 
shows a business lengthening the time it takes to make payments, 
this could indicate stress, but could also demonstrate wise cash 
management put in place to avoid future stress. And while a furlough 
application could suggest a current lack of demand for a business’ 
products or services, if the scheme works as it should there will be 
minimal long-term impact as businesses start to recover and move 
away from it.

All of which reinforces the importance of considering as many data 
sources as possible before making your final lending decisions.
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Conclusion 

There are many areas where we see businesses needing support. 
For those already striving for more digitisation and insight, the 
pandemic shock is simply accelerating this need. Others have more 
specific strategies that need to be reviewed and implemented to help 
them effectively manage risk. 

Here at Experian, we’re committed to sharing our data and insights 
to help you understand the changing landscape and where your 
concentrations of risk are, as well as unearth new trends. 

We are in the unique and unrivalled position of being able to overlay 
economic foresight onto credit insights to get both a back and 
forward-looking view – and our innovation agenda is committed to 
developing tools which can help you and your customers thrive, even 
in these uncertain times.
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Visit our website for more information on how we can help: 
www.experian.co.uk/business

Or contact us: 
businessuk@experian.com

Stay up to date with our latest thinking,  
by bookmarking our thought leadership portal: 
www.experian.co.uk/latest-thinking

Visit our Covid-19 resources and support hub to find further information 
aimed to help and support people and businesses: 
www.experian.co.uk/about-us/covid-19-resources

The insight contained within this report is prepared using research 
performed on both Experian data and external data sources, in addition to 
market research. All sources, unless referenced, are from Experian insight. 

The information contained within this report is designed to help  
businesses manage the complexity brought by a national crisis - and is 
a summary of key areas and capabilities. To understand more about the 
breadth of market-leading capability Experian has, or to access further 
detail on the impact of Covid-19 on consumers, business and lending 
portfolios - please contact us.

http://www.experian.co.uk/business
mailto:Business.Enquiries%40uk.experian.com?subject=How%20can%20Experian%20help%20my%20business?
http://www.experian.co.uk/latest-thinking
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