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Introduction 
UK businesses have been hit hard by the impact of Covid-19. From the point 
the UK was locked down, it was clear more than half of businesses only 
held enough cash reserves for a month.

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 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.  
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Defining the ‘New Normal’ 
Models and assumptions that in the past typically determined pricing and 
probability of default (PD) are being overturned. Businesses that would have 
passed onboarding risk policies with flying colours in the past, now face 
acute turbulence and stress.  

But adapting a high-level understanding of how the changes impact 
portfolios is critical. The sooner signs of financial stress in a customer can 
be spotted, the greater the 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. 

Use our data insights 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.
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Red flag exposure to 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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Managing risk – the quick  
wins at a glance 

Adopt sectoral / segment level analysis to 
give understanding of risk concentration in 
portfolio. 

See how you benchmark against the rest of 
the market.

Get timely market and customer-based 
insight with more frequent bureau feeds.

Track asset value. 

Allow immediate intervention. Identify and 
implement the best next action.

Create a three-dimensional view of 
applicants.

Review historical data so you can assess 
the firm’s pre-Covid performance.

Analyse current data to indicate  
immediate status.

Assess recovery likelihood based on sector 
and economy projections.

Use ‘standard’ credit risk scores to reflect 
relative balance sheet strength.

Monitor fast-reacting stress-related 
attributes, including CATO data, current 
account balance and cash flow indicators.

Adapt risk threshold and pricing to cope 
with weaker applicant set.

Consider changing product set to focus on 
cash flow versus growth support.
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A number of Tier One UK banks are already testing our categorisation 
services, which have since been expanded to help assess the impact of 
the Covid-19 outbreak. It is fully expected that the capability can be further 
adapted and applied across the globe to deliver consistent routes to 
categorising consumers’ income and expenditure analysis. 

The categorisation capability is believed to deliver accuracy of around 
95% given the richness of insights. The engine has already processed 
more than 1.6 billion transactions and is now being used and tested by a 
range of banks and lenders to help support their credit risk and customer 
management processes.

•  Demonstrates significant improvements in credit assessment during 
application and decision processes, helping drive a multi-million pound 
potential savings in bad debt.

•  Demonstrates significant reductions in manual referral rates for 
customers with irregular income patterns - such as those customers 
working in the gig economy.

•  One of the UK’s leading insolvency firms identified that 22% of customers 
could afford to pay more, while another 11% were over-paying, resulting 
in a 60% improvement in sums collected. 

Categorisation engines drive 
customer insight
Our categorisation engine takes a two-tier approach to analysing current 
account transactions. First, it matches key words by looking for key brands 
and regularly used descriptions - such as Starbucks, retailers, train travel, 
barber shops, city councils and so on. Second, it also identifies regular 
payment patterns – for instance on the 30th of each month a customer 
may receive £3,500 inferring a regular salary credit. In all, the engine 
analyses nearly 200 income and expenditure categories including regular 
and irregular credits, as well as essential, committed and discretionary 
spending. The result provides a clear picture and granular view of the 
customer’s typical financial activity every month. 

•  It also offers more categories than market peers, with far greater 
flexibility in understanding client liquidity at both individual and  
portfolio level. 

•  It continually evolves, thanks to advanced machine learning algorithms 
which offer scale and help maintain accuracy. Many others are reliant 
manual keyword updates to keep services up to date.

• It can also operate across global markets.

Creating a clear customer view contributes to far deeper income insights. 
These include critical stability and balance and indicators as to how long 
money lasts between pay days, how many days do customers have less 
than £100, or early warning signs of vulnerability - gambling, payday loans, 
high and consistent card payments.
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Delivering improved  
insights into commercial 
customers’ liquidity
Experian has a deep level of understanding into the financial viability of 
individual businesses, their cash reserves and financial position. The use 
of Monthly Credit Bureau data and scores can help enrich the picture 
of commercial customers, their associated risks and highlight potential 
actions available – from capital management, to triage, specific offers, 
relationship management and so on. 

At the same time, modelling and analytics are now being adapted to better 
predict business volatility in the current environment. The analysis has 
directly supported the Treasury to help inform interventions by developing 
scores which identify fluctuations and stress in the availability of cash flow. 

Our data science teams have also developed accurate (+80%) commercial 
categorisation models for use in affordability assessments, by combining 
business income and expenditure statements with a host of macro-
economic indicators to create specially tailored cashflow analysis, revenue, 
income and eligibility checks.
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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.

•  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. 

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

• Adverse events such as CCJs and company events.

•  Covid-19 business stress-specific variables including Business Volatility 
Score. It’s a new short-term score enabling lenders to accurately assess 
the commercial viability of new and existing customers and analyse their 
likelihood of missing payments or defaults. It takes account of the current 
economic climate on a sector-by-sector basis. Using it with Commercial 
Delphi or other Experian risk scores is already proving successful in 
enabling lenders to make timely, accurate and well-informed decisions 
when it comes to supporting SMEs. 

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.

Alerts can also be based on key stress indicators. When an account crosses 
a predetermined threshold, it is added to an email with details of the trigger 
event and sent to key parties.

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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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.

Summary
•  Speed and timely action are everything. Recovering revenues 

gradually as the crisis abates won’t be enough. Top-performing 
lenders will already be rethinking their revenue profiles, to 
competitively position themselves for the long-haul.

•  Consider accelerating investment in digital, technology and 
analytics programmes. As a matter of default, the crisis has 
already driven a significant shift to digital. But again, the innovators 
and top performers are going further, by enhancing and expanding 
their digital channels. They’re successfully using advanced 
analytics to combine new sources of data with their own insights 
to make better-informed, smarter, faster decisions - and directly 
strengthening their links with customers.

•  Adaptability is vital. Given crisis-related disruptions, adaptability 
is essential. It may mean considering new or non-traditional 
collaborations with strategic partners.

•  Consider growth and scalability. They now hinge on three crucial 
factors - an ability to embed data and analytics into decision-
making, flexible platforms that can quickly adapt to an evolving 
marketplace and an internal culture that is willing to foster 
innovative thinking and value creation with new strategic partners.
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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/
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