“i* nestegg

Better lending during

the cost of living

Crisis:
ABCUL 2023




Problem

Continuing to grow the loan book when

more loans will have to be declined

*# nestegg Objectives

Breakout objectives

v' Better understand changes to

lending risk
v' Review different borrower types

v ldentify opportunities for growth




¥ nestegg

Part 1;: the data
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“# nestegg Data
@ . ;
20 community credit unions in England, Wales & Scotland

75,000 lending decisions

1 March 2022 - 28 February 2023

Map caniritaiions. and fia GIS Usor Community




“i* nestegg Credit profiles

Characteristics of borrowers by credit profile

Credit Credit

. Defaults CCls Debts Mortgage
profile score




“* nestedg Bad loans / distress

Credit bureau FeA

. 90 days (or a default)

- Status =>3
New CCJ
New CCJ
Insolvency
Insolvency
- Accounts passed to debt collector
¢ 6 & o o o o o @

o R R R RRRE




“# nestegg  Qverall accept rates

Accept rates

Credit profile  March '22 Feb ‘23

Overall 44% 37%




Family Expenses

Emergency /
Living expenses

Household
Improvements
32%

5%

1%

Holiday Costs

Car Purchase

1%

Credit Card /
Overdraft
3%

Debt
Consolidation
14%

Household
Equipment
17%

¥ nestegg Purpose
March 2022 February 2023

Loan
4%

Wedding
Expenses
3%

Credit Card /
Overdraft
2%

Car Loan
5%

Holiday Costs
5%

Household
Equipment
6%

Car Purchase
19%

Debt
Consolidation
29%

Household
Improvements
25%




hestegg Amount applied / owed

Income

Amount

Amount owed

£- £1,000 £2,000 £3,000 £4,000 £5,000 £6,000 £7,000

uFeb-23 mMar-22




“*nestedd  Family Loan Fran

a N

When its
Christmas, or the
school holidays, I

want to be able to
improve
cashflow, so that |
can meet these

extra costs

77% of applicants

Amount requested

March’22 Feb ‘23

£1,280 £1,345
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“*nestedd  Family Loan Fran

Credit Poor < 565 (528)
score Mar ‘22: 526 Feb ‘23: 530

£1,500 per month
Mar 22: £1,495 Feb 23: £1,615

£4,950
Mar 22: £4,675 Feb 23 £5,100

Missed 83% status > 3
SEMINEIISE /o 00 83% Feb ‘2% 85%

Final lending decision
March ’22 Feb 23
42% 35%

58% 65%




¥ nestegg

Date Range: Last 90 days

£300
£250
£200
£150

£100

£0

Family Loan Fran

Jan 2023

Open banking

Running Balances

Il Running Balance

Peaks of weekly
income from tax

‘ ' credits and child
 \ benefit

J

( Immmediate

Feb 2023

h

| housekeeping
=
 \ spend

~

( No overdraft

Mar 2023

facility




=7 nestegg Payroll Pete

a N

When I need to
buy a big ticket
item, like a car, I
want to be able to
pay back from my
salary, so that |
can repay without

feeling the pain

15% of applicants

Amount requested

March’22 Feb ‘23

£2,370 £2,745
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¥ nestegg Payroll Pete

Credit Fair < 566 - 603 (581)
score Mar ‘22: 582 Feb ‘23: 582

£1,685 per month
Mar 22: £1,565 Feb 23: £1,765

£7,010
Mar 22: £6,235 Feb 23: £7,345

Missed 42% status > 3
SEMMCIISE /o 02 41% Feb 23 43%

Final lending decision
March ’22 Feb 23
70% 67%

30% 33%




Date Range:

£3,000

£2,500

£2,000

£1,500

£1,000

£500

£0

+* nestegg

e

Dec 2022

Last 90 days

Payroll Pete

Open banking

Running Balances

Jan 2023

Reasonable
income each
month

[

Il Running Balance

[T

Loan repayments
on first day of the
month

T

( Slow trickle to zero

Feb 2023

balance




~#* nestegg Higher income Hannah

-

When I borrow to
renovate my
home, I want to be
able to pay back
flexibly, so that |
pay less interest if |
have some spare
cash and want to

K overpay

8% of applicants

Amount requested

March’22 Feb ‘23

o




~#* nestegg Higher income Hannah

Credit Good > 603 (631)
score Mar ‘22: 630 Feb ‘23: 632

£1,950 per month
Mar 22: £1,895 Feb 23: £1,960

£9,525
Mar 22: £9,485 Feb 23 £10,185

Missed 6.5% status > 3
payments Mar ‘22: 8% Feb 23: 9%

Final lending decision
March ’22 Feb 23
94% 89%

6% 11%




~#* nestegg Higher income Hannah

Open banking

Date Range: Last 90 days v Higher income
. h and
Running Balances =ac rﬁ;‘ntﬁvery
£3,000

£2,500

( Loan repayments
on first day of the

£2,000 \T\ month

£1,500

Mortgage and
other bills shortly

£1,000 [ T after
£500 n ]
’_kb—kﬂﬁ_‘ '.
£0 1] l : ! 3
Dec 2022 Jan 2023 Feb 2023

[l Running Balance




“*nestegy |ncreased borrowing

Over 1in 5 adults are borrowing
more money or using more credit

Adults in Great Britain

25 23%
20
15
10
14-Nov-21 19-Feb-23

Office for National Statistics
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Feb23 30%
Mar 22 27%

Debt ratios

Amount owed / annual income

A

D
o
-

Feb23 34%
Mar 22 29%

Feb23 43%
Mar 22  42%
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Unsecured Loan, 31.6%

March 2022 - top 15

Personal
loan:
£1,644

Hire Purchase, 19.4% Credit Card, 16.6%

Mail Order:
£422

Current
Account, 3.4%

Utility, 4.2%

Second

Water, 2.0% it, Mortga...
: 1.5%

Telecommuni... | Balloon HP,
Mail Order, 81% 7.5% 1.9%

- nestegg pDebt by account type

9

Hire

Purchase:

£1,011

Telecom
£392

Credit Card:
£864

Utility:
£341




¥ nestegg Spending

Nearly 6 in 10 adults are using less
fuel in their homes due to cost of
living increases

Adults in Great Britain

80
60 57%
. /\'\J\/_\«—\
20
o)
03-Jan-22 19-Feb-23

Office for National Statistics




“ nestedd pDebt b

Unsecured Loan, 34.8%

February 2023 - top 15

Credit Card, 21.5%

Personal
loan:
£2,088

&N

Hire Purchase, 19.3%

£350
Utility ,
Balloon HP, 3.2%| 22%

Ho... |Cre..

Cre.. | Sal..
Current Water, Pay
Account, 3.0% 1.7% da...

Mail Order:

y account type

Credit Card:
£1,156

=

Telecom
£258

All down

9

=

Hire
Purchase:
£1,156

Utility:
£253




2 nestegg BNPL

£150.00

> M% of loan applicants to credit

unions had a BNPL agreement

£125.00

» The average monthly

£100.00

repayment was £38

I » The average amount owed was
- II I £42

» Applicants with an income

under £1,500 owed 14% more

& F
i

FEEESE '«‘h '0’\ & &
» Outstanding balances are
B Balance

Repayment

projected to rise 13% by May
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Part 2: opportunities for growth




nestegg

1. Generate leads

Holiday loan: 3 months

See Think

Do

/Set a budget \ KAppIy for a Ioan\

Find a location

Decide package
* Where dowe + How much will * Where will we + How much dol
want to go? the holiday cost? stay? need to borrow?
* What are the up « What budget will | * Hotel or self- « How much will it
and coming K need? J catering? cost?
places to visit? » Activities? « How long will it

e Excursions

\ take to repay? /

Hard check

Soft check




“¥*nestedd 2, Remove friction

'
X
'

< |

FRICTION

| y

MOTIVATION

Compelling and wask oml) 10 aetion
relevant content, eas ’
Y hard to use, lack of

to use site, trust ViSitor trust Goal




"#* nestegg 3. Credit cards

—A

v
v
Credit card 31% of members
consolidation have revolving
consistently the highest credit elsewhere

credit score (600)

1in 2 are between Credit card rates
50% and 100% of are between 22%
their limits and 70% APR




“i* nestegg 4. Car loans

Units Finance

ﬁ Total value
| e |

£36.7bn in 2021 (6% increase)
Split
737,000 new cars on finance (up 13%)
1.7m 274 hand cars on finance (up 10%)
Recent changes

2nd hand: 2nd hand:

Q1,2022: 5% growth Q1,2022: 6% growth in value
Q2,2022:19% fall Sources: Statistica, Finance Leasing Association Q2,2022: 6% fall in value

Cars sold: 2021

1.7m new cars (1.3% increase)

7.2m second hand cars (12% increase)

Value: 2021

Average price new:
Average price 2"d hand: £16k
Average price 2" hand (<10k miles): £19k

Recent changes
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252
238
224
210
196
182
168

140
126
112
98
84
70
56
42
28
14

I ACCEPT Ml DECLINE | REFER

Mar 2022

Apr 2022

May 2022 Jul 2022 Sep 2022 Nov 2022
Jun 2022 Aug 2022 Oct 2022

12 UK wide credit unions with 100,000 loans

Sources: NestEgg

Dec 2022

Credit union car loc

Jan 2023

2.6% of all 5% of
loans value

2.6K £8.4M

£ 46.7% t 84.8%

@ REFER
@ DECLINE
@ ACCEPT

5% higher
auto accept

rate

Decisions over time
Feb 2023

Average credit score: 600

548 for
ALL loans




“¥ nestegyd 5, Business as Usual

- D

ou Just learn to get by. Spend
less on other things if you have to.
Look out for deals.

Having the Credit Union means
I'm less worried about this kind of
thing. Knowing | could get a

Mary, Central Liverpool Credit
Union member

K cheap loan or use savings.




¥ nestegg

Decision Engine

Disposable income

£-4616

Helping you navigate the cost
of living crisis with inclusive &
configurable credit decisions

Thank you!

Broker platform

emawmws  127% APR owvmies 19.6% APR oot 42.6% APR

One place for people to check eligibility
to join and qualify for loans from
responsible lenders across the UK




