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Introduction
Economic turbulence is forcing lenders to tap into every bit of their strategic agility -- to detect, assess, and respond well in this 
uncertain environment. From furloughs to layoffs, banks and credit unions are tasked with helping applicants through a variety of 
emergency loans, fee waivers, payment deferrals, and other relief services - all while navigating shifting guidelines, relief programs, 
and government requirements. Serving people while minimizing risk in the most uncertain of times is prompting lenders to get 
more resourceful, more nimble, and ask the utmost of their teams. One thing is clear: Agility has never been more important for 
success in lending. Gaining operational agility is the means to make better and faster lending decisions in a risky environment, get 
more productive with the resources you have on hand, and reduce risk without sidetracking your growth story. So, what’s the best 
approach? 

This lender’s guide provides actionable advice on a handful of fronts to get you more agile. It gathers what we’ve learned so far 
working with dozens of lenders of all sizes to accelerate their modeling, improve their risk assessments, and automate their lending 
decisions. A blueprint for success exists and we want to share it with you. Read on to learn the four major principles of agility as 
you actively evolve your company’s strategy and tactics in this demanding economy.



State of the Industry

The 15-largest US banks have set aside 
$76bn to cover projected bad debts

Accenture warns that the estimated losses from bad 
debts could rise to $880bn by the end of 2022
Source: financial times

Average Mortgage Underwriting 
times: 5-8 days

More than 27% of Black and Hispanic Americans 
are “credit invisible” or “unscorable”, compared to 
just 16% of white people

27%

Next: The Agile Lender updates more often

https://files.consumerfinance.gov/f/201505_cfpb_data-point-credit-invisibles.pdf


The Agile Lender 
updates more often

Are your models up to date? If you’re like most lenders, you probably rely on 

a loan origination system with traditional rules of thumb – and then, once or 

twice a year, convene your lending team or credit policy team to review and 

manually recalibrate credit decisioning models as market conditions change. 

That system was okay at handling loan applications that were clear approvals 

or rejections but did less well at sorting out those cases that could go either 

way. 

Seven months into the pandemic, COVID has scrambled the reliability of 

traditional credit signals you depend on to inform your current policies. 

Traditional scorecard models were never designed to handle situations where 

a number of key data inputs would, at best, no longer be available and, at 

worst, incorrectly reported, driving inaccurate credit decisions. More than 

80% of lenders surveyed in a recent report by Cornerstone Advisors said they 

were unprepared to adapt credit models to COVID. Lenders find themselves 

in a precarious position as they have to worry about the coming wave of 

defaults for their pre-covid loan portfolio and loans they’ve made the past 

seven monthly.  

The agile lender is currently accelerating their model review cycle. 

And the forward thinking lenders are building more resilient machine learning 

models so they can adapt their models quickly while also making them better 

at absorbing change.
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Nearly 4 in 10 of the 
lenders reviewing models 
quarterly plan to shift to a 
monthly cycle

Half of the lenders 
reviewing semi-annually 
plan to go quarterly

Next: The Agile Lender decides faster

~40% 50%

https://zest.ai/resources/credit-modeling-and-the-need-for-speed


The Agile Lender 
decides faster

Right now, it typically takes a mid-sized lender 15 minutes to an hour to 

evaluate an applicant. Are today’s consumers prepared to wait 15 minutes for 

a loan decision? *Checks notes* No, they are not. There’s a competitor out 

there ready to make that applicant a fast offer using a machine learning model 

which more precisely ranks the risks of each incoming applicant and provides 

the confidence to render decisions instantaneously. The only way to achieve 

faster decision making is through technology and automation.   

The Agile lender recognizes that new technology, like machine learning 

is a catalyst for transforming how much value their team delivers to the 

organization. What excites the agile lender are the opportunities to offer 

instant decisions, better pricing, and personalized service to borrowers. 

Leading change and being at the forefront of technology adoption is never 

easy. Mention the word AI and many underwriting teams see visions – perhaps 

even nightmares – of AI replacing people and going rogue with ruinous lending 

decisions. However, as Jenny Vipperman, Chief Lending Officer at Vystar 

explains, AI isn’t the boogeyman people fear it to be:
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“The role of the underwriter doesn’t go away. It just 
becomes something new, just like it became something 
new 12 years ago, just like it became something new 
before that. [We have to show people] this is what your 
career path is going to look like.” 

Jenny Vipperman, 
Chief Lending Officer, VyStar Credit Union

Next: The Agile Lender is more inclusive



02The Agile Lender 
is more inclusive

Where are the good new borrowers? They’re less likely to be among the 

prime or super-prime, over whom all the biggest lenders are fighting like mad. 

The agile lender knows there are better opportunities in better spotting good 

borrowers from credit segments and populations that have been traditionally 

harder to score with precision. Millennials. Thin-file applicants. Immigrants. 

People of color. A more inclusive lending program is a win-win: good for the 

financial institution and delivering more economic opportunity for people.

But getting to those borrowers safely may require a better model that can rank 

risk across the credit spectrum despite missing data. Having a more accurate 

score for borrowers across the risk continuum allows you to select target 

cut-offs and margins with more precision, nuance, and flexibility, which gives 

the agile lender confidence to extend their footprint into near-prime, thin-file, 

no-file or other groups.

 

One step toward that more inclusive lending approach is to diversify and 

augment the sources of data you use to build a model. Competitive advantage 

alert: Depository institutions are only now beginning to use data types such as 

account data (if the applicant has a deposit account at that institution). Few 

have fully implemented it into their lending practices.
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Fintechs use alternative data more regularly

Next: The Agile Lender sees around corners



The Agile Lender 
sees around corners

Underwriting models aren’t designed to deal with lots of external change; 

they’re making predictions based on the data they’re trained on. They’ll 

return safe credit decisions only as long as the profiles of new loan applicants 

match the model’s training population. In the real world -- and what could be 

more real-world than a pandemic-sparked recession -- applicant pools can 

shift until an algorithm trained on one population will start to mischaracterize 

applicants from different or new populations, resulting in an unpredictable and 

unsafe model.  

More robust monitoring is a primary goal for the agile lender. All lenders 

have a few methods in their toolkits for monitoring blind spots in models. 

Most check outputs using measures like the Population Stability Index (PSI), 

which measures how much a variable has shifted in distribution between two 

samples or over time. They can also monitor model scores. 

Forward-thinking lenders are thinking about checking inputs and their 

interactions, not just outputs. The pandemic exposed limits of regression 

models and lenders want to avoid simply stopping or pulling back on 

origination as they wait for recovery. When the next crisis occurs,would you 

rather be able to execute a re-fit faster when the monitors start to flag drifting 

and blind spots? 
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Detect changes 
that may impact the model’s ability to accurately 
predict outcomes in the applicant pool early.

Get triggered alerts 
and take proactive steps to avoid the impact felt 
more heavily by competitors in the market.

Next: Conclusion



04Conclusion
Lenders who’ve automated key parts of the model development, validation, documentation and governance process will be 
able to react to changes in the marketplace faster than those who haven’t. Lenders who have well-tuned monitors in place 
are better equipped to spot issues before they impact portfolio performance.

Millions of individuals and small businesses need help and lenders have a big role to play in supporting their recovery. Lenders 
have a real opportunity to become far more agile so that they can help borrowers during the current crisis and beyond by 
building sustainable innovation and a more agile approach to lending.

“A downturn is the best time to get agile 
and invest in your digital strategy.”

Jason Osterhage, Chief Lending Officer, Alliant Credit Union

info@zest.ai
Schedule a Demo to learn how AI can help your organization make better and faster lending decisions.

Next: Transform your underwriting with the power of AI



Transform Your Underwriting 
with the Power of AI
More data, better math, and smarter software delivers better results for every lending objective:

Interested to learn how leading financial institutions are using machine learning to achieve agility in lending? 
Here are a few resources to help you get started:

Faster cycle 
time

3x

Next: About Zest.AI

Increase in 
approvals

15%
Increase in 
net yield

4%
Decrease in 
losses

30%

How AI and Automation Fit into your lending process

Using Machine Learning and Alternative Data to Improve credit outcomes

Ebook: How AI is Reshaping Lending

Leaders in Lending share how they’ve championed new technologies to build smarter lending operations.

https://zest.ai/article/how-ai-and-automation-fits-into-your-lending-process
https://zest.ai/article/using-machine-learning-and-alternative-data-to-improve-credit-outcomes
https://zest.ai/resources/how-ai-is-reshaping-lending
https://zest.ai/article/meet-three-lending-executives-who-are-mainstreaming-ai-in-underwriting


About Zest
Zest AI makes the power of machine learning safe to use in credit underwriting. Lenders using Zest AI software make better 
decisions and better loans—increasing revenue, reducing risk, and automating compliance. Zest AI was founded in 2009 with 
the mission of making fair and transparent credit available to everyone and is now one of the fastest-growing fintech software 
companies. The company is headquartered in Los Angeles, California. Learn more at www.zest.ai and connect with us on Twitter 
and LinkedIn.

With Zest, you can:

Better Lending for you and your customers with more powerful insights and more accurate risk assessments, Zest gives you the 

ability to approve more credit-worthy borrowers, reduce existing losses, offer better rates, and develop more customized policies 

and rules engine for your business.

Grow

Identify the best 
borrowers and safely 
increase approvals

Protect

Mitigate risk, limit 
losses, maintain 
performance

Optimize

Exchange pricing, 
segmentation, and 
recoveries

Automate

Gain efficiencies and 
return on high-value 
activities



Thank You

Schedule a Demo to learn how AI can help your organization 

make better and faster lending decisions.

info@zest.ai


