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Business Agility for Smarter Lending

ECONOMY

Weak conditions impact
investment decisions and
reduce need for financial
services

COMPETITION

Intensified competition
with increased M&A,
divestitures and entrance
of non-bank service
providers

CLIENTS

Rapidly evolving
expectations for offerings,
service unbiased advice,
and convenience

4K |
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TRUST

Rebuilding trust and
confidence across the
system is critical to future
growth and stability

REGULATION

Radically increased
oversight ushering in a
new era of increased
government intervention

CAPITALIZATION

Mature markets and
emerging markets alike

focus on rebuilding their « 1 ,
< am

capital reserves
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There are dramatic forces of change across financial institutions...



Business Agility for Smarter Lending

....Impacting the world’s most complex system.

* A global system moves more
than $74T of money each day

* A financial supply chain that is
massively interconnected and
interdependent

* Public and private partnerships
are suboptimal cross-border
and within borders

» System requires 24/7
continuous flow of information

* Rapid increase in types of data
entering financial system from

“real economy” digitization
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Business Agility for Smarter Lending

The need and opportunity for progress are clear...

50%

Percentage of
customers who would
give their bank only
two chances to fail
before considering

a change in banks.

90%
reduction
In manual
process

Streamlined operations:
Bank of New York Mellon

The bank streamlined
operations to achieve a
90% reduction in manual
touch points in the check-
clearing process—cutting
processing errors and
required remediation.

93%

of the 285 million
electronic attacks are
focused on the finance
sector, and well over
half were detected by
third parties

$1M in fraud
eliminated
each month

Large US Retail Bank:
Financial Crime

On the second day of
production, the new system
prevented $500k in a single
transaction, a additional
$733k of activities in the first
month and confirmed $1M on
a monthly basis.

25 billion

Global trading systems
are under extreme
stress, handling billions
of market data
messages each day.

21x
more
messages

Automated trading:
TD Bank Financial Group

IBM developed a first-of-a-
kind system capable of
consuming, analyzing and
acting on real-time market
data while maintaining sub-
millisecond response times

even under extreme data
loads
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Business Agility for Smarter Lending

With a unrelenting focus on the client the imperatives for
financial services are threefold...

CAPITAL AND LIQUIDITY

Capital

» Raise capital through public and
private investment

» Reduce leverage

Liquidity

= Utilize government liquidity
facilities

= Leverage alternative forms of
financing

M&A

= Jettison all but core assets /
restructure business model

= Reduce government ownership
over time (if applicable)

COST AND COMPLEXITY

Cost base

= Evaluate headcount &
compensation

= Rationalize recent mergers &
acquisitions

Strategic simplification
= |T Modernisation
= Qutsource non-core components

Partnerships

= Reduce the IT/business
disconnect

= Standardize vendors
= Connect to new utilities

RISK AND TRANSPARENCY

Risk exposures

= Address risk models, scenarios,
stress testing and model input
weaknesses

* Improve governance models

Risk portfolio management

= Ensure comprehensive, accurate
and timely data

= Create a risk-based culture

Transparency

= Analyze and report enterprise-
wide risk positions

= Proactively create transparency
for regulators, shareholders and
clients

G software
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Business Agility for Smarter Lending

TowerGroup Top 10 Technology Initiatives for
Consumer Lending (2011)

Business Drivers

*Unprecedented regulatory compliance change

Strategic Responses

*Shift to nondiscretionary compliance IT projects

*Regulators seeking standardized, transparent «Continue improving risk management

processes and rationalized data +Delay new IT and core systems replacement
*Weak economic recovery; sovereign debt crisis *Reexamine core processes and channel choice
*Flat to declining loan demand and revenue, housing *Promote information transparency and clarity
market dynamics *Focus on customer segmentation, evaluation, and

«Asset-backed securities (ABS) investor information retention

requirements/lawsuits
*Ongoing FSI failures and consolidation
*Burden of distressed asset management/lawsuit

Top 10 Technology Initiatives for Consumer Lending (2011)

New, maintenance, Integrated credit, Core lending systems Data management for Analytics and
and replacement collateral, and fraud transformation business intelligence optimization for
technology for risk management loan decisioning
compliance
Enterprise content | Refined view of Redefining and Multichannel lending | Mobile lending and
and process customer relationship restructuring core and servicing servicing
management and value processing IT and realignment

operations

Source: TowerGroup T -
WebSphere. ELliEL: © 2012 IBM Corporation Smarter Lending 4 I! 7



Business Agility for Smarter Lending

= Serious delinquencies
= Writedowns

= Single Point of Contact
= QRM

The bad...

» Changing regulatory environment
= Compensation and pricing

» GSE’s and the politics of housing

The good.....

= New book is best ever with high quality loans and high borrower FICO scores
= Low rates keep volume strong

= Survivors are poised to capture new opportunities in a consolidated market

» Changing business models

v
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Business Agility for Smarter Lending

» Unprecedented volume of rescissions and denials is costly and creates forward risk
uncertainty

= Continued high loss experience, default ratios and new defaults
= Pool insurance market non-existent
= QRM

The bad...

= Revenue challenges due to low volume of new private insurance in force or need to grow
share in a smaller market

» |Increasing risk to capital ratios
» Changing regulatory environment
= GSE’s

The good.....

= New book is best ever with high quality loans and high borrower FICO scores
= Declining reserves against future claims as default inventory slowly declines
= Survivors are poised to capture new opportunities in a consolidated market

» Changing business models

v
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Business Agility for Smarter Lending

But for banks who decrease complexity in their Lending Processes
they can...

» Decrease lending cycle from 7 days to
hours for most applications

» Reduce processing centers and
provide geographic coverage and
business contingency options

» Trim employees from 135 to 25

» Reduce cost of application from
$38/application to $7/application

- -
WebSphere. ELliEL: © 2012 IBM Corporation Smarter Lending I! 10



Business Agility for Smarter Lending

Loan Growth Is Flat, So Businesses Must Be Efficient and
Automated To Grow

Number of New Consumer Loans, By Loan Type (2006 — 2013P)

(Millions)

30

25

20

15 -

2006 2007 2008 2009 2010 201ME 2012P 2013P

——Automobile -=HomeEquity -+ Mortgage -—Student

S : TowerGroup estimates (January 2011) ™ -
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Business Agility for Smarter Lending

Are You Running Inefficient & High-touch Loan Origination
Processes?

Bank Customers Experience

= Waiting time of two weeks for loan results

= Numerous errors and re-submissions of customer data
* Frequent call backs from bank for more information

= No visibility in status of loan

The Impact on Business Results

= 15 days for loan approval process
» 100’s of man-days lost to inefficient and manual processes

= Numerous loan origination systems increase IT support costs

~ 2R
WebSphere. ELliEL: © 2012 IBM Corporation Smarter Lending . II 12



Business Agility for Smarter Lending

Customer Satisfaction Declines As Loan Application Timelines
Increase (2008-2010)

(Days From Mortgage Application To Loan Closing)

757 739 734 <— Customer Satisfaction
B0 Rating (1
52 1 ating

46.9

50
m Application to Close
= Approval to Close

m Application to Approval

40 -

30
30 -
20

10 -

2008 2009 2010

S JD Power, TowerGroup analysis - -
1) Customer satisfaction rating measured on a scale of 1 to 1000 #
We []S.p 1= software © 2012 IBM Corporation Smarter Lending 13



Business Agility for Smarter Lending

... But banks are bottlenecked by growing IT complexity and
lack of capacity to meet the demands of the business

» The need for visible and flexible
connections across the lending ecosystem (customers,
vendors, partners)

= Proliferation of rigid packaged
and "homegrown" loan applications

» Variety of different platforms,
networks, and devices

= Exploding volume of unstructured information Architecture is
a key driver

= Time to market to capture market opportunities

» Lending platforms vs. product silos

= 360 degree view of the customer

= Common rules across platforms and products
= Real time decisioning
» Process standardization and reuse

= Collaboration with business users IT organizations must deliver shared
and reusable solutions more quickly

=  Measured on business outcomes
and at lower cost

vy

e -
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Business Agility for Smarter Lending

Can Your Loan Processes Handle Change, Uncertainty
and Complexity?

Transformation Today Means: P 9. .
.

= Simpler Business Led
Change

= Optimized Processes
and Decisions

= Full Process Visibility
and Governance

Agile Processes and Decisions with
Business Process Management -.i,-
Smarter Lending 15
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Business Agility for Smarter Lending

Why IBM Business Agility & Smarter Lending?

INSTRUMENTED INTERCONNECTED INTELLIGENT SMARTER LENDING
I ~ L/ ”
+ ;Tn; + “‘g" =
Financial products are A smart bank is built A smart bank enables A smart bank
decomposed and on systems that the rapid, intelligent anticipates client
managed at the advance processing to analysis of a vast mix needs and delivers
atomic level, allowing better automate of structured and innovative products
the participants to transactions with unstructured data to more quickly and
measure, control, counterparties, improve insight, consistently than the
sense and respond partners and suppliers enable informed competition. It can
quickly and precisely to enable innovation judgment and fight respond nimbly to
based on a “single across the value abuse. changes in market
source of truth.” chain. conditions.

v
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Business Agility for Smarter Lending

McKinsey 2012 Survey: Process is King

Focus on effectiveness and efficiency
% of respondents’
Current IT priorities at respondent’s company Ranking by current priority
Total, Non-IT IT executives, Ranking by
n =927 executives, n=471 ideal priority,
n =427 total, n = 927
Improving effectiveness of
business processes a7 1 2 1
Improving efficiency of
business processes 45 2 3 4
Reducing IT costs 44 5 1 7
Providing managers with information to 40 3 a4 3
support planning and decision making
Creating new products or services f 29 4 6 2
Ensuring compliance with regulations | 23 6 B8 8
Entering new markets 20 7 S 5
Managing risk ] | 14 8 7 (5] ‘
Respondents who answered “other” or “don’t know” are not shown.

Even in their dreams, they put process above creating new products and
services!
McKinsey 2012 Technology Survey of 927 IT and non-IT Executives, December 2011 .

18 :
WebSphere. ELliEL: © 2012 IBM Corporation Smarter Lending r 18




Business Agility for Smarter Lending

IBM is the Undisputed Leader in All Things Process
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Business Agility for Smarter Lending

Current business challenges...

0—'— Knowledge workers in all industries must

n do more with less...
o ®* Automation has handled the routine; exceptions are now the
b |

norm; many automated processes are outsourced

documents

®The volume and variety of information can be overwhelming, and

images it is arriving faster every day
e E ®Flexibility is essential to responding effectively to opportunities or
R threats
o F | ®*Regulatory or legal risks require consistent adherence to critical
policies and rules
video
..yet businesses need to Improve service

g-rmail

and manage risk while controlling costs
.—

WebSphere. ELliEL: © 2012 IBM Corporation Smarter Lending 20



Business Agility for Smarter Lending

To regain lost productivity, improve response times, increase
speed to market, and respond to regulatory challenges banks
require Business Agility

= Agile processes to optimize decision
making

= Unbounded applications that enable
business change and maximize
investments

» Rapid, adaptable integration to thrive in
an interconnected world

»= Flexible and intelligent infrastructure
for performance, productivity and scale

» Take advantage of new delivery models
— mobile, cloud, appliances

In order to execute across a broad and increasingly

v

dynamic business network X " z
Smarter Lending 4 2 21
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Business Agility for Smarter Lending

Types of Business Processes

A business process is a collection of interrelated tasks, which accomplish a
particular goal, usually decomposed into several sub-processes.

Automated, Stralght Coordinated, Scheduled Contept

Through Processing Intensive

(Payments, Trade (Integrated Supply-Chain, (Paper processes,

Settlement) Case Management) Account Origination,
Claims)

/

Structured

\

People Systems Information Unstructured

Processes
Compliance Non-Deterministic, Collaborative,
Event-Driven Artful, Ad-hoc
(Automated Records & (Fraud Detection, (Contract Negotiation, % s =
Process Management ) Merchandising) Collateral Creation) *
WebSphere. ELliEL: © 2012 IBM Corporation Smarter Lending 22



Business Agility for Smarter Lending

Challenges of Traditional Process Management

* Processes inside applications
— Processes are rigid and costly to change
— IT changes needed lag far behind
— With passage of time, changes may no longer be relevant

* Processes that span applications and organizational
boundaries
— Any changes have implications across all applications

— Inefficient and ineffective processes remain long after the need for
change has been recognized

» Managed manual processes
— No automation exists to enable on-the-fly process changes
— No automation exists to trigger processes based on events or patterns

» Ad-hoc processes
— Most systems are not equipped to capture ad-hoc work
— Most ad-hoc processes often not tracked or monitored
— Costs remain hidden and ad-hoc processes remain ad-hoc

Opportunities for business optimization and business innovation are lost

BT TN software © 2012 IBM Corporation
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Business Agility for Smarter Lending

Business Chaos Begs for Process Improvement

Customer
ot Service Finance 1. Informal _tasl_<s and
Administration BT OPET T e, . commu_lr;lcatlon (e.g. Paper
..... or emai
------ g Executive B
: Management 2. Inefficient working
..... environment spans systems
o 3. Inconsistent prioritization
. g - 4 Inconsistent decision making
N Invoice TR — e “fl 5. Incomplete or inaccurate
e Reconciliation — B
““““ " Teams — —F - : s data flow between systems
--- i 3'rd Loy A 6. Lack of control over system
L Z Party UL and business events

Services gy (exceptions)

F 7. Poor visibility into process
"W performance

anns
--l---
Ll o

‘lllllllllllllll

8. Tribal Knowledge

D TTTTT s R
- ‘ Customer Problems:
- ""::”‘:""""'""" o __————+ Cannot grow efficiently
\“‘\\\\ S — +Poor customer satisfaction
— + Limited visibility

We []S,p 1= software © 2012 IBM Corporation Smarter Lending 24



Business Agility for Smarter Lending

Process and Decision Management Bring Order to Chaos

Elnahee 1. Automatically prioritize and

and Ops route work
Risk Management

Teams = et L Elacitive 2. Guide users through

4 Administration ) Management decisions

3. Standardize resolution

_ e across geographies
Customer o

Service 4. Leverage existing systems

and data

5. Monitor for business events
and initiates action

6. Real-time visibility and
process control

7. Automate decisions

o F S 5. Reduce errors and improve
BT - accuracy

'''''' 9. Improve consistency across
- ) geography, channel, division

......

......

................ D Customer Benefits:

""""" ‘ " - Huge reduction in manual
: - interactions

.er
csee®
........
.ee
..

...... =~ R - Faster Issue Resolution

.....

* More flexible, res
systems

WebSphere. ELliEL: © 2012 IBM Corporation Smarter Lending
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Business Agility for Smarter Lending

The Essential BPM Capabilities

I _,___,,_.____,_J___f_,— —
_'_‘_'_,_,—'—'_'_'_
J—
F ol I__']!;‘}[-
I = 'J Lniudeling
Automation
/‘ ~ o Rules
\C“:‘l}aburatiun information H
mance COIAR0TE
Gove o * - g ? | “& \Iv‘
) # Analytics
i Events
n
. uphmlzaiiﬂn Monitoring A
. Casts
Integrafion \
e
—
o
H\ _._._'_,_.—'—'_'-'_
—
—
"_\_._._-—'—'_

* Modeling
G * Monitoring
%';“;; * Automation
* Governance

‘:) * Optimization

<Y> * Rules

‘= ¢+ Business Data
-

.
-

« Documents

Events

* Integration

P
@ + Collaboration
u

* Analytics
T -

software
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Business Agility for Smarter Lending B
BPM Capabilities Agenda
Process Discovery/Analysis/design Process orchestration and Active Content
Cament Autarancalby Instandt notification
delected Blod IMRLRS QroCass
[RRERREIE T - -] -::_____..-‘
: @ 1z2r arreal] E SRR [c’,
. U“:E;‘r ret Feaperi- ".’_"_,r"'

@

il )

o

Fill.Silvs% Elljnnr:s-
Leader LU

Corspardence L
farme auiamated

Transparent Exseution Sardar
Do lelon Sereles

il Cr el wen ] Bidisid i s
Dorcisions

Crohestrated Proces:s es

Fm,—' -
Idardfy bead =

fore t eennh :]

muke 3
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Business Agility for Smarter Lending

The BPM Lifecycle Empowers Business and IT to Collaborate and
Continuously Optimize Processes

Deploy, Execute, and Change

= Automate processes to improve operational
efficiency and profitability

= Adapt and collaboratively respond to change

Process Discovery “~ Continuously Optimize Monitor, Analyze,
and Modeling Predict and Act
q = Monitor implemented
process performance

= Assess, capture, and
= Track metrics to
measure and optimize
business operations

analyze core processes
= Guided optimization

= Align business strategy

- End-to-End Processes
and IT execution

Governance and Compliance

Manage and reuse shared services to streamline development and deployment
Maintain business and IT consistency as well as organizational and regulatory policy

{2‘

v

"y -
WebSphere. ELliEL: © 2012 IBM Corporation Smarter Lending 'E 28



Business Agility for Smarter Lending
Process Analytics and Social Collaboration in Real Time

he. Y

Smarter Lending
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Business Agility for Smarter Lending

IBM Blueworks Live: Blueprinting a Process
= What It Offers Sy e -, O
* Insight into processes ___ — @ .-,H--_:._-E_' ___._:',_._..; S
= Evergreen documentation e i S WS e e
= Rich template library e ——
= Benefits —
= Easy for novices, rich for experts S g il
= Keeps everyone current and engaged = =
= Participation of Business and IT e
.
Test drive Blueworks Live! Vi ——
Document & Run Processes in the Cloud i SO
www.blueworkslive.com - Lo g A
: _ T r———
Sign Up Now For a Free 30 Day Trial. ol s e e

o i M software © 2012 IBM Corporation Smarter Lending i! 30



Business Agility for Smarter Lending

Rules and Events Enable Optimized BPM Solutions

Automate, manage and govern operational decisions

First Name ‘Feter |

Last Name ‘Cmcker |

Event Clistsiar [EaR Event Management: Implements Action: Upsell to other
Request pattern detection based on an event products/services
o history — as data set evolves, what of

onvers e interest is transpiring?

How can we ‘personalize’ the offer based on client behavior?
What terms and conditions should we offer the client?

.........

Business Rules Management:
Implements a decision model -
given a snapshot view of data,
e | provides decision services
representing best course of action

R ER TR

- ‘.ﬁ'
We []S.p 1= software © 2012 IBM Corporation Smarter Lending 31



Business Agility for Smarter Lending

Extend Visibility with Business Activity Monitoring

Understand up-to- 8
Identify trends, | minute business .

J\fanitgr metrics, business ey forecast events,
Situations, and events in — make smart

performance by
monitoring KPIs

rﬁ'af—ﬁme choices

User customizable . Detect,
dashboards to ensure - — . respond
targeted, relevant ' o- '
information

rapidly to
' _chan-e

A’ Continuously
Feed and correlate alerts improve key

with business event Customize business

: dashboards |i
processing for enhanced casily — :

pattern visibility __ = Sce
) T e R S = - = i Rebalance human
Interact directly with : e Sl  workload on the fly
Leverage e RO i 4

devices : g =

s L ke Wt 33

Predict future values of
KPIs based on historic
and cyclic trends _ . -

Trigger alerts when
predicted values indicate
a problem detection .

Websphere. EhUELG . Smarter Lending : 32




Business Agility for Smarter Lending

Instrument “Shadow Processes”

Business MonitC

Oracle BPM

-

'Wei]Spi]erE software © 2012 IBM Corporation Smarter Le d ng"




Business Agility for Smarter Lending

BPM Projects from Inception to Production in ~90 Days

« BPM Analysts (1) ROleS

+ Engagement Manager (1)
* Infrastructure Specialists (1)

» Add BPM Developers (2) - Add Technical Architect (1) + * Infrastructure Specialists (1)
Week 1 Weeks 2-3 Weeks 4 to 10 ﬁe&ka \:\;eek

Detailed
Requirements

Iterative Development with frequent Playbacks Test

PLAYBACK 0
“Define the Process”

* As-Is and To-Be Process
Maps

» User Stories

* Problems and Pain Points

* KPIs/Metrics/SLAs PLAYBACK 1 Series PLAYBACK 2 Series PLAYBACK 3 Series
* Opportunities for “Build the Process” “Connect into the “Refine the Delivery”
Improvement Infrastructure”
* Process Triage * Author the Business Process * Model Corner Cases
* Process Charter and ROI Model « Data Flow Through « Expanded Search Capabilities
* Define the Roles / Participants « Other Systems of Record « Build Metrics and Performance Reports
* Define the Data Elements / « SMTP (Tuning and Measurement)
Vana_bles » Data Warehouse * Other types of Processing Automation
« Configure the Screens « LDAP / SSO « Feedback from Playbacks
* Model the Rules across the « EAIl

I
Screens and Model ek
Playbacks = Running the process for an audience of 1+. The main playbacks are for sign-offs of the whole Business+IT team. There are m*lent

ks, daily/weekly etc., for smaller audiences throu%hout the project. )
WEiJSpi'IEI’E software 012 IBM Corporation Smarter Lending
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= |BM POV- Dynamics in Banking

= |[BM BPM
= [IBM BPM in Lending

= |BM BPM Capabilities and Architecture
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Business Agility for Smarter Lending

Lenders are responding to challenges by utilizing strategic levers

including process, organizational and technology

capabilities

End-to-end Business Levers

Process standardization and
automation

oan Origina

Client and Product Data
Eroduct, Closing/

—— Booking

igence Fullfillment Funding

Marketing & dentification
Selection/

Sales of Client et
Underwriting

Workflow and Service Orchestration

Lending Services

Selection/
Printing/Delivery

——
=1 ity
m R
P——————
iziner RS

Pooling/

sis Syndication

Insurance/Tax/
Calculations Escrow

Integration Framework-Internal and External Interfaces

BesHERsEnS m

Organizational flexibility

Dot n &

o | eemmm Fs - e

Seament Anaiysis & | Evaluate Origination Preservation & Retention
o Platiorms

Mutti-channel Servicing
Foliey Defintion Strateay

Plan Loan Decisioning
Process

GBD Tochnoloay
Plan / Direct Pranning,
Event Management

b, styete Bocumentation

& Glosing Frocess aoay

oo T Froceegs dpirement
T e

Risk Mamt & Disaster

Recovery Planming Organic Cross-Sei

Woriow Trae &

o Cogal & Compiiance

uiramonts

GO Gavermance Capture Services

Gontort Accass &
Tracking & Reporting =

s mance Gompilance Tracking Reguiatory Monitoring
Monitoring & Roguiatory. Document Quality
Reporting Logal & Compliance | Access Protoction & s
Management

Control / Govern SLA Metrics

Security Monitoring | Documantation Policies Credit Poticies o
Policies & Procedures | CUSIOMEr SSUSTACHON | b ocmantation Policies Versien Gonte! Management Metrics’

ety Gustomer Neods | mpile Loan

GBD Systems o
Financiar Socumentation

Parfact Colateral Advances/Borrowing

Solution Loan Offering

Review oxecuted

Propare | Discuss Torm iow oxecur Billing & Payments

Infrastructure. and
Sporations

Review documentation
Tor complateneas

Gollect Gustomaer
Bocumentation
Document Imaging &
Archiving

Generate Loan Ciosing
Dotormine cradit account racord Loan Maintenance
Atmiistration worthiness of sppicant

tomer Decision deal Gollections & Recovery
racord and authonticate Review Glosing

GBD Disaster Recovery Dosumants

e — [ S Customer Inquiry
e oo e omer na

Execute Documents
Loan Recommendation
GBO Stat Administration

Facket & Submit Loan

Bocumentation Filing &
Gustomer ot Glosing Review Rreniing, Gotlateral Release /

Customer service and support

Lending Origination Process Flow

RM & Client RM & Underwriter Credit Officer RM
= RM identifies potential client = RM works with Underwriter to = Officer initiates CROP process = RM forwards executed

to review credit deal and documentation to KEO

determine pricing

needs for credif detail out discussion document

Client Insight

Risk Analysis Tools = Credit documents updated in
I i tems

loan services sys
Management

- Underwriter develops credit
deal based on risk rating and
2D analysis tools.
New data feeds (e.g. industry = Credit deal reviewed by credi
y credit
data) integrated into analysis authorities and approved

RM devel it offer
based on full client
relationship and deal
structure

Commercial Workflow RM & G

- Risk on deals monitored on
ongoing basis based o
preloaded data

= RM communicates credit deal &
= Risk data preloaded into conditions to client

discussion document by
integrating with workflow

L ¥

= RM initiates data gathering in
discussion document = Client accepts credit deal and

signs closing documentation

G software

© 2012 IBM Corporation
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Business Agility for Smarter Lending

IBM’s Smarter Lending Solution Responds to Lenders’ Goals

Key Components of IBM Solution

= |IBM BPM platform
= Leverages Bank’s existing investments

Initiative Goals

Improve operational efficiencies

within business lines A targeted proven

solution

Implement a user friendly in-house .
document management & imagining Extensible and * Enables integration with workflow into

dynamic solution current infrastructure and applications
framework

solution

= Reduces development and testing time and
costs

= Flexible to meet changing preferences of
workers, clients, investors

Reduce dependence on paper-based

Lending
documents

accelerators

Fulfill business continuity & disaster

recovery requirements Ser\_/ice Oriented = Supports SOA
Architecture (SOA) = SOA approaches and products deliver
flexibility
Reduce expense and space to store c h 3 P
omprenensive an
paper documents pdetailed « Reduces risk

= Enables a successful and robust

implementation h .
implementation

Implement a secure and scalable strategy

technology platform ]
= Part of IBM BPM suite to automate

IBM ILOG many manual underwriting decisions
Business Rule = Centralizes business rule management
Management = Reduces time to implement regulatory
requirements .

-
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Business Agility for Smarter Lending

IBM is partnering with our clients to create innovative solutions that
will capture the value of their investment in Smarter Lending solutions

Example: Smarter Lending Life Cycle
The current process is complex, inefficient and fragmented across multiple different
systems. The benefits of optimizing this can be applied to many other processes.

. \ - )
A 1 ’/\/ ‘ . -~
| Rapid Product
Innovation Dynamic Offer
Mgmt/Sales

Predictive
Analytics

Servicing and
Settlement

AL

e 2
ik o o % -
Smarter Lending . 38
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Business Agility for Smarter Lending

= Deliver a rich, targeted customer experience
= Achieve truly integrated risk management
= Build flexible process and systems, integrate smarter decisions

» Improve product marketing, delivery and customer management

= Optimize account opening through multiple channels to enhance customer
experience

» |[ncrease customer acquisition and retention rates at pricing that maximizes
profitability

» Improve customer experience with integrated case management and exception
processing

= Optimize operational efficiency with STP and process improvement

» Enhance risk and compliance management

v

"y -
' i
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Business Agility for Smarter Lending

Lender Business Architecture-Origination Example
IBM has developed a flexible and scalable business and technology architecture to
support lender origination

Marketing &
Sales

Business Solutions

Best-in-class origination
fulfillment processes and
capabilities

- )

Automates end to
end supply chain

Shared Solution Components * Fully process and
Industry-leading functionality N\ image enabled,
integrated into the lender : b straight through
business architecture using il : .
Service Oriented Architecture pveses| (s processing

(SOA) principles = Lower technology

costs
Defined Architecture = Reduced
_ _ s b} X implementation
Robust, agile and flexible risks
platform for consistent |\ ol J

delivery of solution assets [ = e ~ -
Cimparpra
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Business Agility for Smarter Lending

However, each bank is different...... let’s follow two banks on
their approach

EL'TH

Ralfieisen Bank in tEfr!a:.'clnal

ZUNO Bank

* Integration and BPM Centric Solution

Regional European Bank

« BPM and BRMS Centric Solution

~ -
'Wei]Spi]erE software © 2012 IBM Corporation Smarter Lending i I! 41



Business Agility for Smarter Lending

How responsive are you?

ZUNO Bank

* A business-oriented solution
with a quick implementation
processes

» How long does it take to approve
loan applications?

*Increased efficiency in handling

- iy iElry (MRS €7 you e voluminous transactions

asking for duplicate information?

*Reduced processing time due

. to higher automation
= How many times does a customer

call you for an application status?
Regional European Bank

* Eliminated guesswork and
error, which lowered risk and
improved customer satisfaction
by accelerating time-to-market
for product processing.

* 500 percent faster time-to-
market for processinggreducts

We []S.p 1~1-M software © 2012 IBM Corporation Smarter Lending L 42



Business Agility for Smarter Lending

_ L"‘f_’]ﬁ —4 Zuno Bank is charting their roadmap to agility
yRimmimte™ Leveraging Agile Processes and Rapid Integration

With IBM’s help, banks can And must continue to transform to grow

Agile processes and decisions Rapid, adaptable integration

* Optimize the loan - g & e Decrease time-to-
origination process, el - OWK. Value with assets that
improve efficiency ol LS L& | can be easily

and productivity integrated into
existing infrastructure

Unbounded applications Flexible and intelligent Infrastructure
* Enable reuse of « Simplify complex
lending services & existing point-to-point
assets across LOBs, infrastructure that
geographies and slows new product &
projects service delivery h*-'
software © 2012 IBM Corporation Smarter Lending : - 43



Business Agility for Smarter Lending

Business data

2|U|N[O
' Loan Process Challenges
% access

by Raiffeisen Bank International

a Auditor

-

I 8 Fraud Officer

ﬁ Underwriter

a Processor

Business rules

Process
complexity

Integration

AL

b *ﬂ"
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Business Agility for Smarter Lending

Zuno Bank, a Vienna headquartered bank, offers online and commercial
banking services for customers who conduct most of their banking on
the Internet in the Slovak and Czech Republics.

The bank wanted to build a loan application process, based on a

business process management solution to achieve end-to-end process
control and higher automation rates.

Zuno bank turned to IBM and IBM business partner, MOVILES for a
business process management platform built upon IBM WebSphere
Lombardi Edition software, WebSphere Message Broker and
WebSphere MQ software.

The solution facilitated a robust process flow from an internet originating
loan application until the final account opening in the core banking
system. The IT environment was fairly complex (internet banking site,
several internal and external databases, a business rule management

system for credit decisions, a core banking system and a data
warehouse).

= A business-oriented solution with a quick implementation processes
= Increased efficiency in handling voluminous transactions.

= Reduced processing time due to higher automation

» |IBM WebSphere® Lombardi
Edition

» IBM WebSphere® Message
Broker for Multiplatforms

* IBM WebSphere® MQ

WebSphere. ELliEL: © 2012 IBM Corporation
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Business Agility for Smarter Lending

Regional European Bank:
500 % faster time-to-market for processing loan products

= Bank employees were struggling with a 45-page book
containing 147 business rules for routing product requests

= Rules changed daily, and it was taking too long to make rule
changes and get them into the hands of employees.

» The decision-making process was error-prone and routing
product requests took too much time.

» Processing 200,000 non-payments per day, and each one
had to go to the manager responsible for that account

Business Agility

Key Business Outcomes
Hours days

500%

14 minutes 200,000 non-payments

ehSpImrE:.: software © 2012 IBM Corporation Smarter Lending 46



Business Agility for Smarter Lending

]|
1

500% faster time-to-market for processing loan products

-

= b4 oo
| Frepare for X v =
A ssanEEEEEEE —el-CTy P B sz assmnEn S0E e e

the state of the address [£] is 1]
and the purpose of the mortgage [£] is Cash-Out Refinancing [+] x
. 2c ¥ Cash-Out Refinancing =
N e then Construction
s raise an exceptian in the eligibility resullConstruction-Permanent
& [+ add message ¥ Cash-out refinancing is|No Cash-Out Refinancing ty result x
- ¥ Other .
[else] Purchase
D & CheckElighilty
@ Is Eligible
=
Yes
) = rate adjustment :
: documentation program o  aE E
0 Ful AR 0 full docurnentation increase :
: 1 Fixed ] full documentation increase :
5 2 Partid ARM 0.15 partial documnentation increase :
i3 Fixed 0.1 partial docurnentation increase -
— & Ctatad ARM 0.25 stated documentation increase .
—: 5 Fixed .2 stated documentation increase :
.------------.i ------------------------------------------------------------------------------ " '\ ' ;

<? Pricing _

"y -
. E i
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Business Agility for Smarter Lending

Example Smarter Lending Process Opportunity

Mortgage Pre-Approval Future State Process Vision

'- T 1= — — = o a - - - - ) -5 a E E ~
il = Ran =gl - | - B e T .
n i B . ﬂ:_l. = . o
- o — 1=] -

Orange: Customer, Green: Lender’s Employee, Blue: BPM Software

|

Key Process Changes

« Shift the focus from digitizing paper in the process, to digitizing the process itself

* Multi-Channel Enabled

* Pre-Approval or Pre-Qualification Happens as quickly as your business rules allow

» Straight Through Processing

* ‘Manage by Exception’

« Skill-Based Routing

* Business Dashboards for Monitoring and Process Status Tracking (also Multi-Channel)

* Product systems (in house and 3 party) are invisible and seamless to users (customers and
employees)

* Eliminate paper altogether where possible

WebSphere. ELliEL: © 2012 IBM Corporation Smarter Lending 4 .I 48




Business Agility for Smarter Lending

IBM offers a complete lending architecture
IBM’s Smarter Lending supports multiple channels and loan products

Platform Architecture Channals Bugingss Processes

= Supports access to any involved
party based on defined
authorizations

Manitnring

& Hapais "

= Deliver Status, Pipeline Count,
Conditions etc

s

Precamivisan ol attnn Seraices

= Multi-Channel Support

System Functionality

= Rules based decisioning (product,
eligibility, risk, pricing) services

Enterprise Service Bua

[ ——— e i

) Dada i ngradion
i it rd T D S e

Masin
i 1 [hais
kg By

i =alEY

= Common Process standardization i n
! N aSig . | ';._ ity I
= Task based workflow ' ;; — H ! i feeun SN, .
. . . | M.Channel || Documont * | hesight | - ool fuiemation
= E-Disclosure /e-S|gn/ e-Dellvery ! hh..f.u.n :I M ; IR Bimalytics ! L l-:.u.l.-.-lﬁ.:..-p
Document/content management

= Integrated to Decision Manager Rapid Development & Integration

and other Core Systems

G software




Business Agility for Smarter Lending

» Business Process Management Adds Efficiency:

—Integration with Internal Bank Systems to eliminate manual verification
of Deposits, Credit Card Accounts, Loans, Stocks, etc

—Streamline “on us” refi’s by pre-populating all required data from
servicing
—Improved integration to third party providers

— Extend workflow capabilities and integration between Impact and other
LOS

—Integrate to employee e-mail, calendar, and chat systems

—Generate cross sell leads for credit card, auto loans, etc. based upon
liability or other data in Impact

v

"y -
-
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Business Agility for Smarter Lending

IBM Capabilities which Improve Efficiency and Reduce Costs

Process Example -2 Increased Automation

Manual Work Tasks

Smarter Lending

Automated Work Tasks
© 2012 IBM Corporation
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Business Agility for Smarter Lending

IBM Capabilities Improve Efficiency and Reduce Costs

Implementation

Manual Task
reduced from A:0d 05:42:23
15 days down B:15d 23:37:57 (+99%) —

to 5 hours .
[Details

& Data Review Queus
7 & DataValidation Rules

& Obtain Custorner Details
& Order AVM Manual Work Tasks

& Order Credit

& Order Full Appraisal
& Print 3 Day Docs

& Route To Underwriting

b r —¥ S —YES» \‘* \“ +——Fan
Start V 4 - \//
- Is Data i < Does
Valid? Credit

Pass?

PASS

Automated Work Tasks

We []S.p 1= software © 2012 IBM Corporation Smarter Lending ' 52



Business Agility for Smarter Lending

IBM Capabilities Improve Efficiency and Reduce Costs

In-process loans Approved | Closing loans

pe O DB LT
O . Doy = ) /]
O O

Incoming Loans I
BB
@ : Non-closing

Initial Review  Approved Clear Conditions Declined | loans

Objective: Identify loan characteristics that predict likelihood of closing and apply that
information to improve pull-through and productivity in loan originations

Approach: IBM Research has created a model that ranks loan applications in terms of
likelihood of closing

* Analyzes multiple product, customer and process attributes
« Simple and scalable density modeling technique allows consequent “corrective action”

I
Result: 22-130% performance improvement over un-prioritized work flow ~ e -

WebSphere. ELliEL: © 2012 IBM Corporation Smarter Lending " 53



Business Agility for Smarter Lending

IBM Capabilities Improve Efficiency and Reduce Costs

KPI Gauges KPI Table
Account Opening Express Duration
KPI Name Status Walue Target VYalue in Range

Bh,42m 12h,48m

» o
4h,35m= 16 h, 54 m
Average Closing Delay Average Document Processing Duration Average Funding Duration
0= Zh 4h Gh gh 10 h 0= ih Gh ih 12 h 15h 0= fim 1Zm 1&m 4m anm
L | [} ] ' 1 '
30m 21h —

New Accounts Opened

36.54 54.36
18.72 ”?213

09 o0

My Reporis

Average Credit Score in Italy

600 oo L q
450 - 750 CreationTime 3
¢4 Chicago Total Applications @ Los Angeles Total Applications ¢ Hew York Total Applications ;
5 G = Alerted When Key Performance Indicators Approach Tolerance

= Data Helps Pinpoint Troubled Areas — How Do You Repair?~ s/

*ﬂ
LR E N software © 2012 IBM Corporation 54

Smarter Lending



Business Agility for Smarter Lending

Objective: Identify, at a loan level, the best time to contact borrowers to maximize RPC
Application — Loss Mitigation Department:

= Manual mode: loan officers will be able to determine the best time to call, given the borrower they want to reach on a given
day.

= Given a time instant, loan officers can query which phone numbers have the best success rate of being reached in terms of
right party contact and increase loan workout success rates

Application — Contact Center:

= Automated mode: with IVR for a given day, it will schedule a selected set of phone numbers to be dialed out at selected best
times to call, to maximize right party contacts

Result: Outbound calling efficiency gain between 20% and 37% and lowered OpEX

Best time to call borrower JD with cell phone number (xxx) xxx-xxxx: 12 -1 PM local time

~
Baselir}q and Final Scores

8/4/‘}/0 -- some data available
\

-~

50%
45%
40%
35%
30%

b 2w ]
20% -
15% A 1

E: =i FISIEIsl BEE 6l Sl

8:1xx Oixx  10:xx  11:xx \12:xx 1:xx 2:xx 3:xx 4:xx 5:xx 6:xx 7:xx 8:xx
am am am am ‘pm pm pm pm pm pm pm pm pm

e e I I I (P
-
L e S N

v

‘ O Baseline for cell phones B Final score ‘ b j -
- "
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Business Agility for Smarter Lending

IBM Capabilities Improve Efficiency and Reduce Costs

Objective: In a multi-channel world, given borrower data,
determine the best channel (phone, texting (SMS), e-mail,
portal (web-chat), print, (potentially social media), etc. to
contact a borrower?

Pr{ response } = 0.5

Pr{ response } = 0.75

Challenge: Without the knowledge of channel response probabilities, which
channels should you try over N attempts to maximize your total number of
responses? How well can you do?

Result: We have developed a predictive model using an exploration-exploitation
strategy that provides a near-optimal policy to determine the best channel to
contact borrowers. PR

"y -
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Business Agility for Smarter Lending

Using BPM to Enhance existing LOS Applications:

Loan Disclosure Use Case

b -+ e 11 VS BB
— —— e
e
- e s
B - e i s e i
] f——
s 1
T T+
- e =
- -
=t ——" Ll =
|_ _|_
- ! e - - - '} —_— e — L E - = . —
i P ] - s Eaasi)— -{i}—-i T - ] o P e e ] et e .{i;—.i e |
At == - i e = —— H e
N - s
£ R %_ ERESS
=F- — | - il | |
Cast
L
P | I
s 1 L s |
H e | L Seimazon
=
10108 Mt - Al - b et S 43 v soar
[

v

b S
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Business Agility for Smarter Lending

Agenda

= |BM POV- Dynamics in Banking

= |IBM BPM

= |BM BPM in Lending

= IBM BPM Capabilities and Architecture

Smarter Lending

© 2012 IBM Corporation
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Business Agility for Smarter Lending

IBM Products for Business Process & Decision Management
4 )
Blueworks Live
Business Process OperationallbDecision
Manager Nanagement

Decision Center

Process Center

Decision Server

Process Server
Management of business rules & events p

\
Business Monitor
J/
Work together to deliver effective solutions for business operation improvement ) I '
Smarter Lending |BM*¥”©2§&

© 2012 IBM Corporation
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Business Agility for Smarter Lending

IBM Business Process Manager

@g ? Social

Optional
Microsoft
Add-ons

Core BPM Advanced Integration

Performance
BPMN Process Rules Data Warehouse BPEL ESB Adaptors

Deploy Measure

7 Governance / Visibility

Shared Assets

Process Center

‘| Integration
~ | Designer

" Process Designer /
Optimizer

Process Center
Console

w Sufrwa re ©2072 IBM Corporation omarter-tenaing . 60



Business Agility for Smarter Lending

Seamless Collaboration Across Roles

Business Integration Business
Process Owner Developer Process Owner
= Authors a Process Application * Imports the Process Application = Wires the Implemented Services to
= Defines Service Interfaces for = Generates Service the Process
Implementation by Integration Implementations = Unit Test the Process
Developer = Unit Tests Services

= Delivers Services to Repository

Versioned Assets

Shared Assets Server Registry

Process

Integration

Designer Designer
153 TrER _DEre_Ton Doveen Linplewarielion - osendly Disgany 13
oty el Clams W il i
W | sl "1 Promearng | e TR F -
2L 4 & + [ ‘ﬁ B ity P Al P
L o ents
5, Liyprd Cargranent
3 [ TN 6 5 Enchilaneiernce_Prooss PR
S Wi drea - e
H W Reteened Tk | X (R :
57 FTER_ e Top._frrmn mpmrsentatian || 1 M0 Fina , o !
550 Aapenbh Do | =, Froo 1
&2 Dupardarcan | B R G || 2 Reciw
- ‘_="_ Iy S Lege: I"‘-!hll Flaches ] '
) Dt T e Y lm oErdcDeks |
T yiustaces | L Drgan el :
T Tramifreradions 5t Earport [} 5 .
- [TER_DEW0_Top [onen Libeary B tepences : R sy !
S ?Tml;w *. Irdniface Map (O . g_} !
ﬂ"DH-r"fpﬂ EE! s [ -
¥ Ervich i Data 5 Jhertaces m'
SCASmrvics B = Tramivimations b Exporhd
| ey |
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Business Agility for Smarter Lending

Drive Deeper Business User Engagement

© Work = ACTIVITY

@ DASHBOARDS

My Tasks

Claimed Tasks

Custom Views

My Tasks

q

¥ Overdue (3) Open Tasks |

Complted Tasks

o Initiate Credit Check [+

pgoniicatian - 235417

D May 11, 2011

0 Initiate Credit Check ~

il

o Approve Home Loan [+

Mome Loan Application - 4281725

Do May 12, 2011
& Undanwritar group

Tha Jones tamily hars apphied for a $350,000 home lcan o help pay bor a house in Branity Park. Tha Jones am boking o sign
conteacts and move in by July 1, 2011

Loan Amount: $350,000  Credit Scare: 810 Anual Household Income: 150,000

- B

¥ At Risk (2)

Loan Process - 347264918

v Due Today (4)

62

Due May 15, 2011
Answer Help Request from John Henson |~
Credit Check Apphcation M0

D May 18, 2011
Complete Loan Rejection Form |= oo o

L e—

O Credit Soorm Agpicaion

0 Fees and Charges

10 Home Loan Agpiicanon

D iniliate Morigage Refinancing
0 Intaractve B4 Pay

O Loan Frocess

3 Manage Card Request

& Manage Contact Prefecences
3 Manimize Revenus Process

0 Merigage Refinancng

£ New Account Opering

O Stop Paymenl

) Transaction Fraud Detacticn

3 Traved pproval for Cross-
Contnanal Saes Visits

ocial Collaboratio

v °verdu, ()

0 lrndllau Creg

0T Chgey Appicay,

© " gy

Lheck Aot i,

Q ¥wrove tome 1,

ey
1 Loy dne
Dokcai . 4o

¥ AtRisk (3)

Complayg

Dy
Lown Pro LO:“ Rejection Form - Hor 15 zany O Macmizy Revenus proces,
! © Morgag Refiineing
s O
Due Today (g, 6,20 N N ezt g
orwnir 0P

" DUe TS Weey (g

© !itiate crogy Chack

At Chock A

Initing o
ot g gt OOk

o - 3

it Check [

iz

91728

Change the way work gets done by making it social and accessible

3841y

Continantig e
' 0l Stles iy
M

.

»
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Business Agility for Smarter Lending

Collaboration Breeds Better Results

Easily access and connect with participants and experts
Connect to other Experts and Participants

’ to get help with this task — via:

Coach Toolbar

Altach; in +
File | Link 4 Participants

[ Post ] i= Stream . Experts
Bob Cox
I
mmwnm.mm:m”“n o Most Experienced Experts
m““"' Someons © 8 look at his resume
b,".‘f‘?.’,‘_“"mmww “3 8 CraigMoser () DavidVan TGT ® Adem Cotner
C“" 2011 12:47pe (CST) 34 cerep | Ow B Gethep | Chat . OetHep | Crat
omment
! Chais Walk
i ) B Jeft Brent W Lei Zhang ) @ Chris Wk
.:‘h:mm m“"“"}mmmu Getielp | Chat Get Help | Crat GetHelp | Chat 7454625
; B ) chve wakyourcompany com
e Experts Recommended by the Subject Matter Experts Group Chris has completed 30 s tasks
and takes 1.5 days on average
8 Tesry Smith B LeiZhang @ Simon Davison
& Craig Moser Get elp | Chat et Howp | T Get Help | Crat
n.= Let me know your thought by S pm taday!
-:wmrl:JummeRemnemM '
gust 8, 2011 11:90 am (CST
Oam(CST) oy -
Comment | Show Discussion ..'.gnnn‘cl 5
47 " Can someane take a look al this overdue instance
— or
s This instance is now overdue as of Thursday, 8
B30 August 2011 A .
Process Diagram
. rerEy um
= = ] apprbwal?
o
(ieared  Activity Detail

Aectrwity Name Acprorve of Bepect Beguintion
‘Ftart Date: Sept 10, 2010 130 am EST)
[ind Dutes Segt 10, 30111190 2 [E5T)

O (v Walk

'} | Mest Experienced Experts

N?E
llf
‘ n
h?.

i

Social Collabération . *..
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Business Agility for Smarter Lending

>

Simple task forms and intelligent
“coaches” guide user inputs

Choose the type of account you want to access. Learn more

Business Process Manager

o Blueworks Live

Phil Gilbert Meeting with Damion about
- the 2011 Mgmit Process 5.10 Ak

x changed user Austin Amold
ﬁ_ to be an admin on your account
403 PM

* commented an activity Pastin ¥
M8V process IT 2009 3:50 PM

“This step should be renamed.” [+ ]

f shared process HR >
i : Onboarding Process 2009 in project
Human Resources 3:45 FM

E merged Mgr value into Manager
o :;;" affecting 1 process 3:20 PM




Business Agility for Smarter Lending

End Users View and Interact with Documents from
Any ECM Repository Using CMIS Standard

Doormaris

Tirks#ames WRE Type Weraign i KYE_fdjeilae K AdjissFRams BYE_Adpetame YT Ol
ERHAHER L il Fmgadidy 1 JERT1-E1-21 Mickaal Foad
o | i R §i-EE07 ] S
mguddt 1 2- fe-11 Cattrrms =i [ 14
Wk B Wy Cror
rall E IotwwTy Crorw
L iy L)
1] jai Fhis
UENEF S
lllllllll ke jan
R AR Wapi Ean
i 1 Eo3 sdw = DOesme

CMIS = Content Management
Interoperability Services (@ remotedocument UPEG Image, 593533 pivels) - sl i

" View a list of existing documents
] Add a new attached document
] View a document in the Coach

. Open a document in its own
window

Done o “*"
655uftware ©@t5$r-ftre'ﬁt Smarter Lending L



Business Agility for Smarter Lending

Push your BPM initiative to the next level, into the cloud
Theiania : .. L
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Business Agility for Smarter Lending

How to Get Started on the path to Smarter Lending

BVA Case

Current Process Challenges

After evaluating the current mortgage origination process, we have identified the following challenges:

1. Revenue Growth — Mortgage sales goals and objectives are increasing and HSBC does not have the
operational capacity to continually keep pace with increasing revenue targets.

2. Shorter Process Cycle — Current process cycle is time intensive; takes longer than industry averages and has
a large amount of manual hand-offs.

3. Process Control — Front-end processing has few control points (i.e., no triggers or controls) to track
applications, view application status or identify bottlenecks and impediments.

4. Systems Integration / Operational Efficiency — Current process is very time intensive; requires up to twenty-
five days to fund mortgages and has little systems integration, internal controls and process management.

5. Relationship Management — HSBC has two types of customers to satisfy — the broker and the mortgagee.
The experience of both should be responsive, uncomplicated and pleasing.

6. Know Your Customer (KYC) — HSBC has a need to continue its development of a single view of customer to
integrate all customer data into a single repository.

7. Document Management — Current environment is paper intensive, requires a great deal of re-entry and incurs
excessive administrative costs.

Industry Costed Operating Inefficiencies in the MO process

Cost ($)

Source:

Identified Benefits from Automating Processes

Automation Impact

Time Comparison

Total Number of Tasks

—~—

Percentage of Automated Tasks

Work Effort to Complete a Mortgage

Average
“As Is”
Work
Effort
is

5.73 Hours

Branch MBC

Asls
Channel

Average Days to Close

Average

68%

10 8%

Mortgage Origination

“As Is”
Days
To Close
Mortgage
is
28 days

Branch MBC

Asls

Channel

Activate &
Pre-Sales Apply & Verify Pre-Approval St
Cost per New Mortgage Origination Savings Explanations
Based on Total cost of mortgage on the book
i T -
Total Cost Base = CAN$1931 Apply Pre- Activate &
Approve Transfer = - ==
Efficiency $49 - $244 $64 — $386 $40 - $480
Savings ($) 0
-
$800 Efficiency 10% - 50% 10% - 60% 5% - 60% 2 = = - =
Savings (% I
1960 gs (%)
1820 People task task task
229% of total e e i Key Current Envi cl
1680 %
savings through rule through rule through rule 1. Each channel has separate and unique procesess which add time and cost.
1540 based workflow based workflow | based workflow 2. Many manual tasks and hand-offs; little to no systems integration
1400 - oo P oot 3. Very few process control points
rocess lect dal ollect data ollect data 4. Large amount of paper documents
1260 $644 6% of total | once once once il pap
1120 savings Auto distribute Auto distribute | Auto distribute
980 ice info i i
840 info info
oot $488 3v ic fund & a0 cww o em - O - E e
560 72% automated price : party integration | mgt through
120 (Interlock lock Electronic wire transfer (o]
with transport of data [ -
280 process) Smart doc.
140 validation Key “To Be” Environment Enablers
o 1. Developed common processes across channels
. 2. Developed Straight-Through Processing (STP) technology to reduce number of
Apply Pre-Approve A.It_:tlvalfe & manual processes and increase systems integration.
ransfer L b
» s s - Manual/Mostly Manual Process - Manual/Mostly Manual Task 3 ﬁ:g:z;ﬁt"w o control identify and
Total Efficiency Savings Estimates represent $153 ' - .
" ; 4. Developed a total document management solution that supports internal and
- } to $1110, corresponding 8% to 57% total savings - Automated Process - Automated Task Decision path external document sharing and assists with regulatory compliance..
CAFI - Australia - Benchmark review 2002, IBM Analysis from identified improvements ‘ T f
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Business Agility for Smarter Lending

How to Get Started on the path to Smarter Lending

Partner with IBM on a Process Improvement Discovery
Workshop

A complimentary 2.5 day workshop to help you evaluate a banking proces
improvement initiative

Read more...
http.//www-01.ibm.com/software/websphere/products/business-rule-
manaqgement/lombardi/workshop/

IBM Process Improvement
Discovery Workshop

Quick Win Pilot for Business Process and
Decision Improvement in Lending

| Deliver measurable business results in 10 weeks or less
~aeng | Quick Win Pilot
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