
Small Businesses Expected to Increase
Bankers are showing optimism that lending for small businesses would accelerate
over the next six months.

Oct. 09, 2012

In FICO’s quarterly survey of bank risk professionals, bankers expressed optimism
that lending for small businesses would accelerate over the next six months. By more
than a two-to-one margin, respondents said that both the approval rate for small
business loans and the total amount of credit extended to small businesses would
increase rather than decrease, and more than half of all respondents predicted the
overall supply of small business credit would meet demand.

The survey, conducted for FICO by the Professional Risk Managers’ International
Association (PRMIA), found continued concern among bank risk professionals about
the student debt crisis, and respondents said the supply of new home loans will
barely keep pace with demand amidst signs that the housing marketing is beginning
to rebound.

Consumer credit: Returning to normalcy 
After several years of uncertainty in the consumer credit market, this was the second
consecutive quarter in which the FICO survey found that bankers expected
delinquency rates on every type of consumer loan except student loans to remain �at
or decrease.

However, a majority of respondents (61 percent) expected delinquencies on student
loans to increase. This is the fourth consecutive quarter that respondents have
predicted a worsening of student loan delinquencies.

“The concerns about student loans align with research we recently conducted that
found, among all Americans with student loan debt, the size of that debt increased by
54 percent between 2005 and 2012,” said Dr. Andrew Jennings, chief analytics of�cer
at FICO and head of FICO Labs. “During a time when consumers have been
deleveraging, this is startling. It’s hard to see how this trend is sustainable. I suspect
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rules changes will be needed for the repayment of student loans to help former
students get on with their lives without becoming prisoners of their debt.”

Credit supply expected to expand 
In another hopeful sign, for the second straight quarter, the majority of lenders
expected the supply of credit to satisfy demand for all types of consumer loans.

Expectations for new mortgage �nancing were nearly evenly split, with 51 percent of
respondents expecting an adequate credit supply and 49 percent expecting supply to
fall short of demand.

“It looks like the consumer credit markets are now performing pretty well,” said
Jennings. “The economy may not be going gangbusters, but credit activity seems to
be picking up and lenders appear to have a handle on risk. However, a couple of
persistent issues are causing problems for many households and creating a headwind
for the broader economy —the tight market for new mortgage lending and the rise in
student loan debt, which is weighing down many young adults.”

A detailed report of FICO’s quarterly survey is available at www.prmia.org/PRMIA-
News/Fico-3rdQuarterSept2012.pdf. The survey included responses from 215 risk
managers at banks throughout the U.S. in September 2012. FICO and PRMIA extend a
special thanks to Columbia Business School’s Center for Decision Sciences for its
assistance in analyzing the survey results.

About PRMIA 
The Professional Risk Managers’ International Association (PRMIA) is a higher
standard for risk professionals, with 65 chapters and more than 85,000 members
worldwide. A non-pro�t, member-led association, PRMIA is dedicated to de�ning
and implementing the best practices of risk management through education,
including the Professional Risk Manager (PRM) designation and Associate PRM
certi�cate; webinar, online, classroom and in-house training; events; networking;
and online resources. More information can be found at www.PRMIA.org.

About FICO 
FICO (NYSE: FICO) delivers superior predictive analytics solutions that drive smarter
decisions. The company’s groundbreaking use of mathematics to predict consumer
behavior has transformed entire industries and revolutionized the way risk is
managed and products are marketed. FICO’s innovative solutions include the FICO
Score — the standard measure of consumer credit risk in the United States — along
with industry-leading solutions for managing credit accounts, identifying and
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minimizing the impact of fraud, and customizing consumer offers with pinpoint
accuracy. Most of the world’s top banks, as well as leading insurers, retailers,
pharmaceutical companies and government agencies, rely on FICO solutions to
accelerate growth, control risk, boost pro�ts and meet regulatory and competitive
demands. FICO also helps millions of individuals manage their personal credit
health through www.myFICO.com. Learn more at www.�co.com. FICO: Make every
decision count™.

For FICO news and media resources, visit www.�co.com/news.
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