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What we have learned!

 Enhance, not predict asset performance

• Improve distressed asset performance by optimizing whole loan 

treatment; that is matching treatment with the type of borrower, 

property and real estate market.

 Borrower-Centric modeling methods

• A “beyond-the-nine-dots” approach to modeling.  Focuses on 

modeling the borrower (not just the loan).  

 Efficient frontier

• A set of fully optimized borrower (loan) treatments that direct the 

owner regarding which treatments he/she should apple to meet 

his/her risk and return goals

New classification methodology that will classify millions 

problem loans into 20 – 30 classes of problems



Use Metrics to Segment Borrower Space
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WillCap Matrix – A Robust Discriminating Tool 

The Profile of a Defaulted Borrower
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Loan Mod Performance - Very Few Succeed; Over 65% Fail

Analysis of Loan Performance Six Months 

After Loan Modification
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Profile of a Successful v Unsuccessful Loan Modification

Distress Rating Loan Modification Outcomes 
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Capacity Rating Loan Modification Outcomes 

Higher = More Capacity to Service Debt

92.64

58.90

0.00

10.00

20.00

30.00

40.00

50.00

60.00

70.00

80.00

90.00

100.00

Loan Mod Succeeded Loan Mod Failed

Loan Mod Outcome: Success or Failure

C
a
p

a
c

it
y
 R

a
ti

n
g

Willingness to Pay

31.64

11.49

0.00

5.00

10.00

15.00

20.00

25.00

30.00

35.00

Loan Mod Succeeded Loan Mod Failed

Loan Mod Outcome:  Success or Failure

W
il

li
n

g
n

e
s

s
 t

o
 P

a
y

 (
H

ig
h

e
r 

=
 M

o
re

 W
il
li

n
g

)

Debt Servicing Experience 
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Leading Edge Optimization Technology

Efficient Frontier
These are the treatments you SHOULD perform, given your risk, reward 

tolerance
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Each point on the Efficient Frontier contains the portfolio 

of decisions that the asset manager should make to achieve 

the results of a given risk, reward scenario.  

Each point on the efficient frontier contains those

decisions that maximize the NPV, minimize the risk

and adhere to all business constraints.

In whole loan purchasing, it contains the loan treatment 

options that must be pursued in order to achieve the desired 

outcome.

Higher return, but higher risk.  In this case the risk is increased by waiting a long period to achieve strike 

price, but enjoying much higher returns thereafter, assuming that the borrowers perform over a lengthy period.  

In a whole loan deal, this may mean a much higher % of loan mods, with profitable resale at a later date.

Lower return, lower risk option.  

Strike price is achieved quickly, but 

there is little long term cash flow to 

boost NPV.  In whole loan world, this 

option would include more short 

sales and forclosures and fewer loan 

mods.



Optimized Treatments Dramatically Outperform 
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Preliminary NPV Analysis of Treatment Strategies

 as % of Face Value


