HCL Technologies Announces Release of CapitalStream Survey of Best
Practices in Business and Commercial Lending
Interviews with 180 Bank Executives Reveal Most Critical Capabilities,
Processes, Policies and Systems
Sunnyvale, CA and Noida, India, November 3, 2008 ⎯ HCL Technologies today announced the
release of one of the most comprehensive research projects ever conducted in business and
commercial lending.

The CapitalStream Survey of Best Practices in Business and Commercial

Lending is based on in-depth interviews with more than 180 executives and senior managers at North
American banks.

The survey report released today reveals the critical capabilities, processes,

policies, systems, controls, channels, organization and compliance methods that have become
lending best practices.

The survey focuses on sales, origination, credit, documentation, booking,

monitoring and servicing and ascertains which best practices have been implemented or will be
implemented at different sized banks and how successful they have been.

“The credit crisis reveals a lack of process, controls and systems across the lending industry. While
much attention has been focused on the retail mortgage industry, business and commercial lending
operations are also being scrutinized,” said Patricia Hines, Research Director for Wholesale
Banking at TowerGroup. “This survey reveals the processes and systems implemented at leading
banks, and allows each bank to compare their current operations and future plans with those of their
peers to develop a roadmap to improve effectiveness, control risk and avoid future crises.”

Key findings include:
•

Many Top Priority Best Practices Already Implemented. The survey results indicate many
of the top priority best practices have already been implemented by most banks, including
tracking sales calls, decisioning small deals in 24 hours, and automating and centralizing
document generation. Each has been implemented by 80% or more of the banks surveyed.
However, the survey revealed that some critical best practices are still very poorly
implemented. The gaps can be summarized as a lack of integration from origination through
servicing with one straight through process and systems platform, known as Straight Through
Processing, or STP.

•

Straight Through Processing (STP) is the Most Significant Area of Investment. The
industry is plagued with many different functions and processes each with their own separate
systems and information. More than 65% of business and commercial lending systems are
implemented stand alone and require significant reentry of information. Only one quarter of
respondents have integrated these effectively and implemented STP satisfactorily, but the
survey reveals this trend is improving ⎯ 60% plan to implement or improve their STP
platforms in the next two years, making STP the most popular initiative in business and
commercial lending.

•

Some Banks are Much More Effective due to Automation and Centralization. There was
significant variance among respondents regarding the time required from customer request to
credit decision, or from credit decision to document delivery. The top 25% of banks can
decision deals under $100,000 in less than 24 hours and large loans over $2M in less than
one week, and the majority of these banks have integrated and automated STP operations.
The bottom 25% take more than two days to decision small deals and over two weeks for
large deals. In addition, the top 25% can complete due diligence and issue documentation for
loans under $100,000 in less than 3 hours and loans of $2+M in under a day, as virtually all of
these firms have centralized and automated the documentation functions. The bottom 25% of
banks take more than 2 days to issue documentation for smaller deals and over a week for
larger deals.

•

Credit Policy and Procedures Vary Widely. The survey revealed great diversity in the type
and application of business and commercial credit policies across banks. For example, a
lender with the necessary authority can make a decision on their own deal (i.e., a “field
decision”) at 70% of the banks surveyed, but are not allowed to do so at the other 30% of
banks. The survey revealed field decisions are less common for large banks and more
common for small banks. Lender authority also varies significantly, as 25% of banks
indicated they set the limit at $250,000 or below, an additional 25% set the limit at $1M or
above, and the median was $500,000.

•

Top 5 Areas Focus Areas for Investment in Technology. The top five areas are STP,
Web Portals, CRM, Pricing/Profitability Models and Risk Management. In addition to the STP
initiatives outlined above, customer satisfaction, retention and penetration are top priorities
with planned investments in customer web portals (60%) and CRM systems (56%). In the
wake of the recent credit crisis, an emphasis on risk, margin and compliance controls is
revealed by the planned investments in pricing and profitability models (56%) and risk
management systems (56%).

“HCL’s industry research provides valuable information to help understand the trends in the industry,
the types of systems and processes in use and their potential impact,” said Andrew Kaplan,
Executive Vice President, Commerce Bank. “The latest survey report highlights the importance of
Straight Through Processing and reinforces Commerce Banks’ investment to integrate our operations
and systems in order to improve customer service and grow portfolios while systematically enforcing
policy controls.”

“If you combine these findings regarding STP with the inevitable increase in regulation due to the
recent crisis, and there is a tremendous opportunity for HCL to add value to on our banking customers
by integrating their lending processes and systems,” stated Premkumar. S, Corporate Officer &
Global Head - Financial Services, HCL Technologies Ltd. “Leveraging HCL’s CapitalStream
lending platform and our integrated technology and outsourcing services for lending, HCL can help

our banking customers address the increased regulatory requirements while also improving their
bottom line by increasing throughput without increasing headcount.”

The survey was conducted by the HCL CapitalStream Lending Group, a division of HCL Technologies
which provides software and services for business and commercial lending and develops the
CapitalStream software platform. CapitalStream is a Straight Through Processing platform which
integrates and automates lending to streamline origination, credit, due diligence, documentation,
booking, monitoring and ongoing risk management. The survey was sponsored by HCL Technologies
and IBM, leading providers of technology services for the business and commercial lending industry.

“This important industry research allows HCL to further its thought leadership and provide in-depth,
relevant and comprehensive industry information to our customers and the overall industry,” said
Kevin Riegelsberger, Senior Vice President and Head of the HCL CapitalStream Lending
Group. “Future surveys will expand beyond North America to Europe and Asia and uncover both
local, regional and worldwide trends in lending that are relevant to our global banking customers.”

Research was conducted from mid 2007 to mid 2008. The final survey report is available at no cost to
all survey participants.

Executives interested in participating in the CapitalStream surveys and

receiving a copy of the survey reports can send an email to CapitalStreamSurvey@hcl.in. The survey
results are being presented by HCL at the upcoming Small Business Lending Conference in San
Diego, California on October 28, 2008.
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