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The Failure of the Indymac Bank

• The second largest failed 
bank in US history

• $33 billion asset bank

• Since 2000, 32 banks failed 
in USA. Indymac is as 4 times 
large as all the other 31 
banks combined.
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Why Did the Indymac Bank Fail

Too late in using analytics to manage risks, 
to detect fault and to manage business 
process

Accepted too many highly risking loans.

Management did not have timely access 
to business realty.

Management was not capable to react 
quickly.
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My Work with the Bank

• Sep 2006, I was hired as a consultant to analyze loan 
datasets and to build a risk model for the bank.

• Dec 2006, delivered my model 
• The bank tested my model in a small scale with 

remarkable results, per Indymac’s management
• Oct 2007, I completed refining the model and prepared 

the bank team for bank-wide implementation

• too late !

• All the Indymac people I worked with left the bank one 
by one …



My surprising findings

• Indymac did not have analytical tools to 
predict loan risks. 

• Their relying on manual work for risk 
control opened doors for fraud, and 
prevented timely remedial reactions.
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Common problem in the business

Many companies spent 
millions $ in collecting data 
and building/managing data 
warehouse, but do not use 
analytics to enable utilizing 
the data for enterprise 
management and for 
analytical competitiveness.

Optimization

Prediction

Extrapolation

Analysis

Alert

Query / drill down

Standard reports & ad hoc reports



Competing on Analytics
is a must for every business

“At a time when companies in many industries 
offer similar products and use comparable 
technology, many of the previous bases for 
competition are no longer viable. In a global 
environment, physical location is frequently 
not a source of advantage, and protectionist 
regulation is increasingly rare. Proprietary 
technologies can often be rapidly copied and 
attempts to achieve breakthrough innovation 
in products or services often fail. What’s left 
as a basis for competition is execution and 
smart decision making. An organizational 
commitment to and developed capability of 
Analytics is enabling market-leading 
companies to succeed in the rapidly evolving 
arena of global competition.” – Davenport and 
Harris 2007
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Analytics ROI is huge!

• Investment into analytics is relatively low.

• But the return is often beyond our imagination.

• IF Indymac utilized analytics to predict and 
manage risk early, the management would have 
known their problems a lot earlier and could 
react quickly to fix the problems, so that the 
failure of the Indymac Bank could be prevented.



RM is ready to help
companies to utilize analytics for running 

business better 


