X/

Piet Usselmann (Autor)
Credit Risk Parameter Modelling in Financial
Institutions

Piet Usselmann

Credit Risk Parameter Modelling
in Financial Institutions

(V Cuvillier Verlag Gottingen

TInternationaler wissenschaftlicher Fachverlag

https://cuvillier.de/de/shop/publications/7704

Copyright:

Cuvillier Verlag, Inhaberin Annette Jentzsch-Cuvillier, Nonnenstieg 8, 37075 Goéttingen,
Germany

Telefon: +49 (0)551 54724-0, E-Mail: info@cuvillier.de, Website: https://cuvillier.de



Xi

Contents
LISt OF FIGUIES ...ttt ettt et e e s ae e teesseabeeteeneesaeennenreas Xiv
LISE OF TADIES.....eeeeeeee et b bbbt XV
VATTADIES......eo s XVii
ADDBIEVIBLIONS ... XX
1 INErOAUCTION ...t 1
1.1 Problem Definition and Objectives of ThiS TheSIS .........cccoveiiriiiiiininiieeee 1
1.2 Course Of INVESTIGALION.........cciiiiiieie et 5
2 Institutional Background and Data ...........c.ccceiveieiieieeieiiese e 8
2.1 Institutional BaCKgroUNG ..........couiiiiiiiiiiic e 8
2.2 DAL 12
3 Economies of Scope in ConSUMEr Credit........cccuriiieiiiiiieie e 15
3.1  Fundamentals and Research QUESLIONS ...........cccoveiiveiiieeiieiiie e 15
3.2 Conceptual Framework and Methodology .........cccvveiiiiiiiiieiie e 20
3.3 DAL 22
3.4 EMPINICAI ANAIYSIS ..ottt 27
3.4.1  Account activity and cross-product information.............ccccceevveveiiiein e 27
3.4.2  Cross-Product INfOrmation..........ccooeiiiiiiiiiiisieee e 36

3.4.3  Monitoring with Cross-Product Information Based on Probit Regression

IIOAEIS. ..o 39

3.4.4  Screening with Cross-Product Information Based on Probit Regression

1Y/ [0 (=1 F 3RO ERRTTPRTRRRRRRR 40

Dieses Werk ist copyrightgeschiitzt und darf in keiner Form vervielfaltigt werden noch an Dritte weitergegeben werden.
Es gilt nur fir den persénlichen Gebrauch.



xii

3.4.5  Consistency Of INfOrmMation ..........cccoooiiieiiiieiiee e 43
3.4.6  Magnitude of Cross-Product Information ............ccccevveiiieiiii i, 45
3.5 Additional Empirical Checks and RODUSENESS TESES ........cccvervviiereiienieiecie e 50
3.5.1  Credit Line Usage and Credit Line Usage at Default................ccccovvvvrvivnrnenn. 50
3511 MELNOAOIOQY ..o 50
35.1.2 Credit lINE USAQE ...iiveeiee ettt 52
3.5.1.3 Credit line usage at default ...........cccoooeiiiiiie e 54
3.5.2  Alternative Definition of Credit Line Usage at Default...............cccccoevverninnnn. 59
3.5.3  Alternative Definition of Default ... 61
3.5.4  Interaction Effects of Cross-Product Account Activity Measures...........cc........ 63
3.5.5  Alternative Functional Forms for Account Activity Variables.............cc.cc.co... 63
3.5.6  Impact of the Recent Financial CriSiS .........ccccoveiveveiiieiecie e 63
3.6 INTEIIM RESUILS ..o 64
4 Credit Card Systems - US Versus EU StYle .........cccoovriiieiiiece e 66
4.1  Fundamentals and Research QUESLIONS ..........cocveiviieriieiieiierie e 66
4.2 LITErature REVIBW .......coiiiiiiiiicice et 69
4.3 Institutional Background, Data and Methodology .........cccccevevveiiiieiecie e 78
4.3.1  Institutional Background ...........ccccoiiiiiiiiiiiie e 78
A.3.2 DALA ..ot 78
4.3.3  MethOdOIOQY ....ccvieiiiiiieie e 85
4.4 EMPIriCal ANAIYSIS ..ocviiiieiiic et 87
441  Univariate EVENT STUY ......ooviiiiiiicci e 87
4.4.2  MUIIVariate ANAIYSIS .....ocvveiiieieiie et 92
4421 Analysis of Probability of Default .............ccocooiiiiiiii e, 92
4.4.22  Analysis of Credit Line USAgE .......cceeviiieiierieiieie et 99
4423 Analysis of Credit Line Usage at Default............ccoovviiieieniiiniieee 101
4.4.3  Change of Redemption TYPE......cooiiiiiieriiiieie e 104

Dieses Werk ist copyrightgeschiitzt und darf in keiner Form vervielfaltigt werden noch an Dritte weitergegeben werden.
Es gilt nur fir den persénlichen Gebrauch.



4.5 INEIIM RESUIL ..o 111
5 Unbiased Exposure at Default Modeling .........cccoovviiiiiiiiiii e 113
5.1 Fundamentals and Research QUESLIONS ..........cceruvrirrierieneenieeie e e eeesieeee e 113
5.2 LItErature REVIBW .....c.oiuiiiiiiiiieiei et 115
5.3  Theoretical Analysis Of CCF FOreCASES .........ccoueruiiiirieie e 118
5.3.1  Variable DeSCrIPLION ....ccviiiieiieiiee ettt nre e 118
532 TREMOUEL ... s 119
5.3.3  Overview of CCF APPrOaChES .......c.cooveiiiiiieieee sttt 122
5.4 EMPINICAI ANAIYSIS. .. .ottt 125
5.4.1  Variable DeSCIIPLION ......ccuiiiiiiiiiiieieeie e 125
5.4.2  Data DESCIIPION.....cuiiiiiiiieiieieiesie ettt bbb 126
5.4.3  EMPIFICAl SratBOY ......ciieieiieiieeie ettt nne s 129
5.4.4  Comparison of Different Parameters..........ccccooeieiiieneieninise e 133

545  Comparison of Different Estimation Approaches Evaluated at the CCF

5.4.6  Comparison of Different Estimation Approaches Evaluated at the EL Level . 143

5.5  INEIIM RESUITS. ...t e 149
TG Y o] o 1=] o | GRS 150
5.6.1  Proof of the PropoSition .........cccuiiiiiiiiiiiese s 150
B CONCIUSTON ...ttt b bbb bbbt 152
RETEIENCES ... bbb 157

Dieses Werk ist copyrightgeschiitzt und darf in keiner Form vervielfaltigt werden noch an Dritte weitergegeben werden.
Es gilt nur fir den persénlichen Gebrauch.



