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Risk parameters

Probability of Default (PD): probability of a debtor

to default at least once in a time horizon of of a 12

months
Probability of Default (PD)

Exposure at Default (EAD): Exposure at default

o o
Credit Conversion Factor (CCF): proportion of off-

balance exposure that will be converted in on-

date, including interests and fees

EAD = OnBalance + CCF * Of fBalance

balance at the default date

Loss Given Default (LGD): proportion of the EAD Risk Weighted Amount RWA = RW * EAD

that is no recovered from the default date until the

Expected Loss Amount ELA =PD x LGD * EAD
end of the recovery process



PD modeling process

Data selection and quality
process: representativeness,
adequacy, completeness,

cleansing...
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Risk drivers’ assessment.
Definition of calibration
segments and
scoring/rating grades.
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Exposures

PD calibration at portfolio
and grade level

Default Rate

Homogeneity
heterogeneity
of obligor /
facility grades
in terms of
observed
default rates.

10-Year Averages of Annual Growth Rates.
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LGD and CCF modeling process

Data selection and quality

process:

representativeness,
adequacy, completeness,
cleansing...
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Facility

Realized LGD / CCF
calculation:

- Treatment of multiple
defaults

- Discount rate

20150210 JCBCARD EMV

20150210 AMEXGOLD

20150210 VISACARD EMV

[
[
o
o
o
1
1
1
1

20150228 AMEX GREEN

Assessment and quantification
of Margins of Conservatism
(MoC) (only for IRB)
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Estimation of the LGD /
CCF appropriate to the
downturn period

Risk drivers’ assessment.
Definition of calibration
segments and LGD / CCF
grades or pools.
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Risk models lifecycle
Ref: EBA/GL/2017/16

1. Model development
(incl. data preparation)

7. Review of
estimates

Nl . Calibration (incl.
\ data preparation)
3. Independent

validation

6. Application of risk

\

5. Implementation /

in internal 4. Supervisory
processes approval

—_ (if necessary)



Thank you '
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