PP EERT R G S AL R EA Y
IPER: ool & S ST

CreditRisk” Model for. Small and Medium Enterprises -

The Case of H bank in Taiwan

g4

—

S RNy



SOPEERT R G SR

— 14 ,%*’ H 4= 5 &)
R & I ERE I AHRE
Bz 2~ 5% & g7 7

52

AEL RN R ERAELY L R AFLH R B TR
7

TR OMZE R e oAl A B iRdp L BE ¥ - 4L #4217 (Credit Swiss

First Boston, CSFB) #73 ! chCreditRisk 2= + ¢ /] &

\7\‘_‘%

‘P 2ZEHEL AL

oo ARSI £ @B R RRY ) EFER LR R ER

AR FRAGYIFARTE U TFIREFH T R GE L P DT

Lo REEBPHEFELVRGTT S AR c HFAL RS T

1. 5 % " 4|zx = CreditRisk #:3] » A FF 1 * S L S N % %2
HPF o HP B EBRAHEOHF L 012% 5F ExBs Hig 9 F 5 036
% * E8CHoE W5 1.089 TIE T £ aAn > GBI AxL 2 ABF o

2. 3% CreditRisk #7] » &2 M F L L2 FHEHNFL L i RFLEF A 2
kESfRh BT H ORI RAICH AR L TR FHEAE LT
WL > BEFEEFDIEDFFT L5 730,033 F 2o L ERFT A ERS
O R EE £ E(ACP) T EE i I3 4 £ 47 110,266 + = o gt oh o gk w
PE(999% -k ) s rpde 2 % B HF F PY(ICR cup) & 840,299 + < » pL3F £ 3f chrb 5t A

BLr kA ERG Y EE 2D H o

MeEF 57 RGeSl kG AR F F QWL AR ST A LR

NUTE R Y
II
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The Case of H bank in Taiwan

Student: Jui-Jan Chen Advisor: Dr. Kehluh Wang

Institute of Finance

National Chiao Tung University

Abstract

The main purpose of this paper 1s to investigate the credit risk of the small and medium
enterprises in Taiwan. CreditRisk’ model is adopted to analyze important variables and to
establish the loss distribution. Financial institutions can estimate appropriate credit provisions
and provide protection against unexpected losses. Our empirical results include :

1. We estimate the default rate by nonlinear regression. It is 0.129 for rank A, 0.36% for
rank B and 1.089%g for rank C.

2. Using H bank’s data about SMEs to estimate the loss distribution and to calculate the
provision, the economic capital is 730,033 thousand dollars which is a cushion for
unexpected credit default losses. The Annual Credit Provision (ACP) is the expected loss

of 110,266 thousand dollars, and the ICR Cap is 840,299 thousand dollars.

Keyword : CreditRisk’, Credit Exposure, Default Rates, Loss Distribution, Economic

Capital, Annual Credit Provision, Incremental Credit Reserve
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R HTERNA P TR O B A AR S RE A A A Bdce 5 d
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31 % %k

3.1.1 kI~

Br R RHA LB POFTRE S I LT TR
l. & * %% % (Credit Exposure)

Fo TR b Mg e P e B R B bl 85 B A LR
%ﬁibﬁ?ﬂiﬁﬁ%k@ﬁm%ﬁWUwﬁﬁﬁﬁﬁiéﬁ“%%ﬁW
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|
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S

CreditRisk #-7] ¢ 4 £ 7 %44 ¥t A 4K H kG 3en1 L > do o f

X a2 s A

=\
=

—

HRFFEIEE o

N

i 54 % (Default Rates )
EEFBAFAENFREOV AN E R AORTR  ENPTELFRAR
#

HEYSART B FF B985 epErs -

EYWFABET D T3 NE D Gl (1) & ﬁsﬁ%?ﬁﬁﬁ(w:
Standard & Poor’s Moody’s KMV ) B~{8 ; (2) BZE® 3 il IF Z gy

i (Credit Spread) % H #7i% £ enig M 5 5 (3) fI* 232 257 > 4o 1 3B % R
i -4l > Logit Model £ Probit Model i# 2 -
3. & X F gk #1 (Default rate Volatility )
ATEOPF ATIHE P F T REDER -
4.  wiz % (Recovery Rate)
FRAF2EOpF  GRAFT P REFHAFREF D F o v e F LRBRGF %

1B
o0 E (= (seniority) £ B 4 E Frh B A @ 0 Tl w ek § F A e chif 3 A o)




g R RS A A o 0§ e S E R & R (Stress
test) o F EANTfER R HRT BEAF A AR o
5. R%GGTREYRF

B R EA G R G T R - ER G EEDRE

g T bR oo

3.1.2 £ % B ' 4e 2 B hEr R AT

T?;’}r&l!ﬁﬁg\,*wan ur{:x@;f 3 1?—2%_/}; xﬁ,%ﬁ—]x»gbﬁ;,/%;_ﬁﬁ‘ﬁ)%iﬁjgﬁﬁ:
BENF ARG I A e R SRR B A - rabﬁzﬁfﬁsﬁﬁﬂsémﬁ% & e
RFE LR GHRT A AARR -G b "G SHR DT b GEFFEERT AT

He B2

Default rate Exposure
T

Default rate Recovery

% B 1 W B 2
¥ - R
& HEF 5w 2 I S T
A 4
% B 3

SICE R D

Bl 2 %% R &4 SRR bR HEE EAT

A R kAR HAY AR M 2 BRI TR % F)F° (risk factors) |
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X= (X, Xy s X ) 4 0 H5 i 0 ¥ RXEPFIRT 0 F i F iR A ARGk E § i@

HEAE G F4l* Bernoulli Akt & F A F 4@ OF 2o o BK

AR ESE QB o PP (A A BB TR G XT AR A E E 5
EHPF
P EENR TR ABF AT 0 F LA LB L 5 HF (D
( probability generating function , pgf) > T.& %
F(2)=E(Z)=) pk)-z* »# ¢ z5 # 2* % #(auxiliary variable ) (1)
k=0

pef 7 & B ,fi;}im']"}?ﬁ‘t
1. # ki fr ky @ B FEcdk e 2 RS B4 oo pgf € 2305 B B % pgf 4p

%k o

Foke(2) = E(Z"") =E(Z" - Z°)=E(Z")-E(Z") = Fa(2)- R, (2)

2)
2. FFR(ZX) % 7 % FxT > kéP pgfi o tx s 5 4 fe 5 H(x) o B1iL} X g T
ke pef &
Fo(2) = [ Fe(Zx)dH (%)
X ' 3)
(=) e s (F2p hwsl e FHENT 2B FLAR)
PACARELL IR GFFIxL T O FBHRFTREE T 2 i pef
F(Zx) - $t* 8 - a4 i ¢ pgf
F(Zx)=01-p)z°+pz =1+p -(z-1) @
* % y=0, log(+y)~y o (57 ik S
F.(Zx) = exp(log(1 + p; (2= 1)) = exp(p, (2~ 1)) (5)

b e B8 5 T Poission BriT 0 F1A(5): #F i 5 Poission A firSE %
peopgf o Flt o ERA T R R picl  APT U LGE - Y- S
Rlig > Faxc g2 9% 25 L a2 £ & Bernoulli 4 fie

Iﬁao

%_ Poisson 4
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F#x) =TTF @0 ~[Texp(p,(z-1)=e**" 14 u=3"p (6)
.
F0=3 pijx)- 2" =ene —eve =3 & g )
Fltd (N F R b ex™ 0 FRRFesE HF Ea 5o pe s Poissons
o pln =S4 ®)
FAE I R G % RxT 6 pgf (D) ATRE X BAEA S BE T R  HE

AP 0 k% FF R B IR, Gamma(a,,B) T u %R ¥k i o) k=12,-K >

MF@Z)7 1EEQ) %7 5
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k=1 k=1 \ 1 =OyZ 9)
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1+ B, Oy My

d DFAFR B LEXT O FRKFTeEE 9F 2o pgf £d4KBPx
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EN e WA D

(Z) F2 el (2P w2 e FEREYFL P F o p )
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PR & (o

B Ax A (Obligor) [

#'® H = (aunit amount of exposure) L

& & 2R (Exposure) L

#4547 (Expected Loss) A

oL AT g R ER Vi, o L=L=*y
oL A op P A & LA =Lx*g

BFEsvT kA s m BREAH  1<j<m PRETELT

PR & o
AR AN ] T UL4 7 R & RER Vi
BERMAN ] T LA Tl R4 €

hEGAL T EHE 6K

Ho

j v =v;

& E.

g =V T =—= > = (10)
v v,

HENO)FN L u i A EBRFT L - ENFHF AT YT LB R FPL 4V

WAk T A A BRGAFODFEGE L BHE2Z 40l T

&

H =iﬂj =i—’ (1)

j=1 V]

TP AR 4 (expected loss) = 2% kC&EE F E T F E 9L I
He g gL s (LGD) =1- wicd o
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(1) +% 2% MR W E B <j:f§‘ e pgf
B - BRGEWALL - B ORTREL L G A% | BREGFYEY

WA opef o FP > ALIREFF x T

G, (Z|X)= i PAER = n; vz
- (12)

d(12)5% Y o xR EEApRY 5 - C Al NV s RMEEER Y N AL

FAGGPE AL BT T A AR e LR N R & Q8P N $7
GO HRT GRS S e el QR HE L PR D T 0T g
p(:}ﬁ'i =N .VJ.|X): p(@ ¥ #= nj|x) ’ E*«"l(lz)i\“ TR B 4T ol

" (13)

'_!—;\2\:’ ’ n =) J%‘“ﬁ‘*‘?‘;”' rr);i (]»kigt p(n|x)p J%Kﬁtx\ﬁ'@“’ njff"_fj;'t‘ZTZ‘A’%i

s S o JI4R(8)5Y 0 T Av H 4B = HoE 4 enis I p(n;|X) & PoissonA iz Fl4 o

=e iy
Q@@=§—f%*” j=12,m (14)
n;= IN

B d {Fﬁ IS UER S (I)NT &7 &

Gj(Z|X): i—e_#lujnj 2" = g
o !

j i (15)
(1D) j\ﬂ%frlﬁ;j}"« v LV ]&*F%mpgf
dO0E - BRGNS - B SR TR e F o R (2T o BB X

ToFBHEFTEEENFA D pef 5B REH Y ENIFA D pef Ef P

vi ’Z”J*Z”JZJ
G(2x) =[G, (4x)= He”””’z =7 (16)

j=1
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32 o % HF b ExT o pgf G(2) 0 AP EH x BAEA o

@ 51

k)
I

(I) &5 230 (k"% HAp 4 0 pgf

£ G, &7 % k BIF(h & FF)iE G4 4 o pgf

S n P 1-6
:ZZ p(#ﬁ'% = nL|Xk)' fk(Xk)ka = —k(k) (17)
n-0 1) ”i)gj
Hy j=1 VEI)

(I1) £ &BEHFiosd 942 o pef

Ay

1-5,
5, %8}“’
SR (18)
(Z) 240 (F- P rBRi3ie 2B ERELFT L chFPE YL A )

s

kg FF ox el T b R E B I i A2 A e
d"G
PEF % =n-L|x) = - d(nz'x)|z_0 =i n=12,- (19)

# * Leibniz s formula » B

A=Y L LA,
jivin (20)
A =G(0)= F(P(0) =€ =e " .
e (20)~ (212 > BB F R AR > VO AR B R R T X

TR BRT R R E QL A e o

EABTRGFF x hFRT > FERRFTELNFHE I L AR

PEE 4 =n-L)=A, > &£ - & hiLix B % ( General Recurrence Relation ) » 2% i ¥ 12 17

EIJ sy 9P
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min(r,n) min(s-1,n-1)
b,A_ | Nn=012,-
Mgl SAh 2BA |

(22)
“ (23)
Ho
{A(z):a(ﬁralz+agzz+---+arzr
B(z)=b, +bz+b,z* +---+b,z° (24)
m(k)
Az )_5 z (k)ZJ -
/uk j=1
m(k)g() v("
&3____Z(m
He Y (25)

) (22)~ 23k B AS KR ERRFT oL nFHE G L A2 > AP F

I (25)5° 17 ADEB(2) # 4F * Mgt B $BFQHN P > @ a8,

T

bO’bla""bsfr r&s égﬁ@‘“ -

ﬁuc /‘q‘f\ﬁ( *

3.2.1 & &% »(Economic Capital)

A*ﬁzgi{:r}i&lﬁrgﬂmik%‘l T =8 3% ?\_B_ v ozt EP#E%&?»’%?L;T’;?
B OE & Ay B P SRT ARLFHF L AN RO FRAT LG
GEE NG F AR PATFIRATFHAF AR TG B HFP P EG

ﬁﬁ%?QW§%F%ﬁw‘yﬁ%~m ﬂmigwqﬁiﬁﬁaﬁéiaxﬁ
AFHEGF L NEFEL LR - LF A AFH QE QLT

€ ¥
A2 EW L0 RAFTNIRIIFHF LT ke Flp T H
Y A

IR 4 A B k¥
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3.2.2 1 4 #7(Scenario analysis)

BB AP rE B4 T A e d Mt A pen T s R i e T g g 4 anE
ek o AR RGHA oG VRS EELFAF LT AL TRY bR
i@ (VaR) 2 & 4 P& (stresstest) A 35% o

b B ¥R IEEaE G A 4 95968 999048 4 ok B2 B enfef B a R4
w%wﬁﬁmiéﬁﬁ’ﬁ#é%%ﬁiﬁﬁui%ﬁﬁﬁ’4ﬁ%ﬁ@*ﬂﬁiﬁ
Wb B { B andf 2 2753t o
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BRI A AP o BRI A A FE 2 nd BRI L SR €
;s;u;;_r.@;apﬁ AT e QA ER4 #ERBI NI A £ T T 04
CREF A B T G4 £ R A R WA A RS
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331 # Rip 4 &% (Annual Credit Provision , ACP)

2 CreditRisk ® > #-3L Tl & kg A+l G225/ 08 WA o bk & M K enn
AOBARRIEFIEN LT RIBITRAFEIE - HRELET A B R
Fo T T ERAAERRE, S DRBIRTEE BTS2 et A kg2
B AL TR QA T H T2 TE T FRARFHOE LA T RED
FAEE BB 4T
EFRFABFHRE = BF ' X BHPF x(1—w )

3.3.2 4 iz ##H (Incremental Credit Reserve, ICR)

ERGHFARE TEHFHE A KRB ARR - FRL T EATH S
SR EENFAL ELIERAFRAIEFZRORT R EFRENEL € BT
g o % FR ik,;ﬁgp@:sfﬁm g3 4o CreditRisk H3 4% %7 ¥ - BIF L B & &5

SR EG o B4Y argh G RRE L L R AN G L (ST
ik A AN ) FE- B PR o ACreditRisk P L HE A G Y B G TR R
FRERE - TUREEFDIBAEBBEHN L GPORIERT F A T R oo

3.3.3 Mf4cfz® B 52 (ICRcup)

% CreditRisk #=74] ¢ e 3% Y l’f‘:fﬂ AR (99%:}5% kD) IR
R R P

3.3.4 % * g (Credit Limits)

BRUFEF AP R R FIRAE Y 2 - £ LA 2
KERFIRE G g MR R ks o Y U B bR H
AR EB D REAFHES AR - B hE SR FE LA KR
7

BRAAIGRN  EHEATIBTE  f FATLERY G- AU
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2TERT A R AFERTRE SR ERER DR
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B

% ?i}]?c (Risk Contriution) K F K F e & F 1L o b *% ?T/‘*’%{#ﬁ CE e
BORBR TR B G0 HAPR L Aol - ERLF AV RET DfERE
B& TR TS
1_#j@w%ﬁA&@ﬁ%ﬁ@ﬁkﬁﬁiﬁg%ﬁﬁﬁgﬁﬁﬁﬁﬂo

20 RFEED DR LG I R MRERT L DR G

3. - AT 0 31 FREREAFEEL R RGEEY §EITERL R TR

o

P E 1
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B!
i F R o
=] FITJUIFIF' ¥Eff) L (ICP cup)
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41 3B =

I CreditRisk #%] » X3=RE RPN ¢ [ £ £en % b % > YHRFFE T L EE &
MFAAEH AR o T RSP AR F R EH A

411 EHOWFEE OB T2 4R

iz = CreditRisk #-4]% > d 2 F L e & B ¥ 2% hig 98 F (mean
default rate) 2 j # B (volatility ) o 2 {5 £ i = & #% < %< $04) — CreditRisk #-73] o

AP O F R B e R 2 Kbz 1945 Bluhm (2003) 45 8 1R R
FTHRET > ETEEEF LI T B FARatingF ] I )T RAg e £ oo F I
ZESUIL IR B R Fe il 0] o WCRPHeT G

1. A u]5352003# 17 63127 (> 9y & B Ratings 4 i 92 ¥ ©35 554 3 9
GHEF h(R), 1=12,,12 o 6l4r @ h(A) % 72003# 87 % & 5 Achik 9HF 5 o 2
GEFECRDEN  FRG TR TG QM T kel £ A W T e

T

mm:éan) (26)

amzﬁjliﬁwm m(R))’ @7)

2. i it ke Y 20 mR) AR P R R E(Y) B B p R
() + i AT

DP(x)=c-e* x=123 (28)
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He x=1 %

AT ER)F P EE B

=
B

FrEEL A x=24%

412 £HF % A

R

SR SR R

1. & & %'~ 28 (Exposure Bands)
’ rw "H:Fs? %
ST LR EGAE (v) 27 0 A& &

bREI A A ppE

>

=3

THrEE L B;x=3%

Fik A AR

L v

T’éq""-f—_j;_;?‘Co

TEA DAL ST H R M e S AR g

MR HE (L) SR BRSSP

Bk ke E i (L) 517,500+ ~ > 2 J o o) chd] & SRR 5 17,500F & 0 F)

R e R MT17.500F A eh Akt K ok feAp iR s IO H RREES j=10 4 3017,500

+ A~ 35,000 K H b 4 R AQUEBS G AT Y § = 20 1N ETAE 0 B % oS

FTE
2 SURMERTOEF R G
FAaxg (i) B i ~) (L) *FE%&dpiE (vi) waE ()

1,500 1 1

5,230 1 1

50,000 3 3

164,000 10 10

200,000 12 12

377,000 22 22

650,743 38 38
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& : ]
$ =8 (10) 5=y = py=he S @R R

i ivi=v; Vi

HidmoWZd 9 2(e)d JRGWH? £k EGRERD | Reasd o
P& BE(y) > RHBEADS - FRRFT b - EpRFHFL 9T 2B EL >
BRe L 9F & B2 4ol T ¥ LA T

p=d =3k

= = Vi

PP e T LS e AT EIAR R e R A6 AP R ENFA LA
PataaEslY 2 A FArA B E Q4 el o

A6 b SRRSO E G B

L , : w PrENt LBk
praapn | B A E | E R RGBS 92 *
. &
(1) (n;) (viv) Ce;) (uj=v—’)
j
1 361 1 0.45 0.450
2 153 2 0.53 0.265
3 71 3 0.35 0.117
4 37 4 0.30 0.075
52 1 52 0.03 0.00059
&3 763 me m
20=u=2 =2 4
ER
CWRENA =G ke x EABF (I-w o) N an 2 ENFL (&) 2 LABYREY

HEOF A BRGFEAR RS o
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A ERTHAS LA A Mz;,; B *2003% &0 R PAEL TR REHES
RGP R R > M 8028 1 1 12004 5 XT3RS ) fER Y FHTF
i #l CreditRisk #-3) » LT EH £ o

5.1 &cif |3 st
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Percentile
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99.50 1,005,989
99.75 1,085,745
99.90 1,262,160
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