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		Intense reflections are being conducted at the moment regarding the way to pool heterogeneous data coming from both banks' internal systems and industry-pooled databases. We propose here a sound methodology. As it relies on maximum likelihood principle, it is thus statistically rigorous and should be accepted by supervisors. We believe that it solves the most part of data heterogeneity and scaling issues. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
		
		
			
				
			
		
		Keywords: Operational risk, capital charge, threshold, conditional distribution, maximum likelihood

	
	

	
    

    
	

	
	
		JEL Classification: G00

	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	

























    
    










    
    
    
    
















	






	
		Suggested Citation:
		Suggested Citation
	

	
		
			Baud,  Nicolas and Frachot,  Antoine and Roncalli,  Thierry, How to Avoid Over-Estimating Capital Charge for Operational Risk?. OperationalRisk - Risk's Newsletter, February 2003,  Available at SSRN: https://ssrn.com/abstract=1032591
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	

	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Nicolas Baud

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
					
				
					
					
					
				
			

			
				
				
				


				affiliation not provided to SSRN 

			

			
			
				
				
				
					No Address Available

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Antoine Frachot

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				National Institute of Statistics and Economic Studies (INSEE) - Center for Research in Economics and Statistics (CREST)  ( email )

			

			
			
				
				
				
					15 Boulevard Gabriel Peri
15 Boulevard Gabriel Peri
Malakoff Cedex, 1 92245
France

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Thierry Roncalli (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				Amundi Asset Management  ( email )

			

			
			
				
				
				
					90 Boulevard Pasteur
Paris, 75015
France

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				University of Evry  ( email )

			

			
			
				
				
				
					Boulevard Francois Mitterrand
F-91025 Evry Cedex
France

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				      388

			

		
		
		
			Abstract Views

			    2,712

		

		
		 
		
			Rank

			  140,630

		

		
	


	
		
            
            	        2 Citations
		

	

	
		
			
				        7 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    Operations Management eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Operations Management eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              785

                                    

                                    
                                        PAPERS

                                            3,095

                                    

                                

                                
                            

                        

                    

                


        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        Loss Distribution Approach for Operational Risk

                        
                            By
                                
                                
                                    
                                    Antoine Frachot, 
                                    
                                
                                    
                                    Pierre Georges, ...
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Mixing Internal and External Data for Managing Operational Risk

                        
                            By
                                
                                
                                    
                                    Antoine Frachot
                                     and 
                                
                                    
                                    Thierry Roncalli
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Loss Distribution Approach in Practice

                        
                            By
                                
                                
                                    
                                    Antoine Frachot, 
                                    
                                
                                    
                                    Olivier Moudoulaud, ...
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            The Correlation Problem in Operational Risk

                            
                                By
                                    
                                    
                                        
                                        Antoine Frachot, 
                                        
                                    
                                        
                                        Thierry Roncalli, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Scaling Models for the Severity and Frequency of External Operational Loss Data

                            
                                By
                                    
                                    
                                        
                                        Hela Dahen
                                         and 
                                    
                                        
                                        Georges Dionne
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Operational Risk Quantification Using Extreme Value Theory and Copulas: From Theory to Practice

                            
                                By
                                    
                                    
                                        
                                        Donato Abbate, 
                                        
                                    
                                        
                                        Elise Gourier, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            On Maximum Likelihood Estimation of Operational Loss Distributions

                            
                                By
                                    
                                    
                                        
                                        Marco Bee
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Measuring and Managing Operational Risk in the Financial Sector: An Integrated Framework

                            
                                By
                                    
                                    
                                        
                                        Ariane Chapelle, 
                                        
                                    
                                        
                                        Yves Crama, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Estimation of Operative Risk for Fraud in the Car Insurance Industry

                            
                                By
                                    
                                    
                                        
                                        J.a. Restrepo-morales
                                         and 
                                    
                                        
                                        Santiago Medina Hurtado
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
			
				
			
			
		
	
		
			
				
			
			
		
	
		
	
		
	
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l200 in   0.110 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	

