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		Abstract

		Independent sector assumption in the CreditRisk+ has been a major obstacle to implementing the model. Attempts to overcome this limitation have not gained much success. This paper proposes an extension of the original model which accommodates a wide range of sector covariance structures. Existing numerical algorithms designed for the original model can be reused with little modification. Case studies show that our model outperforms other CreditRisk+ variants which allow sector dependency.  

A simulation version of our model is also introduced, which in turn used to find an optimal portfolio allocation based on the work of Andersson et al. (2001). Simulation error is very small compared to the analytic counterpart and the optimization significantly reduces portfolio credit risk. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
	

	
    

    
	

	
	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	



    




	
		Suggested Citation:
		Suggested Citation
	

	
		
			Han,  Chulwoo and Kang,  Jangkoo, An Extended CreditRisk+ Framework for Portfolio Credit Risk Management (April 21, 2014).  Available at SSRN: https://ssrn.com/abstract=2427489 or http://dx.doi.org/10.2139/ssrn.2427489 
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Chulwoo Han (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				Sungkyunkwan University  ( email )

			

			
			
				
				
				
					25-2, Sungkyunkwan-ro
Jongno-gu
Seoul, 03063

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Jangkoo Kang

					
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
						
						


						
					
					[image: College of Business, Korea Advanced Institute of Science and Technology (KAIST)]
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				College of Business, Korea Advanced Institute of Science and Technology (KAIST)  ( email )

			

			
			
				
				
				
					85 Hoegiro, Dongdaemoon-gu
Seoul 02455
Korea, Republic of (South Korea)
+82 2 958 3521 (Phone)

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [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

				      400

			

		
		
		
			Abstract Views

			    1,583

		

		
		 
		
			Rank

			  136,258

		

		
	


	
		
            
            	        2 Citations
		

	

	
		
			
				       15 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    Risk Management & Analysis in Financial Institutions eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Risk Management & Analysis in Financial Institutions eJournal

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

                                
                                    
                                        FOLLOWERS

                                            1,624

                                    

                                    
                                        PAPERS

                                            9,478

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        RenÃ© M. Stulz at Ohio State University (OSU) - Department of Finance

                                    

                                
                            

                        

                    

                
	
                    Econometric Modeling: Capital Markets - Portfolio Theory eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Econometric Modeling: Capital Markets - Portfolio Theory eJournal

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

                                
                                    
                                        FOLLOWERS

                                              611

                                    

                                    
                                        PAPERS

                                            4,663

                                    

                                

                                
                            

                        

                    

                


            

            
                
                

                	
                    Econometric Modeling: Capital Markets - Risk eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Econometric Modeling: Capital Markets - Risk eJournal

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

                                
                                    
                                        FOLLOWERS

                                              608

                                    

                                    
                                        PAPERS

                                            9,315

                                    

                                

                                
                            

                        

                    

                



                
            

            
        
        
        
                 
        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        The Tail that Wags the Dog: Integrating Credit Risk in Asset Portfolios

                        
                            By
                                
                                
                                    
                                    Norbert J. Jobst
                                     and 
                                
                                    
                                    Stavros A. Zenios
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Well Armed and Firm: Diversification of Mortgage Loans for Homeowners

                        
                            By
                                
                                
                                    
                                    Stavros A. Zenios
                                     and 
                                
                                    
                                    Kourosh Marjani Rasmussen
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Financial Giffen Goods: Examples and Counterexamples

                        
                            By
                                
                                
                                    
                                    Rolf Poulsen
                                     and 
                                
                                    
                                    Kourosh Marjani Rasmussen
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            Lending, Lying, and Costly Auditing

                            
                                By
                                    
                                    
                                        
                                        John H. Kareken
                                         and 
                                    
                                        
                                        Jack Douglas Stecher
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            New Paradigm in Mortgage Loan Advice

                            
                                By
                                    
                                    
                                        
                                        MargrÃ©t Otterstedt, 
                                        
                                    
                                        
                                        Kourosh Rasmussen, ...
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					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   0.078 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	
