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Estimating Credit Risk Models

Xie Chunyan, Zhang Guilian, Yu Yan

(Research Center of Quantitative Economics, Jilin University, Changchun 130012, China)

Abstract: Over the past decade,commercial banks and bank regulators more and more focus on the credit risk
that is old but important.Many banks have developed a large number of credit risk models to measure credit risk.
However,an important question for both banks and their regulators is how they evaluate the accuracy of the credit
models.For characteristic of the credit risk,namely its typically long planning horizons,we can’t obtain enough
available data to test the model.We apply a simulation approach to solve the problem.Now we introduce
cross-sectional resampling techniques(Lopez and Saidenberg 2000) in order to make efficient use of available
data,But we consider that the techniques disregards cross-sectional dependence in resampled portfolios,which
can produce much errors in statistical tests.We show Berkowitz(2001)procedure that relies on standard likelihood
ratio tests performed on transformed loss data.By this transformation we can eliminate the dependence.Then we
can evaluate the credit risk models with various statistical methods.
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