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Summary

 Develop a model to estimate the credit loss distribution 

of the loans portfolio in the banking sector

 Consider both personal and business loans, 

disaggregated into multiple sectors

 Model default frequencies, individual exposures at 

default, losses given default and total loans in each 

sector

 Use (observable) macro factors and (unobservable) 

common factors
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Summary (cont’d)

 Analyze virtually every loan made by Spanish banks 

from 1984 to 2006.

 Find that credit losses mostly originate in manufacturing, 

construction, personal loans and mortgages

 Stress tests reveal that GDP shocks are more serious 

than interest rate shocks
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Observations
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 Observation #1: All series follow similar pattern; no 

obvious outlier.

 Observation #2: Sample characterized by 3 regimes: 

85-92; 93-96; 97-06.
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Daily Debit Card Transactions

 Equation used to model changes in default frequencies:
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Focusing on Mining and Utilities:
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 Observation #3: Mining and Utilities are not well 

explained by GDP and real interest rate.
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Comments/Questions

1. Some sectors may not be well explained by domestic 

macro variables; have you considered some 

international variables (e.g. commodity prices, 

exchange rates, etc.) in your x vector?

2. Following Observation #2, do we know if the estimated 

parameters are stable? 

3. Is securitization an issue?


