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EXPECTED LOSS CALCULATION 

We have: 

 

 

 

Given that we will know the exposure, we need to find the default probability and the 

loss given default. 
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WHAT WE NEED TO BUILD 
MODEL STANDARD ASSUMPTIONS 

Updated 

Financial 

Statements 

Updated 

Credit Rating 

Probability of 

Default and 

Loss Given 

Default 

Output of the 

vulnerability model 

First output of 
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module 

Second output of 

stress-testing 

module 



6 Copyright © 2016 Risk Management Solutions, Inc.                  All Rights Reserved. July 8, 2016 

FRAMEWORK VISUALISATION 

Score P(default) E(loss|default) 

100 0.01 25% 

95 0.02 50% 

90 0.03 50% 
Score 95

After drought 90

Loan

MAIN MODEL 

CREDIT MODEL 

Updated 

Characteristics 


