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Application of Modern Credit Risk Measurement and Management

YAN Tai-hua, CHENG Ying-shan, LI Chuan-zhao
(College of Economics and Business Administration, Chongging University , Chongging 400030, China)

Abstract: A model of credit quantitative measurement and management widely used in foreign countries is introduced,

and its limitation which appears while the model is used in China is analyzed. According to the chaos time serials consti-

tuted by various period credit grades’transition probability of an enterprise and the average value of its ratio of callback

due to breach of faith, applying the theory of the chaos time serials and the local prediction method, a credit grades”
transition matrix and a matrix of the average ratio of callback due to breach of faith is established. Which is applied to

Chinese enterprises. Thus, a credit risk quantitative measurement and management model which is adapted to commer-

cial bank is established, which is important in theory and practice.

Key words: credit metrics; credit grade; value at risk; chaos; time serials
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