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Prerequisites

Principles of Finance
Futures and Options

Learning target/
qualification

Introduction to single name and portfolio credit risk models and
pricing of credit derivatives

Content

Credit risk represents by far the biggest risk in the activities of a tra-
ditional bank. In particular, during recession periods financial institu-
tions loose enormous amounts of money as a consequence of bad
loans and default events. In the last two decades, a multitude of
credit-linked derivatives has been developed to manage and transfer
credit risks in an efficient and standardized way. These allow banks
to shape their risk profile according to regulatory standards.

In this lecture, we introduce some of the most popular single name-
and portfolio credit models and show how these are used to quantify
credit risk and to price credit derivatives like credit default swaps
(CDS), basket default swaps and collateralized debt obligations
(CDO).

Exam type

120 min. written examination at the end of the semester
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