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Credit Default Swap
Credit Default Option 

Credit Default Swaption
Credit Spread Option

Credit Spread Forward 

Credit Linked Note
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Amount of expected 

credit default

t (deterioration of credit 

quality)

Expected Loss

Significant 

deterioration

Economic loss

Lifetime expected credit 

losses

Expected credit losses 

(acc.  IFRS 9 ) 

Economic loss

Incurred credit losses (acc . 

IAS 39)

Good Book: GeRP (1yr param):

EAD x PD x LGD x LIP

Bad Book: spRP/GeRP: 

Lifetime EL (DCF)

1. Stage: 1yr EL 

2. Stage: LT EL

3. Stage (Bad book): spRP/GeRP: 

or Lifetime EL (parameters based)

Incurred lossAmount of expected 

credit default

t (deterioration of 

credit quality)

Good book Bad book

Stage 

I

Stage 

II

Stage 

III


