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Abstract:

In 2004, the Basel Il agreement introduced the IRB approach which allows Banks worldwide to
use their own credit risk models to calculate their minimum capital requirements. Although the
2008 financial crisis revealed certain shortcomings in this regulation, now being considered in
the new Basel Il agreement, credit risk models maintain a very important role in the success of
the banking business since they help to better evaluate the risk associated with each client and
allow lower capital requirements for absorption of credit losses. In this seminar we present an
overview on the main credit risk parameters that IRB banks are required to calculate, the
statistical methods used to estimate and validate these parameters, and their impact on the

banks’ capital requirements.
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