
 
 
 

Banking and Insurance 
MASTER IN MONETARY AND FINANCIAL ECONOMICS 

2020/2021 

 

I. Program  

 

1. Financial Sector Framework 

1.1. Financial Intermediation 

1.1.1. Players 

1.1.2. Reasons for intermediation 

1.1.3. Financial roles 

1.1.4. Relevance of the Financial Sector 

1.1.5. Increasing weight of the Financial Sector 

1.1.6. Concentration 

1.1.7. Relevance of Debt 

1.1.8. Systemic Risk 

1.1.9. Building a less credit-intensive economy 

1.1.10. Pollution Control 

1.1.11. Supervision 

1.2. Financial Sector Structure, Indicators and Rules 

 

2. The Subprime Crisis and the Main Prospects for the Banking Activity 

2.1. General Characterization  

2.2. Historical Context 

2.3. Origins 

2.4.  Policy Reactions 

2.5. Aftermath 

2.6.  Where are we today? 



Masters in Monetary and Financial Economics                                                                             Page 2  

 

3. The Banking Activity in Portugal in the context of EU 

3.1. The Economic and Financial Adjustment Program in the Banking Sector 

3.2.  Main Risks 

3.3.  The New Business Model 

 

4. Main trends in international banking regulation 

4.1. Basel II 

4.1.1. Introduction 

4.1.2. Pillar I 

4.1.3. Pillars II and III 

4.2. Regulation in the post-subprime 

 

5. Credit Risk in Banking 

5.1. Credit Risk in Banking Management 

5.2. External Ratings 

5.3. Internal Credit Risk Models 

5.3.1. General Issues 

5.3.2. Corporates 

5.3.3. Small Businesses and Households 

5.4. Severity of Loss 

5.5. Model Validation 

 

II. References 

 

Books – Main References: 

 

Bessis, Joel (2015), Risk Management in Banking – Fourth Edition, Wiley. 

Caouette, John B., Edward I. Altman, Paul Narayanan e Robert W. J. Nimmo (2008), Managing 

Credit Risk, Wiley Finance, Second Edition. 

Mishkin (2019), The Economics of Money, Banking, and Financial Markets, 12th Edition, Pearson. 

Saunders, Anthony and Marcia Millon Cornett (2018), Financial Institutions Management – A 

Risk Management Approach, 9th Edition, McGraw-Hill International. 

Turner, Adair (2015), Between Debt and the Devil: Money, Credit, and Fixing Global Finance, 



Masters in Monetary and Financial Economics                                                                             Page 3  

October 20, Princeton University Press. 

 

Books – Additional References: 

 

Calomiris, Charles W. and Stephen H. Haber (2014), “Fragile by Design – The Political Origins of 

Banking Crisis & Scarce Credit”, Princeton University Press.  

Carletti, Elena, Stijn Claessens, Antonio Fatas and Xavier Vives (2020), The Bank Business Model 

in the Post‑Covid-19 World, The Future of Banking 2, CEPR. 

Danielsson, Jon (2013), Global Financial Systems – Stability and Risk, Pearson. 

De Servigny, Arnaud and Olivier Renault (2004), Measuring and Managing Credit Risk, Standard 

& Poor’s, McGraw-Hill. 

French, Kenneth R., Martin N. Baily, John Y. Campbell, John H. Cochrane, Douglas W. Diamond, 

Darrell Duffie, Anil K Kashyap, Frederic S. Mishkin, Raghuram G. Rajan, David S. Scharfstein, 

Robert J. Shiller, Hyun Song Shin, Matthew J. Slaughter, Jeremy C. Stein and René M. Stulz (2010), 

The Squam Lake Report: Fixing the Financial System, Princeton University Press. 

Matten, Chris (2000), Managing Bank Capital – Capital Allocation and Performance 

Measurement, John Wiley and Sons. 

Ranson, Brian J. (2005), Credit Risk Measurement, Sheshunoff. 

Reinhart, Carmen M. e Kenneth S. Rogoff (2009), This time is different – Eight Centuries of 

Financial Folly, Princeton University Press, chap. 13-16. 

Rose, Peter S. and Sylvia C. Hudgins (2012), Bank Management and Financial Services, McGraw-

Hill. 

 

Papers: 

 

1. Financial Sector Framework 

 

1.1. Financial Intermediation 

 

Aikman, David, Philip Barrett, Sujit Kapadia, Mervyn King, James Proudman, Tim Taylor, Iain de 

Weymarn and Tony Yates (2010), “Uncertainty in macroeconomic policy making: art or 

science?”, Bank of England, Paper delivered to The Royal Society Conference on “Handling 

Uncertainty in Science”, 22 March 2010, London. 



Masters in Monetary and Financial Economics                                                                             Page 4  

Allen, Franklin and Douglas Gale (2001), “Comparative Financial Systems: A Survey”, Center for 

Financial Institutions Working Papers 01-15, Wharton School Center for Financial Institutions, 

University of Pennsylvania. 

Arcand, J.L., Berkes, E. and Panizza, U. (2015), “Too much finance?”, Journal of Economic 

Growth, Vol. 20(2), pp. 105-148. 

Brunnermeier, Markus, Andrew Crocket, Charles Goodhart, Avinash D. Persaud and Hyun Shin 

(2009), “The Fundamental Principles of Financial Regulation”, Geneva Reports on the World 

Economy, 11. 

Calomiris, Charles W. and Stephen H. Haber (2014), “Fragile by Design – The Political Origins of 

Banking Crisis & Scarce Credit”, Princeton University Press 

Cecchetti, S. and Kharroubi, E. (2012), “Reassessing the impact of finance on growth”, BIS 

Working Papers, No 381. 

Den Haan, Wouter (2011), “Why do we need a financial sector?”, VOX CEPR's Policy Portal, 24 

October. 

Diamond, Douglas (1984), “Financial Intermediation and Delegated Monitoring”, Review of 

Economic Studies, pp. 393-414. 

Diamond, Douglas and Philip Dybvig (1983). "Bank Runs, Deposit Insurance, and Liquidity." 

Journal of Political Economy 91, 401-19. 

European Systemic Risk Board (2014), “Is Europe overbanked?”, Reports of the Advisory 

Scientific Committee, No 4, June 2014. 

Gambacorta, L., J. Yang and K. Tsatsaronis (2014), “Financial structure and growth”, BIS 

Quarterly Review, March 2014. 

Greenwood, Robin and David Scharfstein (2013), “The Growth of Finance”, Journal of Economic 

Perspectives, Volume 27, Number 2, Spring, Pages 3–28. 

Haldane, Andrew (2010), “The $100 Billion Question”, March, Bank of England. 

Haldane, Andrew (2010), “What is the contribution of the financial sector: Miracle or mirage?”, 

in The Future of finance and the theory that underpins it, LSE. 

Langfield, S. and M. Pagano (2016), ‘Bank bias in Europe: effects on systemic risk and growth’, 

Economic Policy, 31(85): 51-106). 

Levine, Ross (2005), “Finance and Growth: Theory and Evidence”, in Handbook of Economic 

Growth, Volume 1A, edited by Philippe Aghion and Steven N. Durlauf, Elsevier, Chapter 12. 



Masters in Monetary and Financial Economics                                                                             Page 5  

Rajan, Raghuram G. (1998), “The Past and Future of Commercial Banking Viewed through an 

Incomplete Contract Lens”, Journal of Money, Credit, and Banking, Vol. 30, No. 3 (August, Part 

2). 

 

1.2. Financial Sector Structure, Indicators and Rules 

 

BCBS (2017), “Prudential treatment of problem assets – definitions of non-performing exposures 

and forbearance”, 4 April. 

Bank of Portugal (2020), “Financial Stability Review”, June. 

Calomiris, Charles W. (2012), “How to Regulate Bank Capital”, National Affairs. 

Fitch (2019), 2019 Fitch Credit Outlook Conference, Lisbon. 

Jones, David e John Mingo (1998), “Industry Practices in Credit Risk Modeling and Internal 

Capital Allocations: Implications for a Models-Based Regulatory Capital Standard”, Federal 

Reserve Bank of New York Economic Policy Review, Oct. 

 

2. The Subprime Crisis and the Main Prospects for the Banking Activity 

 

Acharya, Viral, Thomas Philippon, Matthew Richardson and Nouriel Roubini (2009), “The 

Financial Crisis of 2007-2009: Causes and Remedies”, in Financial Markets, Institutions & 

Instruments, New York University Salomon Center and Wiley Periodicals, Volume 18, Issue 2, 

May.  

BIS (2009), “An assessment of financial sector rescue programmes”, BIS Papers, No.48, July.  

Blanchard, Olivier (2009), “The Crisis: Basic Mechanisms and Appropriate Policies”, WP/09/80.  

Calomiris, Charles (2009), “Banking Crises and the Rules of the Game”, NBER WP 15403, October. 

Calomiris, Charles, Robert A. Eisenbeis and Robert E. Litan (2011), “Financial Crisis in the US and 

Beyond”, in The World in Crisis: Insights from Six Shadow Financial Regulatory Committees, 

edited by R. Litan, Wharton Financial Institutions Center, pp. 1-60, 2011. 

Crowe, Christopher, Giovanni Dell’Ariccia, Deniz Igan, and Pau Rabanal (2011), “How to Deal 

with Real Estate Booms: Lessons from Country Experiences”, IMF WP 11/91, April. 

Financial Services Authority (2009), “A regulatory response to the global banking crisis”, DP 09/2 

(Turner Report). 

Haldane (2009), “Small Lessons from a Big Crisis”, Bank of England. 

Hull (2009), “The Credit Crunch of 2007: What Went Wrong? Why? What Lessons Can Be 

Learned?”, The Journal of Credit Risk, Volume 5/Number 2, Summer. 



Masters in Monetary and Financial Economics                                                                             Page 6  

Moss, David and Cole Bolton (2011), “Fighting a Dangerous Financial Fire: the Federal Response 

to the Crisis of 2007-2009”. 

Ötker-Robe, Inci,  Ötker-Robe, Ceyla Pazarbasioglu, Alberto Buffa di Perrero, Silvia Iorgova, 

Turgut Kışınbay, Vanessa Le Leslé, Fabiana Melo, Jiri Podpiera, Noel Sacasa, and André Santos 

(2010), “Impact of Regulatory Reforms on Large and Complex Financial Institutions”, IMF, 

SPN/10/16. 

Reinhart, Carmen M. and Vincent R. Reinhart (2010), “After the fall”, FRBKC Jackson Hole 

Symposium Proceedings, August. 

Reinhart, Carmen M., Vincent R. Reinhart, and Kenneth S. Rogoff (2012), “Public Debt 

Overhangs: Advanced-Economy Episodes Since 1800”, Journal of Economic Perspectives—

Volume 26, Number 3—Summer 2012—Pages 69–86. 

Reinhart, Carmen M.  and Kenneth S. Rogoff (2008), ”The Aftermath of Financial Crises”, mimeo. 

Seniors Supervisory Group (2009), “Risk Management Lessons from the Global Banking Crisis of 

2008”, 21st Oct. 

The Economist (2010), ”Bank bail-outs: The luck of the Irish - Ireland's property hangover 

continues”. 

 

3. The Banking Activity in Portugal in the context of the EU 

 

Aiyar, Shekhar, Wolfgang Bergthaler, Jose M. Garrido,  Anna Ilyina, Andreas Jobst, Kenneth Kang, 

Dmitriy Kovtun, Yan Liu, Dermot Monaghan, and Marina Moretti (2017), “A Strategy for 

Resolving Europe’s Problem Loans”,  IMF  Staff Discussion Note. 

Barclays Capital (2010), “European Periphery: a Long Winding Road Towards Recovery”. 

European Central Bank (2020), “Financial Stability Review”, May. 

European Central Bank (2019), “Financial Stability Review”, June. 

European Central Bank (2009), “Housing Finance in the Euro Area”, Task Force of the Monetary 

Policy Committee of the European System of Central Banks, March. 

European Commission (2014), “The Economic Adjustment Programme for Portugal 2011-2014”, 

Occasional Papers 202 | Oct.14. 

Fitch (2019), “Credit Outlook 2019”, Lisbon, 24 Jan. 

Fitch (2017), “Credit Outlook 2017”, Lisbon, 26 Jan. 

Fitch (2014), “Residential Mortgages and Property Market Outlook”, presentation at the 

Conference “Why is Funding Key to Recovery”, 2014 Fitch Credit Conference, Lisbon, 6th Feb. 

Fitch Ratings, (2008), “European Bank Systemic Crisis: Government Measures Supportive of 

Ratings”. 



Masters in Monetary and Financial Economics                                                                             Page 7  

IMF (2020), “Global Financial Stability Report”, Apr. 

IMF (2013), “Macro-Financial Implications of Corporate (De)Leveraging in the Euro Area 

Periphery”, WP 13/154. 

JP Morgan Cazenove (2016), “Lessons from Japan: EU Banks between a rock and a hard place”, 

6 Sep. 

McKinsey (2012), “Debt and deleveraging: Uneven progress on the path to growth”, Jan. 

McKinsey (2009), “Global capital markets: Entering a new era”. 

Moody’s (2015), “Banking System Outlook – Portugal”, 15 Oct. 

Moody’s (2014), “Peer Comparison: Portugal’s Top Four Lenders Still Plagued by Domestic 

Challenges”. 

 

4. Main trends in international banking regulation 

 

4.1. Basel II 

 

Allen, Linda e Anthony Saunders (2003), “A Survey of Cyclical Effects in Credit Risk Measurement 

Models”, BIS W.P. No. 126, Jan. 

Basel Committee on Banking Supervision (2017), “Basel III: Finalising post-crisis reforms”, Dec. 

Basel Committee on Banking Supervision (2010), “Group of Governors and Heads of Supervision 

announces higher global minimum capital standards”, press release, 12 Sep. 

Basel Committee on Banking Supervision (2006), “The IRB Use Test: Background and 

Implementation”, Sep. 

Basel Committee on Banking Supervision (2006), “Results of the fifth quantitative impact study 

(QIS 5)”, Jun. 

Basel Committee on Banking Supervision (2006), International Convergence of Capital 

Measurement and Capital Standards, Jun. 

Basel Committee on Banking Supervision (2004), “Modifications to the capital treatment for 

expected and unexpected credit losses in the New Basel Accord”, Jan. 

Basel Committee on Banking Supervision (2003), “Overview of the New Basel Capital Accord – 

Consultative Document”, Bank for International Settlements, Apr. 

Basel Committee on Banking Supervision (2003), “The New Basel Capital Accord – Consultative 

Document”, Bank for International Settlements, Apr. 

Basel Committee on Banking Supervision (2000), “Range of Practice in Banks’ Internal Rating 

Systems”, January, mimeo. 

Basel Committee on Banking Supervision (1999), “Principles for the Management of Credit Risk”, 



Masters in Monetary and Financial Economics                                                                             Page 8  

July, Consultative Paper. 

Committee of European Banking Supervisors (2006), Guidelines on the implementation, 

validation and assessment of Advanced Measurement (AMA) and Internal Ratings Based (IRB) 

Approaches, January. 

Crouhy, Michel, Dan Galai e Robert Mark (2001), “Prototype Risk Rating System”, Journal of 

Banking and Finance, 25, pp. 47-95. 

Ernst & Young (2009), “A rise in liquidity risk - questions and answers”. 

E-Risk (2005), “The Ripple Effect: How Basel II will impact institutions of all sizes”, White Paper 

Series, July (www.erisk.com). 

E-Risk (1999), “The Seven Stages of Risk Management”, www.erisk.com 

European Central Bank (2016), “SSM SREP Methodology Booklet - 2016 edition - Level playing 

field - High standards of supervision - Sound risk assessment”. 

European Central Bank (2010), “Financial Stability Review”, Jun. 

E-Risk (1999), “The Seven Stages of Risk Management”, March (www.erisk.com). 

FRS Global Risk and Regulatory Compliance (2009), “A comparison of global regulatory 

responses to the financial crisis. 

Horváth, Edit, Méró Katalin e Balázs Zsámboki (2000), “Studies on the Procyclical Behaviour of 

Banks”, National Bank of Hungary Occasional Paper No.10. 

Merrill Lynch (2007), “BIS2 Compendium/Roadmap”. 

Moody’s (2009), “Recent Changes to Basel II and the EU “CRD”: Roadmap for Investors ahead of 

the Pittsburgh G20 Meeting”, Sep. 

Moody’s (2008), “The Implementation of Basel II: Preliminary Results “, Dec. 

Sharma, Jitendra (2006), “Basel II: Responding to a Whole New World of Risk”, US Banker, Sep. 

Standard and Poors (2008), “Implications For Capital Management Under Pillar II”. 

Standard and Poors (2006), “Basel II Dress Rehearsal Signals Global Quest For Stable Capital 

Levels Achievable”, Sep. 

Stein, Roger M. (2003), “Power, Profitability and Prices: Why Powerful Models Increase Profits 

and How to Define a Lending Cutoff if You Must”, Moody’s KMV, Technical Report, 19/Jun. 

Treacy, William F. e Mark S. Carey (1998), “Credit Risk Rating at Large U.S. Banks”, Federal 

Reserve Bulletin, Nov. 

 

4.2. Regulation in the post-subprime 

 

APB (2015), “Banking Union - The new framework of supervision and regulation”, June. 

Banco de Portugal (2016), “Identification of O-SIIs and Calibration of O-SIIs Capital Buffers”, Jul. 



Masters in Monetary and Financial Economics                                                                             Page 9  

Banco de Portugal (2015), “Countercyclical Capital Buffer: How will it work”, 29 Dec. 

Basel Committee on Banking Supervision (2016), “Reducing variation in credit risk-weighted 

assets – constraints on the use of internal model approaches, issued for comment by 24 June 

2016”, 24 March. 

Basel Committee on Banking Supervision (2013), “Global systemically important banks: updated 

assessment methodology and the higher loss absorbency requirement”, Jul. 

Basel Committee on Banking Supervision (2010), “The Basel Committee’s response to the 

financial crisis: report to the G20”. 

Basel Committee on Banking Supervision (2010), “Principles for enhancing corporate 

governance”, Oct. 

Basel Committee on Banking Supervision (2010), “Press release: Group of Governors and Heads 

of Supervision announces higher global minimum capital standards”. 

Basel Committee on Banking Supervision (2009), “Strengthening the resilience of the banking 

sector”. 

Basel Committee on Banking Supervision (2009), “Enhancements to the Basel II framework”, Jul. 

Basel Committee on Banking Supervision (2009), “Revisions to the Basel II market risk 

framework”, Jul. 

Basel Committee on Banking Supervision (2008), “Principles for Sound Liquidity Risk 

Management and Supervision”, Sep. 

Borio, Claudio and Fernando Restoy (2020), “Reflections on regulatory responses to the Covid-

19 pandemic”, FSI Briefs, No.1, BIS. 

Committee of European Banking Supervisors (2010), “Consultation paper on the Guidebook on 

Internal Governance (CP 44)”. 

Department of the Treasury, (2009), “Financial Regulatory Reform – A New Foundation: 

Rebuilding Financial Supervision and Regulation”. 

Deutsche Bank (2010), “Basel Agreement on Capital Requirements”. 

Drehmann, Mathias, Claudio Borio, Leonardo Gambacorta, Gabriel Jiménez and Carlos Trucharte 

(2010), "Countercyclical capital buffers: Exploring options", BIS Working Paper 317, July. 

ECB (2014), “Aggregate Report on the Comprehensive Assessment”, Oct. 

EBA (2016), “2016 EU-Wide Stress Test”, 29 July. 

Financial Services Authority (2009), “A regulatory response to the global banking crisis”, DP 09/2 

(Turner Report). 

FSB (2011), “Policy Measures to Address Systemically Important Financial Institutions”, 4 Nov.  

Fitch (2013), “Impact of European Banking Union on Banks”, Sept. 

Moody’s (2009), “Risk Governance at Large Banks: Current Status and Credit Implications”. 



Masters in Monetary and Financial Economics                                                                             Page 10  

U.S. Senate Banking Commission (2010), “Brief Summary of the Dodd-Frank Wall Street Reform 

and Consumer Protection Act”. 

Veron, Nicolás (2018), “EU Financial Services Policy since 2007: Crisis, Responses and Prospects”, 

WP Bruegel, Issues 06, 21 June. 

 

5. Credit Risk in Banking 

 

5.1. Credit Risk in Banking Management 

 

Aguais, Scott, D. and Lawrence R. Forest Jr. (2000), “The Future of Risk-Adjusted Credit Pricing 

in Financial Institutions”, The RMA Journal, Nov. 

 

5.2. External Ratings 

 

Fitch Ratings (2014), “Fitch Ratings Sovereign 2013 - Transition and Default Study”, 12 Mar. 

Moody’s (2016), “Corporate Default and Recovery Rates, 1920-2015”. 

Standard & Poor’s (2011), “Default, Transition and Recovery: 2010 Annual Global Corporate 

Default Study and Rating Transitions”. 

S&P (2015), “Default, Transition and Recovery: 2014 Annual Global Corporate Default Study and 

Rating Transitions”. 

Standard & Poor’s (2003), Ratings Performance 2002 – Default, Transition, Recovery and 

Spreads. 

Standard & Poor’s (2002), Corporate Ratings Criteria, www.standardandpoors.com/ratings. 

 

5.3. Internal Credit Risk Models 

 

Altman, Edward I. e Anthony Saunders (1998), “Credit Risk Measurement: Developments over 

the last 20 years”, Journal of Banking and Finance, 21, pp. 1721-1742. 

Altman, Edward I. (2002), “Revisiting Credit Scoring in a Basel 2 Environment”, May, in Ong, 

Michael (2002), Credit Rating Methodologies, Rationale and Default Risk, London Risk Books. 

Altman, Edward I. E Gabriele Sabato (2006), “Modeling Credit Risk for SMEs: Evidence From the 

Us Market”, mimeo. 

Berger, Allen N., W. Scott Frame e Nathan H. Miller (2002), “Credit Scoring and the Availability, 

Price and Risk of Small Business Credit”, Board of Governors of the Federal Reserve System, 

mimeo (www.frb.gov). 



Masters in Monetary and Financial Economics                                                                             Page 11  

Capuano, Christian, Jorge Chan-Lau,Giancarlo Gasha, Carlos Medeiros,Andre Santos, and 

Marcos Souto, “Recent Advances, WP/09/162 in Credit Risk Modeling”. 

Catarineu-Rabell, Eva, Patricia Jackson e Dimitrios P. Tsomocos (2002), “Procyclicality and the 

New Basel Accord – Banks’ Choice of Loan Rating System”, Bank of England Working Paper No. 

181. 

Chan-Lau, Jorge A. and Amadou N.R. Sy (2006),“Distance-to-Default in Banking: A Bridge Too 

Far?”, IMF Working Paper WP/06/215. 

CreditSights (2002), “Bondscore - A Credit Risk Model for Corporate Bonds”, 

www.creditsights.com. 

Crosbie, Peter and Jeffrey R. Bohn (2002), “Modelling Default Risk”, KMV 

(www.moodyskmv.com). 

Crouhy, Michel, Dan Galai e Robert Mark (2000), “A Comparative Analysis of Current Credit Risk 

Models”, Journal of Banking and Finance, 24, pp. 59-117. 

Finkelstein, Vladimir, George Pan, Jean-Pierre Lardy, Thomas Ta e John Tierney (2002), 

“CreditGrades – Technical Document”. 

Fitch (2007), “Fitch Equity Implied Rating and Probability of Default Model”.  

Fitch (2007), “Inside the Ratings: What Credit Ratings Mean”, August. 

Kealhofer, Stephen B. (2002), “The Economics of the Bank and of the Loan Book”, Moody’s KMV. 

Lowe, Philip (2002), “Credit Risk Measurement and Procyclicality”, BIS Working Paper No. 166. 

Mester, Loretta J. (1997), “What’s the Point of Credit Scoring?”, Federal Reserve Bank of 

Philadelphia Business Review, September/October. 

Moody’s Investor Service (2000), “RiskCalc for Private Companies: Moody’s Default Model”. 

Moody’s KMV (2007), “EDF™ 8.0 MODEL ENHANCEMENTS - Modeling METHODOLOGY”. 

Murphy, Adrian, Ahmet E. Kocagil, Phil Escott e Frank Glormann (2002), “Moody’s RiskCalc for 

Private Companies: Portugal”, Moody’s Investors Service – Global Credit Research 

(www.moodyskmv.com). 

Oderda, Gianluca, Michel M. Dacorogna e Tobias Jung (2002), “Credit Risk Models:  Do They 

Deliver Their Promises? A Quantitative Assessment”, Mimeo. 

Rowe, David (2003), “No Cure Through the Cycle”, Risk, March. 

Stavins, Joanna (2000), “Credit Card Borrowing, Delinquency and Personal Bankruptcy”, New 

England Economic Review July/August, Federal Reserve Bank of Boston. 

Straka, John W. (2000), “A shift in the mortgage landscape: The 1990s Move to Automated Credit 

Evaluations”, Journal of Housing Research, Vol. 11, Issue 2. 

 

 



Masters in Monetary and Financial Economics                                                                             Page 12  

5.4. Severity of Loss 

 

Altman, Edward I., Andrea Resti e Andrea Sironi (2002), “The Link Between Default and Recovery 

Rates: effects on the procyclicality of regulatory capital ratios”, BIS Working Paper No. 113, Jul. 

Altman, Edward I., Andrea Resti e Andrea Sironi (2001), “Analyzing and Explaining Default 

Recovery Rates”, International Swaps & Derivatives Association, Dec. 

Araten, Michael, Michael Jacobs Jr. e and Peeyush Varshney (2004), “Measuring LGD on 

Commercial Loans: An 18-Year Internal Study, The RMA Journal,  May. 

Asarnow, Elliot e David Edwards, “Measuring Loss on Defaulted Bank Loans: A 24-Year Study”, 

Journal of Commercial Lending. 

Franks, Julian, Arnaud De Servigny e Sergei Davydenko (2004), “A Comparative Analysis of the 

Recovery Process and Recovery Rates for Private Companies in the U.K., France and Germany”, 

S&P Risk Solutions. 

Moody’s (2003), “Recovery Rates on Defaulted Corporate Bonds and Preferred Stocks, 1982–

2003”. 

Schuermann, Til (2004),  “What Do We Know About Loss Given Default?”. 

S&P (2007), “The Relationship Between Default Rates And Recovery”. 

S&P (2007), “Benign Leveraged Market Or Credit Amnesia? Recovery Ratings Three Years On”. 

 

5.5. Model Validation 

 

Basel Committee on Banking Supervision (2005), “Studies on the Validation of Internal Rating 

Systems, Working Paper No. 14. 

Engelmann, Bernd, Evelyn Hayden e Dirk Tasche (2003), “Testing rating accuracy”, Risk, Jan. 

Friedman, Craig e Robert Cangemi (2001), “Selecting and Evaluating Credit Risk Models”, Erisk 

iConference, Dec. 

Keenan, Sean C. e Jorge R. Sobehart (1999), “Performance Measures for Credit Risk Models”, 

Moody’s Risk Management Services, Research Report # 1-10-10-99. 

Sobehart, Jorge R., Sean C. Keenan e Roger M. Stein (2000), “Benchmarking Quantitative Default 

Risk: a Validation Methodology”, Moody’s Investors Service – Global Credit Research 

(www.moodyskmv.com). 

Stein, Roger M. (2003), “Power, Profitability and Prices: Why Powerful Models Increase Profits 

and How to Define a Lending Cutoff if You Must”, Moody’s KMV, Technical Report, 19/Jun. 

 

 



Masters in Monetary and Financial Economics                                                                             Page 13  

III. Evaluation 

 

Goals: 

 

- to understand and to be able to discuss the main microeconomic issues behind banking activity, 

as well as the subprime crisis, its origins and implications; 

- to acquire knowledge about the main regulatory issues; 

- to identify the main risks and risk management tools. 

 

Classification: 

 

Written exam (open book, excluding IT devices), with regular attendance, participation in classes 

and practical exercises with a weight of 20%, if the latter improves the final classification: 

Max (100% Exam; 80% Exam + 20% regular attendance, participation in classes and practical 
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